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Administrators, engineers, and many others in the transit in
dustry are faced with a multitude of complex problems that 
range between local, regional, and national in their prevalence. 
How they might be solved is open to a variety of approaches; 
however, it is an established fact that a highly effective ap
proach to problems of widespread commonality is one in which 
operating agencies join cooperatively to support, both in finan
cial and other participatory respects, systematic research that 
is well designed, practically oriented, and carried out by highly 
competent researchers. As problems grow rapidly in number 
and escalate in complexity, the value of an orderly, high-qual
ity cooperative endeavor likewise escalates. 

Recognizing this in light of the many needs of the transit in
dustry at large, the Urban Mass Transportation Administra
tion, U.S. Department of Transportation, got under way in 
1980 the National Cooperative Transit Research & Develop
ment Program (NCTRP). This is an objective national pro
gram that provides a mechanism by which UMT A's principal 
client groups across the nation can join cooperatively in an at
tempt to solve near-term public transportation problems 
through applied research, development, test, and evaluation. 
The client groups thereby have a channel through which they 
can directly influence a portion ofUMTA's annual activities in 
transit technology development and deployment. Although 
present funding of the NCTRP is entirely from UMTA's Sec
tion 6 funds, the planning leading to inception of the Program 
envisioned that UMTA's client groups would join ultimately in 
providing additional support, thereby enabling the Program to 
address a large number of problems each year. 

The NCTRP operates by means of agreements between 
UMTA as the sponsor and (1) the National Research Council 
as the Primary Technical Contractor (PTC) responsible for ad
ministrative and technical services, (2) the American Public 
Transit Association, responsible for operation of a Technical 
Steering Group (TSG) comprised of representatives of transit 
operators, local government officials, State DOT officials, and 
officials from UMTA's Office of Technical Assistance, and (3) 
the Urban Consortium for Technology Initiatives/Public 
Technology, Inc., responsible for providing the local govern
ment officials for the Technical Steering Group. 

Research Programs for the NCTRP are developed annually 
by llu:: Ti::dmk:al SLi::ering Group, which identifies key prob
lems, ranks them in order of priority, and establishes programs 
of projects for UMT A approval. Once approved, they are re
ferred to the National Research Council for acceptance and 
administration through the Transportation Research Board. 

Research projects addressing the problems referred from 
UMTA are defined by panels of experts established by the 
Board to provide technical guidance and counsel in the prob
lem areas. The projects are advertised widely for proposals, and 
qualified agencies are selected on the basis of research plans of
fering the greatest probabilities of success. The research is car
ried out by these agencies under contract to the National 
Research Council, and administration and surveillance of the 
ccntr:!ct ~vcrk ~re the respcnsibi!ities of the National R.esearch 
Council and Board. 

The needs for transit research are many, and the National 
Cooperative Transit Research & Development Program is a 
mechanism for deriving timely solutions for transportation 

problems of mutual concern to many responsible groups. In 
doing so, the Program operates complementary to, rather than 
as a substitute for or duplicate of, other transit research pro
grams. 
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PREFACE A vast storehouse of information exists on nearly every subject of concern to the 

FOREWORD 
By Staff 

Transportation 
Research Board 

transit industry. Much of this information has resulted from both research and the 
successful application of solutions to the problems faced by practitioners in their daily 
work. Because previously there has been no systematic means for compiling such 
useful information and making it available to the entire transit community, the Urban 
Mass Transportation Administration of the U.S. Department of Transportation has, 
through the mechanism of the National Cooperative Transit Research & Development 
Program, authorized the Transportation Research Board to undertake a series of 
studies to search out and synthesize useful knowledge from all available sources and 
to prepare documented reports on current practices in the subject areas of concern. 

This synthesis series reports on various practices, making specific recommendations 
where appropriate but without the detailed directions usually found in handbooks or 
design manuals. Nonetheless, these documents can serve similar purposes, for each 
is a compendium of the best knowledge available on measures found to be successful 
in resolving specific problems. The extent to which these reports are useful will be 
tempered by the user's knowledge and experience in the particular problem area. 

This synthesis will be of interest to transit administrators, union leaders, and others 
in the transit field who are concerned with the use of incentive pay plans for transit 
employees. Information is presented on the use of incentive pay plans in general and 
in the transit industry. 

Administrators, engineers, and researchers are continually faced with problems on 
which much information exists, either in the form of reports or in terms of undoc
umented experience and practice. Unfortunately, this information often is scattered 
and unevaluated, and, as a consequence, in seeking solutions, full information on what 
has been learned about a problem frequently is not assembled. Costly research findings 
may go unused, valuable experience may be overlooked, and full consideration may 
not be given to the available methods of solving or alleviating the problem. In an 
effort to correct this situation, NCTRP Project 60-1, carried out by the Transportation 
Research Board as the research agency, has the objective of reporting on common 
transit problems and synthesizing available information. The synthesis reports from 
this endeavor constitute an NCTRP publication series in which various forms of 
relevant information are assembled into single, concise documents pertaining to specific 
problems or sets of closely related problems. 

Transit agencies have tried incentive pay plans to obtain i~proved performance by 
employees with varying degrees of success. This report of the Transportation Research 



Board describes the conditions necessary for incentives to work, gives evaluation 
criteria, outlines the steps in designing and implementing an incentive plan, and gives 
detailed information on the plans used at two transit agencies. 

To develop this synthesis in a comprehensive manner and to ensure inclusion of 
significant knowledge, the Board analyzed available information assembled from nu
merous sources, including a large number of public transportation agencies. A topic 
panel of experts in the subject area was established to guide the researcher in organizing 
and evaluating the collected data, and to review the final synthesis report. 

This synthesis is an immediately useful document that records practices that were 
acceptable within the limitations of the knowledge available at the time of its prep
aration. As the processes of advancement continue, new knowledge can be expected 
to be added to that now at hand. 
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USE OF INCENTIVES TO ATTAIN 
SPECIFIED PERFORMANCE 

STANDARDS IN COLLECTIVE 
BARGAINING FOR MASS TRANSIT 

SUMMARY Incentive pay for unionized transit employees is the main concern of this synthesis. 
Thus it primarily considers incentives that are the product of collective negotiations. 

"Incentive pay plans" are plans under which the primary reward for above average 
performance is either money, such as bonuses or permanent pay raises, or something 
else of economic value, such as paid time off or merchandise. Of course, incentive 
pay plans can and often should provide recognition value as well as economic value. 
However, pay incentive rewards must have noticeable economic value, and may have 
recognition value as well. 

The report covers a number of topics: 

• Conditions necessary for incentives to change employee behavior 
• Types of effects caused by incentive pay 
• Criteria for evaluating incentives 
• Steps in the design and implementation of incentive plans 
• The published literature and surveys on transit incentive pay 
• The processes involved in developing and implementing successful incentive 

programs for unionized transit employees 
• The major concepts from general incentive theory as amplified by transit ex

perience 

Before an individual will be motivated to change his or her behavior for a promised 
economic reward, he or she must perceive that three things have an acceptably high 
probability of occurring: 

• The behavior will result in achieving the performance objectives 
• Achievement of the performance objectives will result in economic rewards 
• The benefit of the economic rewards and other outcomes is worth the effort of 

the behavior 

If any of these three are missing, then an incentive plan will not achieve its desired 
effect, but may cause a number of undesirable effects. A good deal of effort in incentive 
pay development is aimed at ensuring that these three elements are present. 
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The effects of incentive pay plans can be categorized into three types: intended 
effects, unintended effects, and net overall effects. When identifying the expected 
effects of an incentive plan, it is important to consider all three types. The harm 
caused by the unintended effects may outweigh the good caused by the intended 
effects, so the net overall effect of the incentive may be negative, even when the 
incentive itself is successful. 

Eventually, the key effects need to be evaluated to determine whether or not the 
incentive pay plan as a whole is to be considered successful. 

• Incentive plans should be evaluated both before and after implementation, using 
appropriate indicators of performance as criteria. 

• Performance indicators can be quantitative or qualitative; be in dollars or other 
units; be absolute measures, relative measures, or ratios; or be any mixture of the 
preceding. 

• The indicators should include measures of whether or not the plan attained the 
desired goals, and measures of the plan's impact on human resource and organizational 
goals and strategy. 

• The indicators often should include diagnostic measures, to help explain the 
reasons for success or failure. 

The specific criteria to be used for the evaluation of an incentive pay plan's effects 
will be unique for each case, because of differences in goals and in the conditions 
under which a plan operates. However, a number of general criteria that often will 
be applicable can be identified. General criteria for evaluating incentive pay plans are 
discussed in the text. 

Developing effective incentive pay plans consists of four major steps. The first step 
is to decide what the organization wishes to accomplish with incentive pay plans; that 
is, to establish incentive pay plan goals and objectives. 

The second step is to design the incentive pay plan. Key considerations here involve 
the process by which the plan is designed and the characteristics of the plan itself. 

The third step is to implement the incentive pay plan; that is, to introduce and 
administer it. The plan's introduction should ensure that employees understand and 
trust the incentive pay plan, and know which behaviors will be rewarded by it. 
Administrative considerations include the role of union and employee participation, 
and administrative structures and processes. 

The fourth step is to evaluate the success of the effort, and to make revisions in 
the steps were they are needed. Evaluations should occur on an ongoing periodic 
basis. 

Finally, it is necessary to ascertain that the incentive pay plan is internally consistent, 
and that the plan is congruent with other parts of the organization and its environment. 

The synthesis examines the use of incentive pay plans in the urban transit industry, 
based on published research and surveys. It identifies selected characteristics of transit 
incentives; provides examples of transit incentives; identifies the methods used to 
design, introduce, administer, and evaluate transit incentives, for a small number of 
cases; examines evaluations of transit incentive plans; and discusses the reasons ad
vanced for success or faiiure of transit incentives. 

A number of conclusions can be drawn from the published literature on incentives 
in the transit industry. First, a substantial amount of information is available about 

were relatively common, although most had low reward levels and accounted for a 
small proportion of total compensation. They involved a variety of different subjects 
and characteristics. Often, differences among systems in the presence, subjects, and 

-... 
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characteristics of incentives were associated with differences in system size and union 
status. 

Second, some of the types of incentives found in other industries may not be 
appropriate for transit, but transit is developing new types of incentive pay plans that 
are uniquely congruent with its strategies, organizations, and environment, rewarding 
improvement in indicators such as "on-time performance," "vehicle accidents," and 
"miles between roadcalls." 

Third, very little information is available about transit incentive design and imple
mentation processes, evaluations of outcomes, and identification of reasons for success 
or failure. However, the available information suggests that incentives can succeed in 
transit. Also, it confirms that pay incentives succeed or fail in transit for many of the 
same reasons that they succeed or fail in any other organization. 

Therefore, it appears that the general requirements for success discussed in earlier 
chapters are valid for transit, and should be heeded by those wishing to establish 
successful transit incentive pay plans. In particular, no plan may work at some 
properties, certain types of plans may not work at many more, and sometimes unique 
types may be the most appropriate choice. 

Chapter 4 presents the results of comprehensive case studies of incentive design 
and implementation at two transit systems. For the case on each system, the following 
format, which roughly parallels the four steps of effective incentive development 
through two cycles, is used: 

• Goals of the Initial Plans 
• Designing the Initial Plans 
• Characteristics of the Initial Plans 
• Implementing the Initial Plans 
• Evaluating the Initial Plans 
• Goals for the Revised Plans 
• Designing the Revised Plans 
• Characteristics of the Revised Plans 
• Implementing the Revised Plans 
• Evaluating the Revised Plans 

Much general theory and many transit industry practices concerning incentive pay 
are covered in this synthesis. Some of the more important concepts include: 

• If incentive pay plans are to succeed, management must be committed to them, 
and must be willing to devote substantial effort to their design and implementation. 

• For an incentive pay plan to affect behavior in the desired ways, the workers 
must perceive that there is a relationship between the behavior and the reward, 
although the relationship does not have to be a certainty. 

• A person will be motivated to exhibit the desired behavior only when the benefit 
exceeds the effort, according to his or her own individual valuation. In general, the 
higher the reward, the more of the desired behavior will be exhibited by the work 
force as a whole, because the benefit will exceed the effort for more people. 

• Incentive pay plans will have unintended as well as intended effects, and unin
tended effects can influence the net benefit of the incentive. 

• Incentive pay plans are best at attaining cost and productivity goals, but often 
are not effective for attaining goals involving employee commitment to the organi
zation, employee competence, or congruence between worker and organizational goals. 

• The motivation for cooperative performance caused by an incentive pay plan 
extends primarily to those within the performance unit. 
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• Trust is needed for any incentive pay plan to work, but the necessary level of 
trust is lower for some types of incentives than others. 

• The information and audit systems must be capable of collecting, storing, re
trieving, and verifying any performance indicator used. 

• The workers and their unions must be willing to accept the concept of incentive 
payments, as well as the specific plans proposed. Although wholehearted acceptance 
is not necessary for success, complete rejection will normally lead to failure, even if 
management is able to force the plans into the labor agreement. 

• Performance indicators should be easy to understand, and employees should be 
able to influence them. 

• Workers are more likely to be motivated by incentive pay plans that they or 
their unions have helped to design. 

= Communication efforts are needed for all incentive pay plans, both during their 
introduction and over the term of their existence. 

• Incentive pay plans must be congruent with a variety of other factors, including 
formal organizational and environmental characteristics. 

• The right incentive pay plan will succeed where important rewards can be given, 
rewards can be varied depending on performance, performance can be validly and 
inclusively measured, information can be provided that makes clear how rewards are 
given, trust is high, and employees accept the performance-based pay system. 

• Incentive pay plans should not be used where: the trust level is low, performance 
must be measured subjectively, inclusive measures of performance cannot be developed, 
and the organization is large and performance cannot be measured at the individual 
or group level. 

In some circumstances relating pay to performance can be beneficial to transit 
employees, transit organizations, and the public. Under the right conditions an in
centive plan can better meet worker needs, thereby improving the employees' quality 
of work life. Additionally, if the plan is properly designed, employee behaviors that 
result in higher pay should also result in improved organizational performance. Thus, 
appropriate pay incentive plans can be beneficial for both the workers and the transit 
system; and hence for pnhlic welfare as well. 
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CHAPTER ONE 

INTRODUCTION AND BASIC CONCEPTS 

Expanded availability and use of mass transit can help to 
achieve goals such as efficient transportation for commuters, 
relief from automobile congestion, mobility for the one-fifth of 
urban households without cars, energy conservation, and pol
lution abatement. However, it is becoming increasingly difficult 
for transit systems to obtain the revenues necessary to keep 
service at present levels, let alone to expand it. If transit is to 
supply the needed service, therefore, it must do so with im
provements in performance (J). 

Performance improvements often can be accomplished by 
better utilization of human resources. Although workers are 
important to any organization, they are especially so for transit. 
Labor costs account for three-quarters of the industry's oper
ating expenses. Moreover, to most people the vehicle operators 
are the transit system; therefore strengths or weaknesses of the 
operators are often seen as strengths and weaknesses of the 
entire transit organization. In short, transit's employees can 
greatly help (or hinder) organizational efficiency and effective
ness. Thus, a system's performance often can be improved 
through changes in its human resource policies and practices. 

One human resource utilization technique with potential for 
improving system performance is to more closely relate worker 
compensation to performance. That is, pay employees more for 
better performance. If done in appropriate circumstances, in
centive pay can improve both organizational performance and 
employee satisfaction. 

SCOPE: WHAT THIS REPORT DOES, AND DOES 
NOT, COVER 

Incentive pay for unionized transit employees is the main 
concern of this synthesis. Thus the report primarily considers 
pay incentive plans that are the product of collective negotia
tions, or that could be bargained over if either party wished to 
do so. As used in this report, such incentives are defined as 
follows: 

• Incentive pay plans are plans under which above-average 
performance is rewarded with either money, such as bonuses 
or permanent pay raises, or with something else of economic 
value, such as paid time off or merchandise. 

Of course, incentive pay plans can and often should provide 
recognition value as well as economic value. However, pay in
centives are those where the reward has noticeable economic 
value, and may have recognition value as well. Recognition 
incentives are those where the reward has mainly recognition 
value, such as plaques, shoulder patches, or certificates of merit. 

This synthesis looks at a wide variety of incentive pay plans. 
It is unlikely that all will be applicable to a given transit agency. 
Thus, one must determine which incentives, if any, are appro
priate for a specific agency at a particular time. 

This synthesis is concerned with unionized employees, al
though much of the theory is also applicable to unorganized 
workers. In the transit industry, most of the eligible workers 
are represented by unions at most agencies, except for the very 
smallest systems. 

This report does not cover recognition incentive plans in any 
depth. Also, it does not cover plans that result in reduced pay 
or other punishments for below-average performance, nor does 
it cover cases where unionized employees must bid for the work 
against outside contractors. Although recognition incentives, 
punishment incentives, and bidding do provide motivation for 
improved performance, the theory and practice of each often 
differs from that of incentive pay for superior performance. 

POTENTIAL BENEFITS OF INCENTIVE PAY 

It is widely believed in the United States that performance
based pay can be used to improve an organization's performance 
(2). This is so for several reasons. First, pay is a powerful 
motivator. How people are paid can affect their turnover, ab
senteeism, productivity, and quality of work (3), all of which 
can influence an organization's performance. For example, the 
literature indicates that pay incentives are by far the most ef
fective way of increasing productivity. Thus Locke's review (4) 
of research on productivity reported that pay incentives resulted 
in a median productivity increase of 30 percent, goal setting 
resulted in an 18 percent increase, job enrichment in a 17 percent 
increase, and participation in a 0.5 percent increase. 

Second, pay is a large part of total costs in most organizations. 
Thus, if a "better return" can be earned from payments for 
human assets, the impact on financial results can be substantial. 

Third, pay is often a major source of employee dissatisfaction 
(5). Problems in the compensation area can affect all aspects of 
the human resource system (2), and hence organizational per
formance. If pay systems can be designed to better satisfy work
ers, as pay-for-performance plans should, then some of the 
barriers to efficient and effective performance in other aspects 
of the human resource system will be removed. 

Fourth, pay is visible and tangible. Therefore the pay system 
sends strong messages to employees, management, governmental 
officials, and the public. Even incentive plans with insignificant 
direct costs or benefits can create positive perceptions of an 
organization's efficiency, effectiveness, and equity. 
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Moreover, properly designed incentive pay plans should be 
directly beneficial to an organization's employees. Indeed, the 
closer linking of pay and performance is a commonly discussed 
method for improving the quality of work life (6-8). 

Of course, improperly designed or administered incentive 
plans, or incentive pay applied in inappropriate cases, can do 
much more harm than good (2, 8). For example, many of the 
piecework systems that were popular in times past had negative 
features from both worker and management perspectives (9), 
and often would be counterproductive in the 1980s. 

Thus, in some circumstances, relating pay to performance can 
be beneficial to the employees and the organization. Under the 
right conditions an incentive plan can better meet worker needs, 
thereby improving the employees' quality of work life. Fur
thermore, if the plan is properly designed, employee behaviors 
that result in higher pay should also n:sult in improved orga
nizational performance. 

INCENTIVE PAY PLANS AND EMPLOYEE 
BEHAVIOR 

The first requirement for a successful incentive pay plan is 
that it must encourage workers to change their behavior in 
desired ways. The following brief description of motivation the
ory that seems most applicable to incentive pay plans is based 
on information found in Refs. 3, 5, 8, 10-16. 

Key Concepts 

• For an incentive pay plan to affect behavior, employees 
must believe that there is a relationship between the behavior 
and reward. 

• It is not necessary for the behavior to result in the reward 
with absolute certainty, but the higher the probability that the 
behavior will result in the reward, the higher will be the mo
tivation to exhibit the behavior. 

• The relationship between behavior and reward depends on 
the relationships between behavior and performance, and be
tween performance and reward. That is, Behavior -+ Perform
ance Objectives -+ Reward. This implies that the behavior
reward reiationship can be strengthened by improving either or 
both of the intermediate relationships, and that if either of the 
intermediate relationships is absent then so will be the behavior
reward relationship. 

• The behavior-performance relationship is affected by the 
ability of the individual involved and task characteristics. The 
performance-reward relationship is affected by the organiza
tion's ability to correctly measure performance, and to pay the 
reward if and only if the performance objectives are met. 

• A 11 of the preceding relationships are based on the indi
vidual's perception of reality. Therefore the strength of the re
lationships can be increased by changing inaccurate perceptions 
or by changing reality. 

efit" of behavior is the net utility of the expected economic 
reward and other outcomes. The "effort" is the "disutility" of 
the behavior. 

• An individual will be motivated to exhibit the new behavior 
only when the benefit exceeds the effort; that is, when his or 
her benefit/effort ratio is greater than one. 

• The benefit/effort ratio can usually be increased by in
creasing the size or the certainty of the economic reward. 

• Although each employee will value a given amount of re
ward and behavior differently, in general the higher the reward, 
the more of the desired behavior will be exhibited by the work 
force. 

The Behavior-Performance-Reward Relationship 

Before an individual will be motivated to change his or her 
behavior for a promised economic reward, he or she must per
ceive that three things have an acceptably high probability of 
occurring: 

• The behavior will result in achieving the performance ob
jectives, 

• Achievement of the performance objectives will result in 
economic rewards, and 

• The benefit of the economic rewards and other outcomes 
is worth the effort of the behavior. 

These relationships can be diagrammed as shown in Figure 1. 
Note that the probability that the behavior will result in an 

economic reward is the product of two probabilities: (1) the 
probability that the behavior will result in meeting the perform
ance objectives, and (2) the probability that achieving the per
formance objectives will result in being rewarded. 

The Link between Behavior and Performance 
Objectives 

The probability that an individual's behavior will result in 
attaining the desired performance objectives depends on a num
ber of factors, including: 

• the individual's own skills, knowledge, and ability; and 
• the task characteristics. 

Clearly, the Inure able the iu<livi<lual, Lile 1no1e likely thai the 
desired performance can be achieved. Characteristics of the task 
also matter. For example, the probability of successfully meeting 
the performance objectives decreases if: the standards are set 
too high given the task involved; the organization does not 
supply the needed information, authority, tools, and other sup
port needed; successful performance depends on other individ
uals who are not willing or able to do what is necessary; and 
so on. 

The Link between Performance Objectives and 
Economic Reward 

The probability that achieving the desired performance ob
jectives will result in the promised reward also depends on a 
number of factors, including: 
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- - - (1) - - - > Performance 
Objectives 

(?) - - - > Economic 
Reward 

Behavior 

- - - - - - - - - - - - - - - - - - - - - - - - > Other 
Outcomes 

FIGURE 1 Elements of incentive pay plan motivation. 

• the organization's ability to correctly measure the perform
ance, and 

• the organization's willingness and ability to pay what was 
promised. 

Even if the individual achieves the desired level of performance, 
it is still necessary for those performance results to be measured 
validly and reliably. For example, if individuals are to be re
warded for "improvements in attitude," but they believe that 
even if improvements do occur the changes will not be recog
nized, then they will not try to meet the performance objective. 

Also, the individuals must trust the organization to pay what 
has been promised if and only if the performance objectives have 
been achieved. Of course, the workers must trust the organi
zation to pay when the agreed-to performance objectives have 
clearly been met to everyone's satisfaction. This normally will 
not be a problem when the agreement is written into a labor 
contract, but could be a problem if individuals do not trust the 
organization to live up to its commitments and also have no 
method for enforcing agreements. 

More likely to be of concern is the requirement that individ
uals must trust the organization not to pay the performance 
reward when the objectives have not been met. In incentive pay 
plans where individual performance is measured subjectively, 
such as in many merit pay plans, it is common both within 
transit (16) and in industry in general (17) to give everyone a 
"merit" increase regardless of actual performance. If employees 
perceive that everyone will be given the performance reward 
whether or not they change their behavior, then they will not 
be motivated by the incentive to change their behavior. 

The Relationship between Behavior and Economic 
Reward 

Although the relationship between behavior and reward does 
not have to be certain, the individual does have to believe that 
it has a reasonably high probability of occurring. As already 
noted, the more certain the links between behavior and attain
ment of performance objectives, and between attainment of per
formance objectives and the reward, the higher the probability 
that the behavior will be rewarded. 

Moreover, the higher the probability that the behavior will 
be rewarded, the more likely that a given reward level will be 
enough to motivate the desired behavior. For example, a reward 
of x dollars might be enough to motivate the desired behavior 
if an individual perceives that the behavior will result in the 
reward with a 90 percent probability. If, however, an individual 
perceives that the behavior will result in the reward with only 

a 40 percent probability, then it usually will take a larger reward 
of (x + y) dollars to motivate the desired behavior. If the 
probability that the behavior will result in the reward becomes 
very low, then no amount of money may be enough to motivate 
the desired behavior. The effect of a given probability on an 
individual's motivation will of course vary from person to per
son. 

In summary, the higher the perceived probability that a given 
amount of behavior will result in a reward, the lower the reward 
has to be in order to motivate the behavior. Note that it is the 
individual's perceptions that matter, and these perceptions may 
or may not reflect reality. 

The Benefit/Effort Ratio and Individual Behavior 

Even if an individual believes that he or she will be rewarded 
for some behavior, it is also necessary that he or she believes 
that the benefit exceeds the added effort. Although the major 
component of the benefit should be the economic reward, other 
outcomes of the new behaviors or performance can affect the 
benefit's value to the worker (Figure 1). These "other outcomes" 
can range from positive factors, such as recognition from others 
and feelings of self-worth for a job well done, to negative factors 
such as social sanctions from those who are threatened by an
other's superior performance. For example, in piecework situ
ations there sometimes are informal norms established among 
the workers, and anyone who performs above the norm is sub
jected to strong social pressures. Thus, defining the terms: 

• Benefit is the sum of the utilities of the expected economic 
reward and other outcomes (with "utility" being defined as the 
value of an outcome to the person involved) 

• Effort is the disutility of the new behavior 

In general, the higher the economic reward, the higher will 
be the benefit. This is so because most people prefer more money 
to less. Thus for some economic reward level, the new benefit 
will exceed the new effort, and at that point a worker will be 
motivated to change his or her behavior. That is, the motivation 
to behave in the new way so as to obtain the reward will occur 
when the individual perceives that the 

Benefit > Effort 

or, in other words, where the individual perceives that the ratio 

Benefit/Effort > 1. 
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$ per Unused Absence 

FIGURE 2 Relationship between payment for unused 
absences and number of absences. 

Because the new behavior will not result in the desired benefit 
with certainty, as discussed earlier, the benefit is an expected 
rather than a certain value. Also, note that the benefit/effort 
ratio is not based on dollars, but on utilities. 

The Benefit/Effort Ratio and Work-Force Behavior 

Attitudes about the attractiveness of the reward and the effort 
required by the new behavior will differ by individual. Some 
people will value a given amount of money much more highly 
than others, and likewise some will value a given amount of 
effort expended or time sacrificed more highly than others. Thus, 
the reward level where the benefit exceeds the effort will differ 
by individual, with some people being willing to change their 
behavior for less reward than others. For the work force as a 
whole, the "suppiy" of the new behavior generaiiy wiii increase 
as the expected reward for the new behavior grows. 

Assume, for example, that the desired performance is to de
crease absences. If individuals are paid $2 for each unused day 
of sick leave, total system absences will not likely decrease. If 
they are paid $20 per unused day, absences probably will de
crease somewhat. If they are paid $200, absences will likely 
,lp.f"rP.-:JQP. cnhctant1ally_ A gr~rh nf thP P.YpP:rJp,i TPh1t1nn~h1p 

might be plotted as shown in Figure 2. Note the shape of the 
curve: total system absences decline very slowly at low reward 
levels, decline more rapidly for intermediate reward levels, then 
again decline very slowly at high reward levels. This is likely 
to occur because few people will respond to very low rewards, 
antl al the hight:Sl reward levels, few people are left who will 
be motivated by the additional money. Although the shape of 
the curve may differ, the illustrated shape has often been found 
to occur in practice, and has theoretical justifications as well 
(18). 

EFFECTS OF INCENTIVE PAY PLANS 

In identifying the effects on the organization of the employee 
behaviors caused by the incentive pay plan, it is helpful to 

consider the different types of effects, hierarchies of effects, and 
path diagrams of effects. 

Key Concepts 

• Most incentive pay plans will have both intended and un
intended effects. 

• In some cases the total impact of an incentive pay plan 
may be negative because the harm caused by the unintended 
effects outweighs the good caused by the intended effects. 

• It is often helpful to identify intermediate effects, or bridg
ing variables; this ensures that there is a logical relationship 
between input and intended outcome, makes it easier to identify 
reasons for failure, and identifies potential proxy measures for 
the intended outcome. 

• Path diagram models can help to identify the relationships 
among all of the effects, and hence can clarify the process and 
outcomes. 

• The chances of identifying all important effects, and hence 
the chance of avoiding failure, improve if the union and man
agement approach incentive pay plan issues with problem-solv
ing attitudes. The resultant sharing of information will be more 
likely to uncover all effects. 

Types of Effects 

The effects of incentive pay plans can be categorized into 
three types: intended effects, unintended effects, and net overall 
effects. 

• Intended Effects: the desired proximate results of the in
centive pay plan. 

• Unintended Effects: the anticipated and unanticipated by-

• Net Overall Effects: the net impact of the intended and 
unintended effects on the organization as a whole. 

As an example, assume that the collective bargaining agreement 
allows employees to sell back their unused sick leave to the 
system for $70 per day. Intended effects of this incentive would 
probably include a decline in the annual absences per employee, 
and a decrease in the number of extraboard operators employed. 
An unintended effect might be that operators come to work 
when they are really ill and under medication, thus spreading 
the disease and increasing the likelihood of having an accident. 
The net overall effect on such system-wide variables as total 
cost might therefore be either positive or negative, depending 
on the relative impacts of the intended and unintended effects. 

Hierarchy of Effects 

For any program, there usually will be a series of effects, 
starting with the input and ending with the outcome. To reach 
some desired end, certain subgoals have to be achieved. For 
example, assume that the desired effect of the aforementioned 



unused sick leave buy-back is to decrease total labor costs. To 
achieve this end the following sequence of effects must occur: 

1. operators must use less sick leave; 
2. as a result, the number of extra operators needed must 

decrease; 
3. as a result, the number of extra operators employed must 

decrease; 
4. as a result, the cost of the extraboard must decrease; 
5. the decrease in extraboard cost must be more than the 

incentive's cost; and 
6. as a result, total labor costs decrease. 

If any one of these intermediate effects, or bridging variables, 
is not present, then the desired outcome will not occur. Thus, 
in examining the reasons for a program's success or failure, it 
is helpful to identify these intermediate effects as well as the 
final desired outcome. 

Indeed, in many cases it may be impossible to detect the 
program's effect at the broadest level, because so many other 
factors are also influencing this level. Thus the effect of the sick 
leave buy-back on total labor costs may be statistically unde
tectable because so many other factors are concurrently affecting 
total labor costs. In such cases, it is even more important to 
identify the lower-level effects because a lower-level effect may 
be used as a proxy for what is occurring at the higher levels. 

Path Diagrams of Effects 

Finally, the effect hierarchies can be combined for both in
tended and unintended effects into one path diagram showing 
the entire process from input to output. Such a model helps 
those involved to understand more fully the reasons for a given 
program's success or failure, and to identify effects that should 
be investigated. For example, a partial path diagram of the sick 
leave buy-back plan is shown in Figure 3. 

CRITERIA FOR EVALUATING INCENTIVE PAY 
PLANS 

Eventually, the key effects need to be evaluated to determine 
whether or not the incentive pay plan as a whole is to be 
considered successful. Important concepts concerning such eval
uations are listed next. 

Key Concepts 

• Incentive plans should be evaluated both before and after 
implementation, using appropriate indicators of performance as 
criteria. 

• Performance indicators can be quantitative or qualitative; 
be in dollars or other units; be absolute measures, relative mea
sures, or ratios; or be any mixture of the preceding. 

• The indicators should include measures of whether or not 
the plan attained the desired goals, and measures of the plan's 
impact on human resource and organizational goals and strat
egy. 
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• The indicators often should include diagnostic measures, 
to help explain the reasons for success or failure. 

General Criteria 

The specific criteria to be used for the evaluation of an in
centive pay plan's effects will be unique for each case, because 
of differences in goals and in the conditions under which a plan 
operates. However, a number of general criteria that often will 
be applicable can be identified. More specific operational criteria 
can be developed for a particular plan from the relevant general 
criteria. Potential general criteria for evaluating incentive pay 
plans, which overlap somewhat, include: 

• Does the incentive pay plan attain the goals and objectives 
established for it? 

• Does the incentive pay plan help to attain or is it at least 
consistent with human resource goals concerning employee com
petence, employee commitment to the organization, congruence 
between employee goals and organizational goals, employee 
costs, and the desired system of union-management relations? 

• Does the incentive pay plan help to attain the organization's 
master goals and strategy, or is it at least consistent with them? 

• What is the incentive pay plan's impact on net operating 
income, and on relevant revenue, cost, productivity, and other 
performance indicators? 

• Are the incentive pay plan's structure and processes inter
nally consistent? 

• Is the incentive pay plan congruent with formal organi
zational structures and processes, with the organizational cli
mate, and with worker, union and other environmental 
characteristics? 

These criteria are discussed at relevant points in the following 
chapters. However, a few general comments are appropriate 
here. First, the incentive pay plan should be evaluated with 
appropriate criteria both before and after implementation. That 
is, the criteria should be established during the incentive pay 
plan design phase, and the incentive pay plan's expected per
formance forecast before the plan is adopted. If the plan is not 
expected to meet the necessary standards during the optimistic 
period before implementation, it certainly should not be imple
mented unless it is changed in ways that will meet the criteria. 
It is also necessary to evaluate the plan after experience with 
it, so that it can be changed or eliminated if necessary. 

Second, indicators used in the evaluation can be: (a) quan
titative or qualitative; (b) in terms of dollars, or of in terms of 
some other unit such as "number of absences" or "miles between 
roadcalls;" (c) absolute measures, ratios, before-after differences, 
or level relative to some other organization; or (d) any mixture 
of the preceding as the situation warrants. 

One criterion often used is benefit to cost. When used in 
benefit/cost analysis, the terms usually are defined as follows. 

• Benefits include the net value in dollars of all effects of the 
program. 

• Costs include the dollar value of all direct and indirect 
program expenses. 

• Benefit/cost is a ratio indicating the net return of the pro
gram to the organization. The program provides benefits equal 
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FIGURE 3 Partial path diagram of the effects of an incentive pay plan. 



to its cost when benefit/cost = 1, benefits less than its cost 
when benefit/cost < 1, and benefits greater than its cost when 
benefit/cost > 1. 

Note that the employee benefit/effort ratio discussed earlier is 
not based on dollars, but the organizational benefit/cost ratio 
usually is. In practice, it is often extremely difficult to validly 
reduce all benefits into dollar terms. If dollar benefits are not 
placed on all major program effects, or if the dollar benefits 
used are inaccurate, then the ratio is not a valid measure of a 
program's net return (19). Also, ratios in general can be very 
tricky to work with, although often they are necessary (20). 

Third, the set of criteria chosen should usually include in
dicators measuring whether or not the incentive pay plan ac
complishes the goals set for it, and what its impact is on human 
resource and organizational goals and strategy. That is, for a 
plan to be considered successful it should not only accomplish 
its own goals, but also should assist in achieving, or least not 
interfere with, higher level goals and strategy. 
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Fourth, the criteria chosen should often include diagnostic 
measures. Such criteria include indicators of the incentive plan's 
internal consistency, and its congruence with the larger orga
nization and environment of which it is a part. Such questions 
are especially important during the design phase, to help avoid 
potential failure. They also are usually relevant in post-imple
mentation reviews, to explain and improve the plan's effective
ness. 

CHAPTER CONCLUSIONS 

Well-designed and administered incentive pay plans can im
prove organizational performance in many cases. However, 
many incentive plans fail in practice because they are poorly 
designed, poorly administered, or applied in inappropriate cir
cumstances. Thus, transit agencies should only install incentive 
pay plans after carefully considering their usefulness for the 
particular situation involved. 
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CHAPTER TWO 

DEVELOPING INCENTIVE PAY PLANS 

Developing effective incentive pay plans consists of four major 
steps, as illustrated in Figure 4. 

The first step is to decide what the organization wishes to 
accomplish with incentive pay plans; that is, to estahlish incen
tive pay plan goals and objectives. 

The second step is to design the incentive pay plan. Key 
considerations here involve the process by which the plan is 
desi~ned and the characteristics of the plan itself. 

The third step is to implement the incentive pay plan; that 
is, to introduce and administer it. The plan's introduction should 
ensure that employees understand and trust the incentive pay 
plan, and know which behaviors will be rewarded by it. Ad
ministrative considerations include the role of union and em
ployee participation, and administrative structures and 
processes. 

The fourth step is to evaluate the success of the effort, and 
to make revisions in the steps where they are needed. Evaluations 
should occur on an ongoing, periodic basis. If an evaluation 
indicates that revisions are needed, then one would return to 
the first step needing revisions, make the necessary changes, 
and then again proceed down the chart. 

Establish Goals and Objectives 

Design the Plan 

I 
} 

Implement the Plan 

! 
Evaluate the Effort, and Make Revisions 

FIGURE 4 Steps in incentive pay plan development. 

Important for all of these steps is the concept of fit. For the 
plan to succeed, the choices made in each step must be congruent 
with each other, as well as with other aspects of the organization 
and environment. 

The information in this chapter is based on research and 
experience about incentives from all types of public and private 
organizations. Although most knowledge about incentive pay is 
based on practical expr.ri1mc:r. from individual cases, not on 
rigorous empirical research (3, 5, 21), the information herein 
generally will be true for transit agencies. 

STEP ONE: ESTABLISH INCENTIVE PAY PLAN 
GOALS AND OBJECTIVES 

The first step in developing incentive pay plans is to decide 
what the organization wishes to accomplish with them. 

Key Concepts 

• Goals are broad general statements of what one wishes to 
accomplish; objectives are specific statements of what is to be 
accomplished, with quantitative levels and time frames clearly 
specified. 

• Usually there will be seve1al aiLt:rnalive meihods for achiev
ing a goal; incentives should be used only if they are the best 
alternative. 

• The goals and objectives established for an incentive plan 
should help achieve the system's overall goals and human re
source goals, or at least should not be inconsistent with them. 

• One should consider both the intended and unintended 
effects of an incentive on all organizational goals. 

• Pay incentives tend to be best for attaining cost and pro
ductivity goals, but often are not effective for attaining employee 
commitment, competence, or congruence goals. 

Goals 

It is helpful to first develop goals; that is, broad general 
statements of what one wishes to accomplish with the incentive 
pay pian (22, 23). For example, one goal might be to decrease 
operator labor cost per vehicle mile, while concurrently provid
ing that no operators will be laid off. It is important to start 
with broad general statements so that the overall concept of 
what is desired is clearly understood. 

Incentive pay plan goals normally should be ones that help 
achieve the system's master goals and strategy, or at least should 

,... 



not be inconsistent with them. For example, assume that an 
agency's master strategy calls for building rider loyalty through 
the use of friendly operators who take time to help passengers 
when needed. An incentive pay plan that should help would be 
one that gives all operators a bonus whenever a quarterly pas
senger-opinion survey shows improved attitudes toward drivers. 
On the other hand, consider an incentive pay plan with the goal 
of increasing on-time performance, to be accomplished by paying 
individual monthly bonuses only to those operators who have 
improved on their previous month's on-time percentage. This 
incentive pay plan probably would discourage drivers from help
ing passengers, and therefore would be inconsistent with the 
system's master strategy. (This is not to say that helpful oper
ators will always improve passenger loyalty more than on-time 
service. But if it has been determined that helpful drivers are 
the most important criteria in a given case, then establishing an 
incentive pay plan that rewards only on-time performance would 
be inappropriate.) 

Objectives 

Using incentive pay plan goals as a basis, one should develop 
objectives, which are precise and measurable statements of what 
is desired (22-24). Objectives should be: 

• Supportive of incentive pay plan goals (and consistent with 
the system's master strategy and goals) 

• Reasonably attainable 
• Clear, concise, and unambiguous 
• Measurable in terms of amount and time frame 

For example, the objectives of an attendance incentive program 
might be to reduce the cost of the extraboard by 10 percent 
during the first year of the contract, while maintaining a no
layoff policy, such that the savings generated will be twice the 
cost of the program. These objectives are consistent with the 
goal of reducing labor costs while ensuring that no currently 
employed operator's position will be worsened because of it. 
They are clear and measurable in terms of amount and time. 
Depending on such factors as the operator turnover rate and 
work rule restrictions, they may or may not be reasonably at
tainable. 

By stating incentive pay plan objectives as outlined, it is easier 
to determine beforehand precisely what is needed for success, 
and thus avoid establishing a program that is clearly destined 
for failure. Returning to the attendance incentive example, if 
realistic estimates indicate that the savings generated will be less 
than the total amount of payments for attendance incentives, 
then the proposal can be dropped from further consideration. 
If the objectives had been stated in less precise terms, the prob
lem might not have been obvious until the program had been 
implemented. 

Other Considerations 

Several additional points are worthy of consideration. First, 
the discussion in Chapter 1 about the effects of incentive pay, 
and the criteria for evaluating incentive plans, is applicable to 
the development of goals and objectives. 
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Second, an incentive pay plan may be only one of several 
ways for attaining a goal. All possible ways of achieving the 
goal should be considered, and an incentive pay plan should be 
used only when it is the "best" of the competing proposals. 

Third, although the intended effects of an incentive pay plan 
might help obtain a desired goal/objective, its unintended effects 
might hurt the attainment of other goals. Thus it is important 
to consider the intended and unintended effects of incentive pay 
plans on all of the system's goals and strategy in order to 
ascertain that more total good than harm will be done. For 
example, if employees are competing against each other for 
individual performance bonuses, performance goals may be met 
at the expense of cooperation goals. 

Fourth, incentive pay plans tend to be best at attaining cost 
and productivity goals, but often are not effective for attaining 
goals involving employee commitment to the organization, em
ployee competence, or congruence between worker goals and 
organizational goals (2). One possible exception would be plans 
using significant employee participation; it seems that an effec
tive plan not only would decrease costs and increase produc
tivity, but also should increase employee commitment and 
congruence. 

Much more could be said, but a more comprehensive dis
cussion of goals and objectives is beyond the scope of this paper. 
For excellent descriptions of how to set goals and objectives for 
transit systems, see Refs. 22-24. Formulating strategy, goals, 
and objectives at a more general and theoretical level is covered 
in Refs. 25-30. Meyer (28) deals specifically with transit. The 
following sections indicate what types of goals are best accom
plished by various incentive pay plan characteristics. It is as
sumed that the goals and objectives already have been 
established, and the user is trying to develop incentive pay plans 
that best achieve these goals and objectives. 

STEP TWO: DESIGN THE PLAN (THE PROCESS) 

Recall that the design of an incentive pay plan involves both 
the process by which the plan is designed and the characteristics 
of the plan itself. This section looks at the process, and the next 
section examines the various structural characteristics of incen
tive pay plans. The primary process issue addressed in this 
section is the extent to which employees and their unions should 
be involved in incentive pay plan design. 

Key Concepts 

• Workers are more likely to be motivated by incentive pay 
plans that they (or their unions) have helped to design. 

• Plans designed through integrative bargaining are more 
likely to result in desired employee behavior than plans designed 
through distributive bargaining. 

• Integrative bargaining is most important for designing plans 
using comprehensive performance indicators, in situations where 
the likelihood of unanticipated effects is high, and where success 
will require a variety of behaviors that cannot be identified in 
advance. 

• Integrative bargaining is less important for plans using 
specific objective performance indicators, where success requires 
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only a few very specific behaviors, and where the potential for 
unforeseen effects and behaviors is low. 

• If a plan is to be designed through an integrative and 
participative approach, then the design process should probably 
occur outside of the regular contract negotiations. 

• The type of bargaining used in the design process should 
normally be the same as that found in the general union-man
agement relationship. 

The Value of Worker/Union Participation 

In general, the more that the workers are involved in the 
design process, the higher the likelihood that the incentive pay 
plan will elicit the desired behaviors (2, 5, 16, 31-33). The 
relationship between the structure and process, emphasizing the 
importance of employee input, is well stated by Beer et al. (2, 
p. 126): 

The traditional emphasis of managers and compensation spe
cialists seems to be that if the right system can be developed, it 
will solve most problems. We do not think this is a plausible 
assumption-there is no single right answer or objective solution 
to what or how someone should be rewarded. What people will 
accept, be motivated by, or perceive as fair is highly subjec
tive .. . . Communication, participation, and trust can have an 
important effect on people's perceptions of pay, the meaning they 
attach to a new pay system, and their response to that system. 
In short, the process may be as important as the system, and it 
should be taken into account when the system is designed and 
administered. 

In unionized organizations, normally the employee represen
tative must by law be consulted concerning compensation struc
tures. But, as Henderson (31, pp. 134-136) points out, it is often 
better to maximize rather than minimize union involvement. 

Aithough it may be siower and initiaiiy may cause extra probiems 
for the compensation manager, a wise approach is to include 
union representation at every step in the process of building a 
compensation system .... If a program is to be truly workable, 
it must be understood and accepted. In a union[ized] shop, this 
means union approval. Union hostility and opposition can de
stroy the best system . . .. Active union involvement from the 
beginning stage of development through implementation can only 
have a positive effect on improving acceptance of a compensation 
system. The deveiopment of a good compensation system requires 
the use of the best judgment of all members of an organization, 
including union as well as non-union members. 

Although there has been little rigorous empirical research on 
the impact of employee involvement, at least one field experi
ment indicates that employee participation in incentive pay plan 
design can make the difference between success and failure (34, 
35). In this experiment, identical incentive plans to improve 
attendance were installed in several similar work groups, 
whereby bonuses were provided when attendance improved. 
Although the plan was the same for all groups, some of the 
groups had been responsible for its design. The plan succeeded 
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upon which it was imposed. A number of other studies (5, 6, 
16, 36-38) also indicate that employee participation in the design 
process can improve the effectiveness of incentive pay plans. 

Lawler (5) identifies possible reasons why employees are more 
likely to be motivated by incentive pay plans that they have 
helped to design: 

• they have more information about the plan 
• they are more committed to it 
• they have more control over what happens 
• they have more trust in the system 
• their involvement has led to a higher-quality plan 

In sum, when employee representatives are involved in designing 
incentive plans, it is more likely that the plans will be successful 
in motivating the employees. Many of the concepts concerning 
employee behavior and incentive plans, discussed in Chapter 1, 
are applicable here. 

Distributive, Mixed, and Integrative Bargaining 

When the employees are unionized, as they are assumed to 
be in this study, then any incentive plan would have to be at 
least acceptable enough to be included in the labor agreement. 
However, incentive pay plan negotiations can be: 

• distributive [whatever I gain, you lose], 
• integrative [we both can gain], or 
• mixed [we both gain, but bargain over our shares of the 

gains]. 

(These terms come from Ref. 39; see also Refs. 40 and 41.) In 
the distributive bargaining case, an incentive pay plan might be 
agreed to by the parties as part of a package of trade-offs. In 
the integrative bargaining case, it would be the result of a joint 
problem-solving exercise to find a mutually beneficial solution. 
Broadly, the terms "distributive" and "adversarial" mean the 
same thing, as do the terms "integrative" and "cooperative." 

Although there is no known research concerning it, it would 
seem that incentive pay plans designed through integrative bar
gaining would be more likely to elicit the desired employee 
behaviors, might be more expensive, but might have a higher 
benefit-to-cost ratio. Integrative bargaining probably is most 
needed for plans using comprehensive or complex performance 
indicators, in situations where the potential for side effects and 
unintended effects are high, and when success requires a variety 
of individual and cooperative behaviors. One example of such 
a situation would be cost savings plans, such as Scanlon Plan 
operations. 

Although it might still be beneficial, integrative bargaining 
probably is less critical for plans using objective indicators that 
are not comprehensive, when success requires only relatively 
straightforward and easy-to-define individual performance be
haviors, and when the potential for side-effects and unintended 
effects is low. Examples of such situations might be individual 
attendance, safety, or suggestion incentives. 

Finally, there is no rigorous research on the types of group 
decision-making processes that work best for designing incentive 
n~v nl~nQ: (" J.Jnn1P"Pr -if 1ntPCT1"''.lit1uP 1'!:llrcHiin1nlT 1~ tn hP ncPrl r -·.1 r ----- ,-/ · -- ..... ··-·--,a- aa• --o· --- ·- ..... -·o------·o .. ,., ""' .., ................... , 
it would seem that some of the approaches found effective in 
labor-management cooperation efforts would be applicable (6, 
42-44). Participative approaches to incentive pay plan design 



are likely to take a good deal of time (5); therefore, design 
during regular contract negotiations often would not be optimal. 

Other Considerations 

A few other points about the process of designing incentive 
pay plans in unionized situations are pertinent. First, guarantees 
may have to be given that the incentives will create no layoffs 
or loss of earnings (6, 16, 21, 33, 43, 44). Second, to receive the 
desired degree of cooperation, the party wishing the incentive 
pay plan may have to make concessions greater than it considers 
necessary or fair (45, 46). (For further discussion, see Refs. 32, 
33, 45-49.) 

Two caveats need to be made. First, the level of employee 
involvement in incentive pay plan design should match the level 
of employee/union involvement in other aspects of the labor
management relationship. A full participative and integrative 
approach to incentive pay plan design is not likely to work at 
an agency with a traditional autocratic relationship with its 
employees. Either the general relationship or the design process 
can be changed, but they must be the same. This issue is dis
cussed further in the last section of this chapter. 

Second, however good it sounds, a fully integrative (that is, 
cooperative) labor-management relationship is often not possi
ble. Completely integrative bargaining seems workable in theory, 
but it seldom is seen in practice. Given an imperfect world, 
therefore, those involved may want to move toward a more 
integrative relationship, but they should make their decisions 
based on the reality of the present. 

These two caveats apply not only to incentive pay plan design, 
but also to incentive pay plan implementation, discussed later 
in this chapter. 

STEP TWO CONTINUED: DESIGN THE PLAN 
(CHARACTERISTICS) 

The second step in developing incentive pay plans also in
volves making choices about the various characteristics of the 
plans. These characteristics are based on a model developed by 
Lawler (5) and include the: 

• performance aggregation unit 
• payout formula 
• performance plan coverage and structure 
• performance indicators 
• period over which performance is measured 
• value (and type) of the reward 
• frequency of the receipt of the reward 
• duration of the reward 

Many of the conclusions presented in this section are logical 
extensions of the concepts presented in Chapter 1 concerning 
employee behavior and the effects of incentive pay plans. 

Key Concepts 

• The specific characteristics chosen for a plan should be 
those that will encourage the employee behaviors needed to 
achieve the plan's objectives. 
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• The motivation for individual performance caused by in
centive pay plans increases as the performance aggregation unit 
becomes smaller, and when the payout formula is based on 
individual performance. 

• The motivation for cooperative performance caused by in
centive pay plans extends primarily to those within the per
formance aggregation unit, and increases as the performance 
aggregation unit becomes smaller. 

• Some worker-management trust is necessary for any in
centive plan to work. But, the level of trust needed is lower for 
some types of plans than others. Thus even when the existing 
level of trust will not support some sets of plan characteristics, 
it may support other sets. In general, less trust is needed for 
large performance units, with payout formulas that give equal 
amounts to all, and with objective performance indicators. 

• The information and audit systems must be capable of 
collecting, storing, retrieving, and verifying any indicator used. 
Their capabilities should be considered in choosing the other 
characteristics of a plan. 

• It usually is not wise to force union or employee acceptance 
of an incentive pay plan that they strongly oppose, even when 
management strength makes it possible to do so. Strong em
ployee or union opposition probably means that the covered 
employees will not trust the plan enough to modify their be
havior, or may modify their behavior in destructive ways. 
Unions usually are more likely to willingly accept plans that 
aggregate performance at the system-wide level, that pay out 
equally to all, and that are based on objective performance 
indicators. Their willingness to adopt incentive pay plans usually 
will increase when it can be shown that rewards above what 
would otherwise be possible are available with an incentive pay 
plan. 

• Performance indicators should be related to incentive pay 
plan goals, should measure all activities necessary for success, 
should be influenceable by covered employees, and should be 
easy to understand. In general, indicators that score high on 
some of the preceding criteria will score low on others; therefore 
compromises may be necessary. 

• The time spans over which performance is measured should 
be chosen with regard to the need for feedback, any natural 
cycles, and the nature of the time frame needed to achieve 
incentive pay plan objectives. 

• The reward should be large enough and frequent enough 
to elicit the desired behavior; if the cost of such rewards is larger 
than the benefit to the organization, then the incentive pay plan 
should be dropped. 

The Objectives-Behavior-Characteristics 
Relationship 

Before attempting to make decisions about the characteristics 
of incentive pay plans, one should identify the employee be
haviors that will be necessary to accomplish the plans' objectives. 
Once this process is accomplished, one can choose the incentive 
pay plan characteristics that are most likely to result in the 
necessary behaviors and hence the desired outcomes. Thus, 
much of this section is concerned with the types of employee 
behavior growing out of different characteristic choices. 
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TABLE I 

ACCIDENT AND MILEAGE DATA FOR TINY TRANSIT 
SYSTEM 

Chargeable Accidents 

Garage and Chargeable Vehicle per 1000 Vehicle Miles 

Driver Accidents Miles Indiv. Garage System 

Garage A 
Driver 1 1 20,000 0.05 
Driver 2 0 15,000 0.00 
Driver 3 3 17, 000 0.18 

Total 4 52 , 000 0 . 08 

Garage B 
Driver 4 5 30,000 0. 17 
Driver 5 0 10, 000 o.oo 
Driver 6 2 15.000 0 . 13 
Driver 7 2 16,000 0.13 

Total 9 71,UUU 0.13 

Garage C 
Driver 8 1 10,000 0.10 
Driver 9 1 10,000 0.10 
Driver 10 1 10,000 0.10 

Total 3 30,000 0.10 

System Total 16 153, 000 0.10 

Performance Unit, Payout Formula, and Coverage/ 
Structure 

The first three characteristics are closely interrelated because 
decisions about each often affect the others and because the 
same considerations are important for making choices about 
them all. The choices available for each of the three are covered 
next, followed by an examination of the factors to consider when 
making the choices. 

Perfo,rmance Aggregation Unit 

The "performance aggregation unit" (or performance unit) is 
the group of people whose performance is collectively measured. 
To give a few of the possibilities, performance can be summa
rized: 

• separately for each individual 
• by work group 
• by department 
• for the entire organization 

For example, assume that Tiny Transit System uses the per
formance indicator "Chargeable Accidents per Thousand Ve
hicle Miles." The agency has 10 operators and 3 garages (Table 
1). 

If the performance aggregation unit is the individual, then 
there are 10 measures of performance, one for each person, 
ranging from 0.00 to 0.18 chargeable accidents per thousand 
vehicle miles. If the performance aggregation unit is the garage, 
then there are three measures ot pertormance, one tor each 
garage: 0.08, 0.10 and 0.13 chargeable accidents per thousand 
vehicle miles. If the performance aggregation unit is the orga-

nization, then there is one measure of performance, 0.10 acci
dents per thousand vehicle miles. 

Many indicators can be aggregated for almost any desired 
performance unit, as for example the preceding accident data. 
Some indicators, however, can reasonably be used only forcer
tain performance aggregation units. For example, the operating 
ratio typically would be used only when the performance ag
gregation unit is the entire organization, or a semiautonomous 
division. It would not be reasonable to try to calculate an in
dividual operating ratio for each employee, or for each functional 
department (such as transportation, maintenance, and admin
istration). Thus those making decisions about the performance 
aggregation units and performance indicators need to consider 
the fit between them. 

Payout Formulas 

When performance is aggregated for a group or larger unit, 
then the share of the reward that each individual within the 
unit should receive still must be determined. The method for 
allocating a unit's performance earnings among individuals in 
the unit is called the "payout formula." Some of the payout 
formula options include: 

• Equal amount to each individual 
• Equal amount per hour worked to each individual 
• Equal percentage of earnings to each individual 
• Amount based on the performance of each individual 

The first three options do not consider individual performance, 
and pay all individuals in the unit "equally." The last payout 
formula option does base the individual's reward on his or her 
relative performance. Therefore it actually represents a two
stage performance aggregation. First, performance is measured 
for the large unit to determine total funds available. Second, it 
is measured for each individual to determine each person's share 
of the unit's total funds. 

For example, assume that Tiny Transit System has decided 
that performance aggregation will be at the garage level, and 
that based on its unit accident rate of 0.08, Garage A has 
received $900. If each individual receives an equal amount under 
the payout formula, then Drivers l, 2, and 3 each receive $300. 
If, however, the payout formula is to be based on individual 
performance, some measure of individual performance must be 
adopted. Assume that each driver is assigned performance 
points, and a driver's share of the unit pool is equal to his or 
her percentage of the unit's performance points. If Driver 1 
receives 8 points, Driver 2 receives 10 points, and Driver 3 
receive~ 2 voiuls, with a lulal uf 8 + 10 + 2 - 20 points 
allocated, then the rewards are: 

Driver l = $900 X (8/ 20) = $360 
Driver 2 = $900 X (10/ 20) = $450 
Driver 3 = $900 X (2/ 20) = $90 

In the preceding case, the performance points probably would 
be based on some measure of safe driving but conceivably could 
be based on any desired type of individual performance. 



Performance Plan Coverage/Structure 

Finally, there is the issue of how many different performance 
plans should be established (structure), and what occupations 
should be included in each (coverage). For example, everyone 
in the organization can be included under one plan; or all union
ized employees can be included under one plan; or different 
performance plans can be established for each functional unit 
such as one for transportation, one for maintenance, and one 
for administration. 

Moreover, employees can be covered simultaneously by sev
eral plans. For example, one might be covered by one plan 
involving short-run and another involving long-run results. Or, 
one might be covered by safety, attendance, and suggestion 
plans. 

Also, when there are two or more plans they may all involve 
one performance unit level, or may involve several levels. For 
example, if an organization has three plans, with the perform
ance aggregation unit being the individual for all three, then 
only one performance unit level is involved. On the other hand, 
workers might be covered by one plan based on individual 
attendance, and by another based on the system's operating 
ratio; this structure involves two performance unit levels (in
dividual and organizational). 

Considerations in Making Choices 

Thus, three interrelated decisions must be made: (a) What 
performance aggregation units should be chosen? (b) What pay
out formula should be used to apportion rewards to individuals 
within a unit? and (c) What should be the performance plan 
coverage/structure? Factors that should be considered include 
(2. 5, 8, 31, 32): 

• Importance of individual performance 
• Importance of cooperative performance 
• Level of trust 
• Information system capabilities 
• Union attitudes 

"Individual performance" involves each person working to 
affect his or her individual contribution and "cooperative per
formance" involves each person working with others to affect 
the performance unit's contribution. To illustrate with a bas
ketball team, making baskets is an example of individual per
formance, and passing to others so they can shoot is an example 
of cooperative performance. Both activities affect the unit's per
formance, but each does so in a different way. 

Improving Individual Performance 

Motivation for individual performance usually increases as 
the level of the performance aggregation unit decreases (2, 5). 
Thus the strongest encouragement for individual performance 
is aggregation at the individual level, and the weakest is aggre
gation at the organizational level. This is so because the smaller 
the unit the more impact an individual can have on a perform
ance outcome. For example, one can influence his or her own 
accident rate much more than one can influence the whole 
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transportation department's accident rate. Thus it would be 
expected that the motivation to decrease accidents would usually 
be greater when performance is aggregated at the individual 
level. 

In some cases, however, aggregation at the group level might 
provide maximum motivation. This situation would occur where 
some individuals in the group were not motivated by the ad
ditional money but perform because of social pressure put on 
them by other group members when the reward is based on 
group performance. 

When the performance aggregation unit is larger than one 
person, motivation for individual performance is greater when 
the payout formula is based on an individual's performance 
within the group than when the payout formula calls for some 
form of equal payments to all group members (5). For example, 
assume that the total amount of money available for distribution 
is based on the aggregated accident rate of all operators. An 
individual's motivation to decrease accidents would be greater 
if one's share of the total depended on his or her own accident 
rate rather than if all operators received an equal share of the 
funds. The reason for this is that although an individual's impact 
on the aggregated indicator is the same in both cases,there is a 
stronger perceived relationship between behavior and reward 
when the payout formula is based on a person's own perform
ance. 

In summary, the motivation for individual performance is 
directly related to the amount of influence the individual feels 
he or she has over the performance outcome and the reward. 
The strongest motivation usually occurs when the performance 
aggregation unit is at the individual level; the next strongest 
motivation occurs when the aggregation unit is a group and 
payout is based on individual performance. The weakest mo
tivation for individual performance would be present when the 
performance aggregation unit is the entire organization and the 
payout is equal to all individuals in the unit. Thus, as the 
importance of individual performance increases, the smaller 
should be the performance aggregation units and the more im
portant it is that payout formulas are based on individual per
formance. 

Improving Cooperation 

In general, an incentive pay plan will motivate workers in 
the same performance aggregation unit to cooperate with each 
other. Such cooperation can improve the unit's performance 
and, therefore, the rewards of all those within it (2, 5, 8). 
However, a worker's motivation to cooperate with others in the 
performance unit usually decreases as the performance unit level 
increases because his or her behavior makes less difference on 
the performance of larger units. Cooperative behavior within 
the performance aggregation unit also probably is higher when 
the payout formula is not based on individual performance. 

Take for example a situation where one has the choice of 
aggregating performance for each individual, for each garage 
(there are several garages), or for the system as a whole. Also, 
the payout formula may be based on individual performance, 
or each person in the unit may get an equal share. Table 2 
shows illustrative hypothetical impacts of an incentive pay plan 
on a worker's relative motivation for cooperative performance. 
Consider the case of Jane Doe, an employee in one of the garages. 
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TABLE 2 

RELATIVE MOTIVATION FOR COOPERATIVE 
PERFORMANCE CAUSED BY INCENTIVE PAY 

Motivationa to 
Performance Cooperate With 
Aggregation Payout Others in Sarne 

Option Unit Formula Garage System 

1 Individual 1 1 
2 Garage Individual 4 1 
3 Garage Equal to all 5 1 
4 System Individual 2 2 
5 System Equal to all 3 3 

aThe higher the number, the higher the motivation to 
cooperate. The values are illustrative only . 

If performance is aggregated for each worker (option 1), then 
Jane has little motivation from the incentive pay plan to co
operate with others. She is rewarded by the incentive pay plan 
only for her individual performance; therefore the garage or 
system performance does not matter to her. If the performance 
unit is by garage (options 2 and 3), then Jane is motivated to 
cooperate with others in her garage, but still is not motivated 
to cooperate with others outside of her garage. This is true 
because garage performance influences her reward, but system 
performance does not. If the performance unit is the entire 
system (options 4 and 5), then Jane is motivated to cooperate 
with everyone in the system, whether or not they are in her 
garage. Because she can have more impact on the smaller unit's 
results, Jane's motivation to cooperate is higher when the per
formance unit is the garage than when it is the system. 

When the performance unit's payout formula is based on 
individual performance (options 2 and 4), then Jane's motivation 
to cooperate is lower than when everyone in her unit receives 
an equal amount (option 3 and S), except in the unlikely case 
that the individual perforn1ancc indicators are n1easures of co
operation. The lower cooperation numbers for individual per
formance payouts occur because cooperative behavior 
sometimes reduces individual performance; one would expect 
workers in the unit to be motivated to cooperate only as long 
as doing so did not hurt their own performance. If each person 
receives an equal share of the reward, then they would be mo
tivated to cooperate to improve the unit's performance without 
regard to their own performance. 

The performance plan coverage and structure can also affect 
the motivation to cooperate. If cooperation is important to ob
tain certain organizational objectives, then the coverage/struc
ture usually should be such that the groups of people who need 
to cooperate are in the same rather than different plans. Con
sider, for example, roadcalls. Both mechanics and operators can 
influence the performance indicator of roadcalls per vehicle mile, 
mechanics by the quality of diagnostics and repairs, and oper
ators by the quality of their reporting of potential problems. If 
the performance plan structure is by department, with main
tenance and transportation under separate plans, then generally 
the operator performance plan would not include roadcalls as 
a performance measure. Thus they would have little motivation 
to cooperate with mechanics by complete reporting of potential 
problems. If, however, all mechanics and operators are in the 

same plan, then roadcalls would be a reasonable performance 
indicator to use. Additionally, the motivation to cooperate to 
decrease roadcalls would certainly increase. 

In summary, as cooperation becomes more important for 
obtaining certain organizational objectives, there is a strong need 
to include in the performance unit all those who should coop
erate, and to use a payout formula that is not based on individual 
performance. 

It is often the case that performance units, payout formulas, 
and plan coverage/structures that increase the motivation for 
cooperation are those that decrease the motivation for individual 
performance. Thus trade-offs sometimes have to be made, de
pending on the relative importance of cooperative and individual 
performance for the particular situation involved. Sometimes, 
happily, improving cooperation also improves the ability of in
dividuals to perform, as in the preceding roadcall example. 
When this occurs, it is possible to increase the motivation for 
both individual and cooperative performance. 

The Role of Trust 

Also important is the degree of trust that the workers have 
in the performance unit, payout formula, and plan coverage/ 
structure (2, 3, 5, 8, 16, 21, 32, 33, 48). If the level of trust in 
these elements is not reasonably high, the employees will per
ceive that there is no relationship between effort and reward, 
and hence the incentive pay plan will not change performance. 
For example, trust of supervisors often is necessary if one wishes 
to use aggregation levels and payout formulas based on indi
vidual performance, because individual performance often is 
judged or influenced by supervisors. Trust of the organization 
would be necessary for higher aggregation levels. 

The Role of the Information System 

The uexl fadur influem;ing uecisiuns abuul performance unii, 
payout formulas, and plan coverage/structures is the informa
tion system (5). As with the level of trust, the information system 
is really more of a constraint on what is possible than a factor 
to be optimized. The performance unit levels used must have 
good measures available; that is, the information system must 
be able to collect, store, and retrieve reliable values for the 
indicators. Likewise. payout formulas also must consider the 
ability of the information system to provide reliable data for 
any variables in the formula. In short, if the information system 
cannot produce valid and reliable indicators at a given aggre
gation level, or for a given payout formula, then these indicators 
should not be used, nor should a performance plan coverage/ 
structure be established requiring their use. Both the reality and 
people's perception of reality are important here; not only must 
the information system truly be adequate to the task, but people 
must believe that it is adequate. 

The Influence of Union Attitudes 

The fifth and final factor is union attitudes (2, 5, 32, 33, 48, 
50). In general, workers organized into unions have historically 
opposed incentive systems, especially those that pit workers 

..... 



against one another. By and large, this is also true for the unions 
most commonly representing transit employees. However, larger 
performance aggregation units, fewer separate plans dividing 
union members, and payout formulas that are not based on 
individual performance are more likely to be willingly accepted 
because they offer the opportunity for all workers to benefit 
mutually. The willingness of workers and their unions to accept 
incentive plans will increase with their trust in management. 
Moreover, as the union-management relationship improves, 
worker and union trust in management is also likely to increase. 

Summary of Unit/ P«yout/Coverage/ Structure 
Considerations 

Factors favoring lower aggregation levels, more separate 
plans, and individual-based payout formulas are cases where 
tasks are not interdependent, motivation for individual perform
ance is most important, and worker and union trust in man
agement is high. Higher aggregation levels, fewer separate plans, 
and nonindividual-based payout formulas often are better when 
tasks are interdependent, individual performance is less impor
tant than cooperation, and trust is lower. In all cases, the in
formation system must be able to provide needed information. 

When motivation for both individual performance and co
operation are important, and the other factors are favorable, 
performance can be aggregated on several levels and/ or payouts 
made based on combination formula. For example, one might 
determine a performance bonus pool based on organizational 
performance, but distribute it to individuals based on their in
dividual performance (51, 52). Or, one might pay out equal 
rewards to all individuals based on company performance and 
at the same time pay out additional rewards to each individual 
based on their own performance. 

Indicators of Performance 

The next characteristic to be considered is the indicator to 
be used to measure performance. Each situation is unique; there
fore specific indicators must be chosen to fit the case at hand. 
However, general principles for choosing indicators can be de
veloped. This section classifies indicators according to their 
comprehensiveness, illustrates them with measures used in 
transit in 1985, and discusses general principles for indicator 
choice. 

Indicator Comprehensiveness 

One helpful way of classifying indicators is according to how 
comprehensive they are (53, 54); that is, according to how many 
different things can influence their value. One such scheme 
categorizes indicators as shown in Table 3. 

As the table shows, indicators measuring one specific behavior 
or attitude are the least comprehensive, followed by indicators 
measuring a set of specific behaviors and attitudes. Neither is 
much used in transit. The next most comprehensive indicators 
measure one specific result, such as number of accidents or 
number of absences. Broader still are indicators measuring a set 
of specific results, such as number of accidents, number of 
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TABLE 3 

DEGREE OF INDICATOR COMPREHENSIVENESS 

Indicator Performance Degree of Com-
Measures Example Unit prehensiveness 

One specific Courtesy Individual Least 
behavior Comprehensive 
or attitude 

Set of specific Courtesy & Individual 
behaviors or motivation 
attitudes 

One specific Number of Individual 
result accidents Group/dept. 

System 

Set of specific Numbers of Individual 
results accidents & Group/dept . 

absences System 

Overall general Best Individual 
individual employee 
performance 

One second- Labor costs Group/ dept. 
level result System 

Set of second- Labor costs & Group/dept . 
level results productivity System 

Net overall Net income or System Most 
results operating Comprehensive 

ratio 

absences, and number of disciplinary notices. The next two 
broadest indicators measure a second level result and a set of 
second-level results. Second level results include such things as 
fare revenue, labor costs, passenger trips, and physical produc
tivity such as vehicle miles per employee. Finally, the most 
comprehensive indicators measure total system results, and in
clude such things as net income, and the operating ratio (which 
is operating revenue divided by operating expenses). Whether 
or not one agrees with these particular operational definitions 
of comprehensiveness, the important point is that indicators can 
range from very specific to very comprehensive measures of 
performance. 

Illustrative Performance Indicators 

As of 1985, transit employee performance indicators are rel
atively few (55). The most common relate to attendance, with 
frequent indicators being: 

• Number of absences 
• Number of unexcused absences 
• Number of miss-outs 

All three of these indicators represent performance unit aggre
gation at the individual level, and indicator comprehensiveness 
at the one-specific-result level. 

A second common type of indicator measures accidents, with 
frequent indicators being: 

• Number of chargeable accidents 
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• Number of avoidable accidents 
• Number of on-the-job injuries 

The first two apply to vehicle operators, and the third is normally 
applied to non-operators. As with absences, all of these aggregate 
performance at the individual level and represent one specific 
result. At several agencies the indicator "accidents per 100,000 
revenue miles" is used, which still represents one specific result, 
but the level of performance unit aggregation is the entire system. 

Other than the preceding accident and attendance indicators, 
the only other frequently used indicator is "accepted sugges
tions," with each accepted suggestion meriting some reward. 
Beyond these, there are no widely used performance indicators 
in the transit industry. However, several other measures are 
used by a few agencies, all representing performance aggregation 
units at the system-wide level. They include: 

• Vehicle miles per roadcall 
• On-time performance percentage 
• Passenger trips 
• Passenger revenue 
• Operating ratio 

In terms of indicator comprehensiveness, the first two each 
involve one specific result, the next two each involve second
level results (although passenger revenue is more comprehensive 
than passenger trips), and the last involves total system results. 

Principles for Choosing Performance Indicators 

Some principles for choosing performance indicators include 
(2, 13, 20, 56-59): 

• Indicator values should be related to employee perform-
ance. 

• Indicators should be easy to understand. 
• Indicarnrs shouid be iru:iied. 
o Indicators should be congruent with information system 

and audit capabilities. 
• Indicators should relate to incentive pay plan goals and 

objectives, should be consistent with organizational strategy and 
goals, and should measure all key factors needed for success. 

Indicator Values Should Be Related to Employee 
Performance 

If an incentive is to motivate, the covered employees have to 
believe that their behavior can influence the performance in
dicator's value. Some indicators often are inappropriate because 
the involved employees have too little influence over them or 
because outside factors have an overwhelming influence. For 
example, mechanics have little influence over the system's 
chargeable accident rate, and fare revenue is so strongly influ
enced by outside factors that employee impact is negated much 
of the time. 

Also, employee influence generally decreases as indicators 
become more comprehensive. For example, employee influence 
is greatest over specific results such as absenteeism rates, is less 
for second-level results such as employee hours per vehicle hour, 

and is least for measures of total-system success such as the 
operating ratio. 

A second aspect of the influence issue is that the indicator 
should be equally controllable by each covered employee. For 
example, accident potential and traffic congestion sometimes 
differ significantly for different routes; thus individual perform
ance indicators, such as total accidents or percentage of on-time 
performance, may differ sharply for individuals identical in all 
ways except their routes. In such circumstances, the indicator 
may be perceived as unfair, and may cause a number of un
desirable side effects. Thus where substantial differences in con
trollability exist, the measures usually should be adapted to 
equalize rewards for equal input performance, or should not be 
used. 

In conclusion, the indicators considered should be those over 
which the covered employees can exercise a reasonable degree 
of influence. Obviously, the more influence the better if every
thing else is equal; but usually other considerations will dictate 
the use of an indicator that is not completely under the control 
of the employees in the plan. However,an indicator over which 
the employees perceive they have very limited influence should 
seldom be used, because it simply will not motivate any changes 
in behavior. 

Indicators Should Be Easy to Understand 

In attempts to measure all important behaviors, it is possible 
to develop extremely complex indicators. Consider for example 
the following index constructed to measure each individual's 
performance: 

Performance = [(accidents)/(on-time %) + (individual's 
misses)/(all misses)] X [(system labor costs)/(system fare 
revenues)] 

This indicator may cover all bases, but it is unlikely that most 
people would know how· to act to maximize their rating. 

A similar problem can occur when comprehensive indicators 
are used. If, for example, performance is measured by total labor 
costs, it will be very difficult for employees to identify all of the 
behaviors that will affect this indicator. Thus if either complex 
indexes or comprehensive indicators are used, a substantial 
amount of training and communication will be necessary if 
performance is to be affected. 

In conclusion, the more complex or comprehensive an indi- . 
cator, the more difficult it is to identify behaviors affecting it, 
and hence the more important training and communication 
become. In those cases where everything else is equal, the sim
plest indicator available should be chosen. 

Indicators Should Be Trusted 

If covered employees do not have sufficient trust in the in
dicators chosen they will not modify their behavior, and there
fore performance will not be affected. In general, the values of 
objective indicators are less subject to arbitrary determination 
than are the values of subjective indicators. Thus as employee 
trust in management decreases, performance indicators should 
be more objective (5). In other words, the higher the level of 



trust in the evaluator, the higher the feasible level of subjectivity 
in the indicator used. Of course trust has to be reasonably high 
for any measure to work. But, where trust is very high, com
pletely subjective measures could be used; where trust is some
what lower, objective measures involving judgment (such as 
"excused absences") could be used; where trust is lower still, 
objective measures not involving judgment (such as "all absences 
regardless of reason") could be used. Even objective measures 
are subject to manipulation, of course; if one party or both 
believe that such manipulation might occur, then either a more 
trusted collection/storage/retrieval method or better auditing 
procedures need to be established. 

Indicators Should Consider Information and Audit 
Systems 

The capability of an agency's information system is a con
straint on the measures that are possibilities for use. As discussed 
earlier, unless valid and reliable data on an indicator can be 
collected, stored, and retrieved at a reasonable cost, then that 
indicator should not be used. Not previously discussed are the 
audit needs. In some cases it may be possible for the employees 
or management to manipulate the data, and it sometimes may 
be beneficial to one group to do so. For example, assume that 
performance is to be partly measured by passenger trips, and 
that passengers are counted by the operators. It would be unfair 
to both the operators and management to assume that operators 
would never be tempted to inflate the ridership figures. Thus, 
in many such cases it would be preferable if frequent unanti
cipated audits were taken. In any case, it is important that both 
the employees and management are satisfied with the correctness 
of the data, and this may sometimes involve auditing. 

Indicators Should Relate to Strategy, Goals, and 
Objectives 

The indicators chosen should be ones that help to attain 
incentive pay plan goals and objectives. Thus if one wishes to 
lower the absenteeism rate, appropriate indicators might deal 
with the number of absences, however if one is most interested 
in decreasing misses, then the numbers of misses or the miss
out rate would be more appropriate measures to use. 

The underlying motivation for the program should also be 
considered. The reason why one wishes to lower the absenteeism 
rate, for example, is often to decrease total labor costs by de
creasing the cost of the extraboard. The performance indicator 
chosen still may relate to absenteeism. However, in evaluating 
the potential for success of the program, one would want to 
examine its expected effects on absenteeism, extraboard costs, 
and total labor costs. 

Moreover, all intended, unintended, and net overall effects of 
a potential performance indicator should be considered when 
choosing indicators. For example, if one of the indicators mea
sures on-time performance of buses, then bus drivers may be 
less willing to wait at transfer points for other buses that are 
late. If buses do not run very frequently, then the passengers 
on the late bus who needed to transfer will go from being a 
little late to being very late. Thus improvement of the average 
on-time performance of buses may drastically decrease the av-
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erage on-time percentage of passengers, or perhaps make some 
passengers extremely late in order to make the other passengers 
slightly less late. Of course, these particular effects may or may 
not occur at a given agency. However, they illustrate the im
portance of ascertaining that the intended effects actually 
achieve the goals and objectives of the incentive pay plan, and 
that the net overall effects are consistent with and forward 
achievement of the system's overall goals and strategy. Also, 
when identifying the effects, one should consider the impact of 
the performance indicator on individual behavior, cooperative 
behavior, and behavior toward the transit organization. 

Along the same line, it is vital that the indicator or indicators 
chosen consider all activities essential for success of the program 
(2, 5, 13, 20, 57, 59). As Beer et al. (2) argue, 

Failure to include all activities that are important for effectiveness 
can lead to disfunction consequences. Because pay is an effective 
motivator, singling out one measure of performance for financial 
reward leads employees to give that measure disproportionate 
attention at the expense of other facets of the job that may also 
affect short- and long-term performance. 

For example, Scott and Deadrick (16, p. 43) note that at transit 
agencies, 

Vehicle maintenance workers may concentrate on getting the 
vehicles back on the road at the expense of quality work if their 
performance evaluation is based on the number of jobs completed 
rather than on the quality of work performed. 

When "success" does require multiple results, one can some
times include all key results in the performance measures in 
three different ways, which can be used independently or in 
combination. 

• Use comprehensive indicators, and/or 
• Use subjective indicators, and/or 
• Use multiple indicators that are specific and objective. 

Each of these options has strengths and weaknesses. 
Generally, the more comprehensive the measure the more 

likely it is to include all activities needed for success. Therefore, 
a comprehensive indicator (such as total labor costs) is more 
likely to encompass all key activities than a specific indicator 
(such as number of accidents). But, as already discussed, the 
more comprehensive a measure the more other factors will affect 
it, thus decreasing the amount of employee control over it. 
Therefore, when comprehensive measures are used they must 
be broad enough to include all key behaviors while, at the same 
time, not being so broad that employees perceive that they have 
too little influence over them. 

A second approach is to use subjective measures, especially 
broad subjective measur~s. For example, a supervisor could 
evaluate an employee as "outstanding," "above average," "av
erage," and so on. These terms could refer to performance in 
general, or to performance in a particular area. In either case, 
all factors deemed important for success can be taken into con
sideration, without having to specify them in advance and with
out having to give them specific weighting. Thus the flexibility 
to meet the situation at hand is increased. On the other hand, 
the use of subjective measures makes the assumption that the 
evaluators are able to make valid and reliable judgments, and 
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that the employees trust the evaluations. Although these con
ditions may be met in some situations, it would appear that 
typically they are not (J 7). Thus increasingly subjective measures 
can be used to increase the generality of the performance in
dicator, but only to the point where evaluator reliability and 
validity (and employee trust in evaluator reliability and validity) 
are high enough to make the subjective indicator workable. 

The third approach is to use multiple specific objective in
dicators. In some cases only one or two indicators can measure 
all the results essential for success. Where this is so, specific 
indicators are the best choice because they avoid the substantial 
problems of the other two choices. However, when the number 
of key results is large, or when the key results are difficult to 
specifically define, then the approach is not appropriate. 

Summary of Performance Indicator Considerations 

In conclusion, the indicators chosen must relate to the agen
cy's strategy, goals, and objectives. But they also must be con
trollable, understandable, trusted, and fit with the agency's 
information system and audit capabilities. Unfortunately, there 
are no indicators that do best in all of these areas; generally the 
better an indicator accomplishes one of the goals, the worse it 
accomplishes another. Some indicators do poorly in all areas 
and these of course should be discarded. For the others, trade
offs need to be made, and the ones that optimize all of the 
aforementioned criteria for a given situation are those that 
should be chosen. 

Period of Performance 

The next incentive pay plan characteristic is the length of 
time for which a performance level must be maintained before 
a reward is earned, or in other words, the "period of perform
ance." Choices vary from an hour to a year or longer. 

Although it is most common to define one specific length of 
time for the period of performance, other options are sometimes 
appropriate. Thus, sometimes the performance period is varia
ble. For example, if an employee may "sell" accrued sick leave 
over 20 days to the system, then the time it takes to accumulate 
the excess days will depend on how frequently the employee 
uses sick leave. Thus the time taken before any reward may be 
claimed will vary by employee. 

Also, sometimes multiple performance periods are established. 
¥or exampie, a system might give $100 for each month with 
no absences, an additional $100 for each quarter with no ab
sences, and an additional $100 for a year with no absences. 

The choice of performance periods is an important one, in 
that too short a period can result in too much focus on immediate 
goals to the detriment of long-term needs, whereas too long a 
period can cause the plan to be less motivating because of the 
remote connection between pay and performance (5). Thus, 
performance periods should be chosen with regard to the need 
for feedback, any natural cycles, and the length of time needed 
to achieve incentive plan objectives. 

Value, Frequency, and Duration of Reward 

The three final incentive pay plan characteristics, which are 
somewhat related, involve the value of the reward, the frequency 

ofits receipt, and its duration. The reward has to be large enough 
to make the effort of the improved behavior worth the benefit 
for the covered employee. This benefit/effort ratio depends both 
on the reward and on effort required to improve performance, 
and will vary from individual to individual. However, unless 
many of the workers believe that the potential reward is large 
enough to outweigh the added effort, then the incentive pay 
plan should be changed or dropped. Too low a payment will 
only convince the employees that the management is not willing 
to pay them what they are worth, and will not affect their 
behavior in a positive way. When overall job performance is 
being rewarded, Lawler (5) suggests that at least a three percent 
average change is needed for the typical person to notice the 
difference, although some individuals will end up getting a lot 
more and others a lot less. As Lawler (5, p. 89) summarizes: 

Perhaps the best rule of thumb for organizations to operate with 
is that unless, on a regular basis, performance-based pay awards 
average at least 3 percent of base salary, then the program prob
abiy is not worth its administrative time. 

Smaller amounts would be expected to motivate behavior for 
limited areas of performance, such as attendance. That is, the 
benefit/effort ratio will be high enough to motivate behavior 
with a smaller benefit because the effort is also smaller. But, in 
all cases, the increment must have a certain quantum of size to 
be "noticeable" and thereby be of motivational value. This size 
probably will vary by agency, but can be estimated for a given 
case, and revised based on trial and error. Also recall that the 
benefit/effort ratio does not have to be high enough to motivate 
all employees. It must be high enough, however, to result in 
enough employees changing behavior to make the benefit worth 
the cost for management. 

The type of reward may be something other than money, 
although in this study only reward types with economic value 
are considered. Thus, paid time off and other rewards with clear 
economic value may be substituted for money when they are of 
............... _,... ...... 1 ....... .,.,.... <4-1.. ........ .-..-1 ........... ,...,, Il,,4, 4-1... .... ....... _ ... __ :_,...:_1_ ... ---1-., 
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any incentive must be large enough to be noticeable, and must 
have an acceptable average benefit/effort ratio, to be of moti
vational value. 

Related to the value issue is the frequency of payout. For 
example, given that a certain amount is to be paid for the year, 
it can be divided into equal payments for each pay period or 
for each quarter, or given in one annual payment, to note several 
possibilities. Three primary alternatives are possible. First, the 
reward for one performance period may be paid in one lump 
sum at the end of the period. For example, if a reward is paid 
for each month of perfect attendance, then the reward for each 
month would be paid just after the month was over. Second, 
the reward for one performance period may be spread over 
multiple payments. For example, if a reward is paid for a year 
of perfect attendance, it might be paid in four quarterly install
ments in the year following the performance period. Third, the 
rewards for muitipie performance periods may be paid in one 
lump sum at the end of the last period. For example, if a reward 
is paid for each month of perfect attendance, then the total 
amount due for a year might be paid at the end of the year. 

If the total value of the reward is relatively modest, then it 
usually makes sense to pay the money out at less frequent 
intervals, so that the difference will be more noticeable. Also, 
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if the reward is a temporary rather than a permanent increase 
in the base rate, paying the money out at some interval other 
than every pay period will make it less likely that workers will 
come to depend on it, and perhaps blame the organization for 
the adjustments they have to make when the extra money stops. 
Also, motivation may be improved if the reward is paid shortly 
after the period in which it is earned. Because the previous 
statements provide somewhat contradictory advice, it is nec
essary to decide what factors are the most relevant for the 
particular case at hand in designing the payout frequency. 

The final issue is whether the reward should be a temporary 
bonus or added to the base salary; that is, will its duration be 
temporary or permanent? In general, bonuses tend to be more 
motivating in terms of both individual and cooperative behavior, 
but, not surprisingly, they are less acceptable to employees (5). 
From the employees' viewpoint, the stability of a base- rate 
increase makes base-rate increases more desirable. Thus, al
though bonuses generally are better motivators of behavior at 
a point in time, in some circumstances they may actually de
crease the employees' overall satisfaction with the reward sys
tem. However, bonuses are often more acceptable to 
management, because they do not freeze high costs into the 
agreement regardless of future circumstances. Thus, in choosing 
between them, the strengths and weaknesses of bonuses versus 
base rate increases should be carefully examined in light of the 
particular situation at hand. 

Putting Incentive Plan Choices Into Categories 

Table 4 categorizes some of the choices available for the 
various characteristics of incentive pay plans. Putting the choices 
for each characteristic into categories illustrates the general 
types of choices available for each characteristic. Only a few of 
the potential ways of categorizing choices are illustrated, but 
these are used later when looking at transit incentive plans. 

STEP THREE: IMPLEMENT THE PLAN 

The third step in effective incentive pay plan development is 
to implement the plan with appropriate introduction and ad
ministration structures and processes. 

Key Concepts 

• Well-planned communication efforts are helpful for all in
centive pay plans, both during their introduction and over the 
term of their existence. 

• Communication is especially important during the intro
duction of a new incentive pay plan. 

• The more complex a plan becomes, the more important 
communication and training concerning it become. 

• The need for union/worker participation is greater when 
a plan uses comprehensive performance indicators and when 
performance aggregation is at a high level. 

• Administrative structures and processes should become 
more comprehensive as the need for union/ worker participation 
increases. 

TABLE 4 

SELECTED CHOICES FOR INCENTIVE PAY PLAN 
CHARACTERISTICS 

Characteristic Choice Categories 
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Performance unit Individual, or group/department, 
or organization 

Payout formula Individual performance, or 
"equal" to all in group 

Plan structure Number of plans. If more than 
one plan: all plans at one per 
formance unit level, or plans 
at multiple performance 
unit levels 

Plan coverage Occupation(s) involved 

Performance indicator From "one specific behavior or 
comprehensiveness attitude," to "net overall 

results" 

Performance indicator Objective or subjective 
objectivity 

Performance period Length of time, or variable, or 
multiple periods 

Reward value Dollars 

Reward type 

Reward frequency 

Reward duration 

Communication 

Money, time, other economic, or 
combination 

One payment at end of each per 
formance period, or multiple 
payments for one performance 
period, or one payment for 
multiple performance periods 

Temporary, or permanent 

If an incentive pay plan is to cause the desired modifications 
in behavior, then the covered workers must have a clear un
derstanding of the plan. Beer et al. (2, pp. 148-149) state, 

Pay systems can be made more effective by more and better 
communication about their intent. What behaviors and attitudes 
does management expect employees to exhibit. ... Communi
cation about intent can prevent employees from overfocusing on 
certain goals or behaviors to the exclusion of others, a frequent 
by-product of pay-for-performance systems. 

As incentive pay plans become more complex, it becomes 
increasingly difficult for employees to determine what behaviors 
most influence performance results. Therefore, as incentive plans 
become more complex, the need for communication and training 
increases. In general, plans become more complex with increases 
in the number of plans, the level of the performance aggregation 
unit, the comprehensiveness or complexity of performance in
dicators, and the time span of performance. Thus clear com
munication and information are important for all incentive pay 
plans, but the amount needed should be less for simple incentives 
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(such as those rewarding individual improvements in attend
ance) than for incentives involving system-wide results. 

Communication and training are most important when a new 
plan is first introduced. The introductory program should in
clude communication that provides for (60, pp. 540-544): 

• relieving anxiety promptly, 
• identifying areas where modifications in individual and 

group behavior are needed, and 
• giving positive reinforcement to desired behavior. 

Ongoing communication during the life of a plan is also 
recommended, especially for complex incentive pay plans. The 
perceived relationship between performance and rewards can be 
more firmly established by communicating these results to the 
employees (2, 5, 16). In general, the only thing that often is not 
made public is the performance reward that each individual 
receives; but, the average and range of rewards should be com
municated (5). Of course, if the data show that there is no 
relationship between performance and reward, then publicizing 
the rewards will make this evident to the employees. But if there 
is no relationship, the plan should be discontinued or modified. 

Union and Employee Participation 

Union and employee participation during the introduction 
and over the life of incentive pay plans often is desirable. During 
the introduction it often would seem better for the union and 
management to jointly communicate with and train employees 
about the plan. This is true for two reasons. First, the plan has 
been jointly agreed to by the parties, so in a sense both "own" 
it, and therefore both have the right and responsibility to explain 
it to the workers. Second, in unionized situations the employees 
typically trust their union representatives more than they trust 
n1a11agernent, therefore if u11io11 repn::sc::uiaiivc::s arc:: invuived in 
introducing the plan, the employees are more likely to trust it, 
and subsequently be motivated by it. 

If an incentive pay plan is based on individual performance, 
and uses performance measures that are objective but not com
prehensive (as is true for many accident and attendance plans), 
then there is little need for employee or union participation after 
tht: plan has bee;;u iutfoduct<l. Gut: t::Al;t::ption is ,,,.ht:H i.ht: 1nt::a.

sures are objective but do involve some judgment, such as "ex
cused" absences or "avoidable" accidents. In these cases, some 
appeal procedure through a joint union-management process is 
needed. The process could be to use the normal grievance pro
cedure, but a special appeal procedure could be established. 

The degree of employee participation should grow with in
creases in the performance aggregation unit level and the com
prehensiveness of the performance indicators. Particularly for 
pians based on generai results for the entire organization, such 
as cost-saving and profit-sharing plans, many of the ideas should 
come from the employees. Thus the success of such plans is 
directly related to employee involvement and participation. This 
also implies that such plans require an integrative attitudinal 
relationship between the management and the union and em
ployees (J 6, 21. 45, 46, 50). 

Administrative Structure and Processes 

The presence and scope of permanent organizational struc
tures and processes to administer an incentive pay plan should 
vary based on the plan's characteristics. In general, the greater 
the amount of ongoing participation from workers that is re
quired for plan success, the more important and comprehensive 
should be the administrative structure, and the more important 
is an integrative bargaining relationship. Thus plans based on 
objective indicators for individual performance, such as most 
accident plans, normally need only to provide for the periodic 
reporting of results. Plans based on indicators requiring judg
ment would need to establish a permanent structure and process 
for appeals. Plans requiring ongoing intensive employee involve
ment for maximum success should estahlish detailed and specific 
procedures and group structures for ensuring that such involve
ment continues. The exact structures and processes would de
pend on the situation, but possibilities include such things as 
task forces, quality circles, and labor- management committees 
(for a discussion of how these can be used in a transit environ
ment, see Refs. 6, 42-44). All of these methods require an 
integrative bargaining relationship to work effectively. 

Finally, incentive pay plan choices are limited to those that 
can be supported by the organization's information and audit 
systems. Thus the administrative structure should provide for 
ongoing collection, storage, retrieval, and verification of the 
information needed by the plan (61). 

STEP FOUR: EVALUATE THE EFFORT, AND MAKE 
NEEDED REVISIONS 

The final step in developing effective incentive pay plans is 
to evaluate the effort and make the necessary revisions. 

Key Concepts 

• Because of the many uncertainties involved, incentive plans 
may not accomplish their objectives, or employees may behave 
in undesirable ways. Also, over time, even initially successful 
plans may become ineffective. 

• Therefore, procedures for ongoing pc::riotlic c::valuation 
should be established, both during the life of the labor agreement 
and M its re,ne,w,il 

• If the plan was designed with union and employee coop
eration, then they should also be involved in the evaluation 
process. 

• The evaluation should determine whether the plan has ac
complished its objectives and has assisted, or at least not hurt, 
the accomplishment of broader human resource and system 
goals. The evaluation also should consider the contributions of 
the plan's goals and objectives, design process, characteristics, 
and implementation to its success or failure. 

Evaluation Procedures 

Because there are so many uncertainties involved, a newly 
installed incentive pay plan may not accomplish its intended 
objectives. Employees may trust the plan less than anticipated 



or they may believe that the added effort is not worth the benefit, 
and therefore not exhibit the desired behaviors. Even when 
employees behave as anticipated, unforeseen managerial behav
ior or organizational constraints may result in the system not 
being able to profit from employee actions. Also, unexpected 
changes in the environment may occur, and these may change 
the costs or benefits of a plan. In short, when new plans are 
introduced, there usually will be unanticipated effects, and an
ticipated effects often will be at different levels than expected. 
Even when a new plan works basically as intended, it may need 
fine-tuning. 

Over time, even incentive plans that were initially successful 
often become unsuccessful. Sometimes this occurs because most 
of the possible improvements have been made. Other times plans 
degenerate simply because they have been around too long (9, 
32, 33). Finally, there may have been changes in the environment 
since the plan was introduced, or changes in the organizational 
strategy that make the old plan inappropriate. 

Therefore, procedures for the periodic and ongoing evaluation 
of incentive pay plans, and indeed of the whole reward system, 
should be established. Such evaluations should occur both dur
ing the life of the labor agreement, and when planning for the 
agreement's renegotiation. 

Given that employee support is essential for the success of 
incentive plans, it would seem wise to include union partici
pation in the evaluation process (32). This is true especially for 
plans requiring substantial cooperation, unanticipated behaviors, 
and an integrative relationship. Although the timing of revisions 
in a plan may be restricted by the labor agreement, it may be 
possible to allow for changes during the term of the agreement 
when these are mutually acceptable. 

Criteria to use for the evaluations should of course include 
the goals and objectives established for the plan. But further, 
the evaluation should consider the role of each step in the process 
of plan development. When the plan has not been 100 percent 
successful, each step in the plan's development should be eval
uated to determine what needs to be done to improve the out
comes. Thus goals and objectives, the design process, the plan 
characteristics, and the implementation process all should be 
reexamined. Also, the effects of the plan on the system's human 
resource and system goals should be considered. Relevant here 
is the discussion in Chapter 1 concerning employee behavior, 
the various types of effects of incentive pay plans, and criteria 
for plan evaluation. 

FITTING THE PIECES TOGETHER TO OBTAIN 
CONGRUENCE 

For an incentive pay plan to be effective all of its character
istics and processes must fit with each other, as well as with 
other parts of the organization. That is, all organizational sys
tems must be congruent. This section presents some of the more 
important fits that should be achieved. 

Key Concepts 

• To be effective, incentive pay plans must be congruent with 
a variety of other factors. The incentive pay plan characteristics, 
design process, and implementation effort each must be inter-
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nally congruent, and also must fit with each other. The incentive 
pay plan must fit with the rest of the reward system, with other 
formal organizational characteristics, with the organizational 
climate, with the external environment, and with worker and 
union characteristics. 

• If one general statement can be made about congruence, it 
would be that there is no one best way. The critical thing is 
that the elements chosen must fit well with each other. In some 
cases no incentive pay plan would be congruent with other 
organizational elements; then no incentive pay plan should be 
adopted unless the other elements are changed. 

Congruence 

There has been a great deal written about congruence, much 
of it relevant to the case of incentive pay plans. (See, for example, 
Refs. 2, 5, 62-74). Some of these authors have applied the 
knowledge directly to compensation systems (2, 5, 16). Although 
there has been a good deal of theoretical development concerning 
the congruence issue, there has been little empirical research 
concerning it (5, 63). However, a number of sound, normative 
statements can be made. 

Many of the specific fits that are necessary have been discussed 
at various points earlier in this chapter. Because congruence is 
critical for success, however, the more general fits that are 
needed are brought together and summarized in this section. 
The general fit issues include congruence among: 

• The characteristics of the incentive pay plan 
• The plan characteristics, design process, and implementa-

tion effort 
• The plan and the formal organization characteristics 
• The plan and the organizational climate 
• The plan, and worker and union characteristics 

Fit among the Characteristics of an Incentive Pay 
Plan 

Most of the critical fits between the various characteristics 
of incentive pay plans are discussed earlier in this chapter. Here, 
therefore, the combinations of characteristics often found in 
merit pay plans, suggestion plans, cost savings plans, and in
dividual bonus plans are examined. Identification of commonly 
found sets of elements may shed light on some of the combi
nations that have seemed to fit well together in practice. (For 
an excellent discussion of each of these plans, including objec
tives, descriptions, research, and strengths and weaknesses, see 
Ref. 21.) 

The incentive pay plan characteristics most commonly found 
in each type of plan, for nonmanagerial employees, have been 
identified in Table 5, although frequent variations occur. Merit 
pay, suggestion systems, and individual bonuses all center on 
improving/rewarding individual performance. Thus the per
formance unit is usually the individual, and payout formulas 
are based on individual performance. Being individual based 
means that there usually have to be more plans to account for 
differences in occupations. Indeed, in merit plans, which gen
erally do not include unionized workers, there may even be 
differences in the criteria applied to each person. Performance 
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TABLE 5 

COMPARISON OF THE CHARACTERISTICS OF COMMON INCENTIVE PAY PLANS 

Individual Cost 
Characteristics Merit Pay Suggestion Bonus Savings 

Performance unit Individual Individual Individual Organization 

Payout formula Individual Individual Individual "Equal" shares 
performance performance performance 

Structure/coverage Different by All workers Different by All workers 
occupation occupation 

Indicator Behavior/specific 2nd-level results Specific results 2nd-level results 
comprehensiveness results 

Indicator objectivity Subiective Objective Varies Objective 

Performance period Year Variable Day to year Year 

Reward value Varies Percent of savings Amount per 11unit 11 Percent of savings 

Reward type Money Money Money Money 

Reward frequency Multiple payments One payment per One payment per One payment per 
for one performance performance period performance period 
performance period 

Reward duration Permanent Temporary Temporary Temporary 

time period is more a reflection on the natural cycles of the 
performance indicators being used rather than differences by 
type of plan. Reward size is usually related to the performance 
indicator, so the better the performance indicator, the higher 
the reward. Although it is not universal, merit pay tends to be 
permanent, with an equal amount being added to each paycheck. 
The other three plans usually are bonuses and are given in one 
lump sum. Although these sets of elements seem to have fit well 
together in practice, they do not represent the only or even 
necessarily the best fits. Other combinations might be much 
more effective in a specific situation. 

Flt of Plan Characteristics, Design Process, and 
Implementation 

These congruences include the fit between the plan's char
acteristics, its design process, and its implementation. The nec
essary congruences already have been spelled out in some detail 
earlier in the chapter, so here again the common sets are sum
marized by type of incentive plan. 

To be successful, cost-sharing plans need high employee par
ticipation and an integrative bargaining relationship during their 
design, implementation, and evaluation processes. High quantity 
and quality levels of communication are critical, and relatively 
elaborate administrative structures and processes must be es
tabiished. 

For most individual bonus plans, suggestion systems, and 
nonmanagerial merit plans, it has been typical to have low levels 
of employee participation during the design, implementation, 
and evaluation processes, little communication, a distributive 
bargaining relationship, and few administrative structures (other 
than a detailed information system so that individual perform-

ances can be identified). Although this set of characteristics is 
internally congruent, it is not necessarily optimal. However, 
suggestion systems and individual bonuses often succeed with 
this set, while it is unlikely that a cost-savings program could 
do so. 

Flt between a Plan and Formal Organization 
Characteristics 

There are many aspects of an organization's structures and 
processes with which reward systems should be congruent (5). 
Those organizational characteristics most relevant for incentive 
pay plans in transit systems include: 

• Master strategy and goals 
• Size 
• Task interdependencies and controllability 
• Information system 
• Reward system 

Most importantly, incentive pay plans should be congruent 
with the organization's master strategy and goals. Ideally, in
centive pay plans should help the organization accomplish its 
strategy, but at a minimum they should not conflict with it. 

The larger an organization's size, the more important becomes 
performance- based pay, because as the organization grows "the 
connection between individual performance and organizational 
success becomes remote and organizations tend to lose this as 
a motivator" (5, p. 16). At the same time, certain types of 
incentive pay plans, such as organization-wide cost savings 
plans, often become less effective once an organization grows 
beyond 500 employees, because individuals can have little impact 



on the total results. Therefore, organizations with more than 
500 employees, who wish to use some form of gain-sharing plan, 
often should break the organization into performance aggre
gation units of not more than 500 people each (5). Some of the 
possibilities for transit include divisions, terminals, and garages 
(16), to name just a few. (Note, however, that under appropriate 
conditions, units of more than 500 people can be successful, as 
discussed in the case study of Houston in Chapter 4.) 

Task interdependencies caused by an organization's strategy, 
structure, or environment should influence the incentive pay 
plan characteristics chosen. As tasks become in~reasingly in
terdependent, the importance of cooperative behavior among 
those with interdependent tasks also increases (5, 16). Thus, 
incentive pay plan structure and processes should be congruent 
with the organization's need for cooperation that results from 
task interdependence. 

The extent to which task outcomes are under the control of 
the involved workers is also important, because they must be 
able to influence the outcome if the incentive pay plan is to 
work. Thus, if the characteristics of the organization (or envi
ronment) make certain outcomes beyond the control of the 
workers, then the essential congruence between those particular 
outcomes and any incentive pay plan is absent. 

The various ways that incentive pay plan structure and proc
ess must be congruent with the organization's information and 
audit systems has been indicated throughout the chapter. In
deed, congruence between an incentive pay plan and these sys
tems is critical for the plan's success (75). As Lawler (5, p. 167) 
states: 

Performance-based pay requires a good performance measure
ment system. The information and control system can provide 
this. If the information system does not, then the possibility of 
having an effective performance-based pay system may be close 
to zero. 

Finally, incentive pay plans should be congruent with other 
parts of the reward system (5, 16). This does not mean that all 
parts of the reward system need to address the same employee 
needs; some parts may be concerned with providing a stable 
base and others with rewarding above-average performance. 
However, the components of the reward system should be con
gruent with each other in a way that allows the system as a 
whole to provide the desired mix and proportions of compen
sation types. 

Flt between a Plan and Informal Arrangements 
and Culture 

Although there are many needed congruences here, two of 
the most important ones deal with the organization's climate 
and its managerial style. The importance of congruence between 
climate and an incentive pay plan is well summarized by Lawler 
(5, p. 177): 

Much of what can and should be done in the area of pay ad
ministration is determined by the climate of the organization. 
Climates that are characterized by trust, openness, and a concern 
for people simply call for different pay practices than do those 
that are characterized by a low level of trust, secrecy, and little 
concern for people. 
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Likewise, the managerial style of the organization must be 
congruent with the incentive pay plan choice (2, 5, 16). Orga
nizations with traditional authoritarian managements should 
have very different types of incentive pay plans than organi
zations with a participative approach. Indeed, one reason that 
incentive pay plans requiring ~mployee participation and an 
integrative relationship with the union fail is because they are 
installed in organizations that have an autocratic style of man
agement. It is possible either to choose an incentive pay plan 
to fit the current management style, or to change the manage
ment style to fit a desired plan (5). However, effectively changing 
a management style requires a very substantial commitment of 
time and resources, and should not be undertaken lightly. Fi
nally, it is important to note that neither a participative nor an 
authoritarian style is always the best. The most effective man
agement style depends on a variety of other factors, including 
the characteristics of the workers and their unions. 

Fit of Incentive Pay Plans with Worker and Union 
Characteristics 

If the incentive pay plan is not congruent with the individuals 
who work for an organization, it will not motivate them and 
therefore will fail. Specifically, plans will succeed only if enough 
of the individual workers are motivated by economic rewards. 
This means that if incentive pay is to work, then the plan must 
be congruent with employee characteristics and needs. 

Moreover, the workers and their unions must be willing to 
accept the concept of incentive payments, as well as the specific 
plan proposed. Although wholehearted acceptance is not nec
essary for success, wholehearted rejection will normally lead to 
failure, even if management is able to force the plan into the 
labor agreement. The willingness of workers and their unions 
to accept incentive plans will increase with their trust in man
agement, and as outside influences make incentive pay plans 
the best way to get more for the workers. Thus the attitude of 
a union toward an incentive pay plan will become more positive 
as the overall union-management relationship improves. An ex
ample of an outside factor that increased the willingness of 
unions to adopt incentives was the wage/price freeze in the late 
1960s. As a result of this freeze, one good way to get wage 
increases was to show productivity improvements. Thus some 
unions were willing to negotiate incentive pay plans because 
this was the best way to get wage increases. 

Finally, participative approaches to incentive pay plan design 
and administration will work only if the individual workers and 
the unions representing them favor responsible participation. In 
determining this, it is usually helpful to consider both the local 
and national union views. It takes two sides to participate, and 
if either the employees or the management is unwilling, then 
incentive pay plans requiring participation will fail. Likewise, 
it takes two sides to develop an integrative relationship. There
fore if either the union or the management is unwilling to behave 
in an integrative fashion, then incentive pay plans requiring such 
a relationship will fail. When a local union refuses to agree to 
an integrative relationship, it may be because of the attitudes 
of its current leaders, because membership factions vying for 
power prevent anyone from agreeing to better relationships with 
management, or because the membership does not want partic
ipation. However, there is some research that indicates that over 
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the Jong run it is primarily management that determines the 
type of union-management relationship present (76-78). There
fore, managers would be unwise to conclude that they cannot 
change a relationship if they really desire to do so. In most 
cases, however, such changes take time. Moving from a dis
tributive to an integrative relationship usually must occur with 
small incremental changes, with each small change building on 
the last one. 

Where the Right Plan Will Fit, and Where No Plan 
WIii Flt 

The right incentive pay plan will succeed where (5, p. 100): 

• Important rewards can be given 
• Rewards can be varied depending on performance 
• Performance can be validly and inclusively measured 
• Information can be provided that makes clear how rewards 

are given 
• Trust is high 
• Employees accept the performance-based pay system 

Conditions under which incentive pay plans should not be used 
because they "will not contribute to both organizational effec
tiveness and a high quality of work life" (8, p. 199) include 
organizations where the following conditions exist: 

• The trust level is low, 
• Performance must be measured subjectively, 
• Inclusive measures of performance cannot be developed, 

and 
• The organization is large and performance cannot be mea

sured at the individual or group level. 

Lawler summarizes the consequences of using incentive pay 
plans in inappropriate situations (5, p. 100): 

Putting performance based pay in situations where conditions 
are not right may only make the situation worse. It can contribute 
to superior-subordinate mistrust and the breakdown of com
munication. It can lead to subordinates presenting false data 
both about their past performance and what they can do. It can 

lead to individuals performing in ways that are disfunctional for 
the overall goals ofthe organization. It can contribute to cynicism 
on the part of employees about how fair the organization is in 
dealing with them and how concerned it is for them. In short, 
it can cost the organization a considerable amount of money for 
which little positive effect is gotten in return. 

It should be noted again, however, that although certain con
ditions must be present for incentive pay plan success, it is 
sometimes possible to change the conditions to make them con
gruent with a desired plan. Indeed, the process of designing and 
installing performance based pay can sometimes be a valuable 
part of an effort to change an organization's culture or other 
characteristics (5). 

CHAPTER CONCLUSIONS 

Extensive summaries of key concepts have been provided at 
the beginning of each section of this chapter. Here, therefore, 
the following applicable quotations are offered (79): 

• For P.very hum1m problem, there is a neat, plain solution
and it is always wrong. (H.L. Mencken) 

• I have yet to see any problem, however complicated, which, 
when you looked at it in the right way, did not become still 
more complicated. (Poul Anderson) 

• There is a solution to every problem; the only difficulty is 
finding it. (Evvie Net) 

• Nothing will be attempted if all possible objections must 
first be overcome. (Posted in the U.S. Department of Labor) 

• There comes a time when one must stop suggesting and 
evaluating new solutions, and get on with the job of analyzing 
and finally implementing one pretty good solution. (Robert 
Machol) 

In short, establishing successful incentive pay plans is not a 
simple task. To have a plan adopted and implemented, designers 
must make decisions about a multitude of subjects, must as
certain that the chosen set of decisions fit well together, and 
must a.ccon1plish these tasks while working with otlu:rs who 
always are less reasonable than themselves. However, establish
ing successful incentive pay plans is not an impossible task either. 
It is quite possible, with a reasonable amount of knowledge and 
effort, to achieve effective incentive plans. 



29 

CHAPTER THREE 

INCENTIVE PAY IN THE TRANSIT INDUSTRY 

This chapter examines the use of incentive pay plans in the 
urban transit industry, based on published research and surveys. 
Special attention is given to differences in the plans by the union 
involved and by agency size. The chapter: 

• Identifies characteristics of agencies with and without in
centive pay plans, 

• Identifies selected characteristics of transit incentives, in
cluding the subjects involved, occupations covered, average life, 
and number of plans per agency, 

• Provides examples of transit incentives, 
• Identifies the methods used to design, implement, and eval

uate transit incentives, for a small number of cases, 
• Examines evaluations of transit incentive plans, and 
• Discusses the reasons advanced for success or failure of 

transit incentives. 

Carefully note that many transit incentive pay plans involve 
rewards other than money, most have relatively low reward 
levels, and some have probabilities of earning rewards that are 
small. Thus, when considering survey findings concerning the 
prevalence of incentive pay in the transit industry, it is important 
to remember that most of the reported plans do not represent 
major comprehensive incentive pay efforts. The typical transit 
incentive may be an effective method for accomplishing its ob
jectives, but it usually represents a very minor part of the prop
erty's compensation package. 

KEY FINDINGS OF THE CHAPTER 

• In 1985, about two-thirds of U.S. transit agencies with 25 
or more vehicles had incentive pay plans, although most plans 
had low reward levels and accounted for a small proportion of 
total compensation. 

• None of the very small agencies had incentive pay plans, 
about half of the medium-sized agencies had plans, and almost 
all of the large agencies had plans. 

• Incentive pay plans were equally prevalent in all geographic 
regions, in unionized and nonunion agencies, and among the 
various unions. 

• Operators were covered by 91 percent of the plans, and 
maintenance workers by 54 percent; half of the plans covered 
multiple occupations. 

• Plans were more likely to cover only one occupation at the 
larger agencies, at agencies organized by the ATU or by multiple 
unions, and for plans involving accidents, safety, and roadeos. 

• Plans were more likely to cover multiple occupations at 
the smaller agencies, at agencies organized by single unions other 
than the ATU, and for plans involving attendance and gain 
sharing. 

• The average life of a plan is about six years, although 
changes were sometimes made in plans during this period. 

• About half of the agencies had more than one incentive 
plan; medium-sized agencies were the most likely size group to 
have more than one plan, as were agencies organized by the 
TWU or multiple unions. 

• Incentive subjects, in rank order of prevalence, were at
tendance, roadeos, accidents and safety, "best" employee, sug
gestion systems, gain sharing, and merit plans. 

• Smaller agencies favored attendance and gain-sharing 
plans, while larger agencies favored roadeo and best worker 
plans. There were no significant differences in subjects by the 
union involved. 

• Plan characteristics tended to be relatively uniform for each 
subject, but tended to differ substantially among subjects. 

• There has been relatively little published about methods 
used to design, implement, and evaluate incentive plans. 

• Formal evaluations of incentive plans have been rare, and 
rigorous evaluations have been almost nonexistent. However, 
based on the evidence available, and on the reasons advanced 
for success and failure of transit incentives, incentive plans can 
succeed in transit when the conditions discussed in Chapters 1 
and 2 are met. 

• Some types of incentive plans common in other industries 
are often inappropriate in transit, but transit is designing in
novative new incentives uniquely appropriate for its organiza
tions and environment. 

PUBLISHED LITERATURE AND SURVEYS 

Because pay incentives are relatively new for most transit 
systems, there has been little published research about them. 
Clark et al. (6, 42) examine recognition and pay incentives as 
one of several quality of work life techniques, and present the 
results of their survey of transit agencies. Jennings et al. (43, 
44) provide valuable examples of pay incentive development and 
use in their case studies of union-management cooperation ef
forts. Scott and Deadrick (16, 21) discuss a variety of types of 
pay incentives, deal briefly with recognition incentives, and pres
ent the results of their survey of transit agencies. 

The American Public Transit Association (APT A) conducts 
ongoing surveys of its members about a variety oflabor relations 
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matters, including pay incentives. The characteristics of these 
three surveys are summarized in Table 6 (55, 80). 

Because the focus of this study is on pay incentives for union
ized workers, the survey by Clark et al. (6, 42) (which does not 
distinguish between pay and recognition incentives), and the 
survey by Scott and Deadrick (16, 21) (which includes unor
ganized and managerial workers), usually do not provide the 
information of interest here. Thus they are used to supplement 
the general trends found in the APTA survey (55, 80), but are 
not cited at length. 

PREVALENCE OF INCENTIVE PAV IN THE 
TRANSIT INDUSTRY 

By the early 1980s, performance incentives had become com
mon, but certainly not universal, in the transit industry. Thus 
61 percent of the 222 respondents to Scott and Deadrick's early 
1984 survey reported at least one incentive (16), as did 75 percent 
of the 152 respondents to the survey in late 1982 by Clark et 
al. (6, 42). In both cases, however, these figures include both 
pay and recognition incentives. Of the 259 agencies participating 
in the 1985 APT A surveys, 63 percent reported pay incentive 
plans. Thus, by the mid-1980s it would probably be fair to say 
that about two-thirds of U.S. transit agencies with 25 or more 
vehicles had some form of incentive pay plan, although most 
of the plans had low reward levels and accounted for a small 
proportion of total compensation. 

TABLE 6 

CHARACTERISTICS OF SYSTEMS WITH AND 
WITHOUT INCENTIVE PLANS 

Presence of Incentive Plans by Agency Size 

The relationship between number of employees (81) and pres
ence of pay incentive plans (55) can be seen in Table 7.1 As the 
table shows, there are three significantly different groups: 

• very small agencies (less than 25 employees or approxi
mately 13 vehicles) seldom if ever have incentive pay plans; 

• medium-sized agencies (25-299 employees or approxi
mately 13-150 vehicles) have incentive pay plans about half of 

1 The number of employees instead of vehicles is used because em
ployment is a more valid and reliable proxy for size, especially in studies 
<lt:aling with human resource systems. A rough rule of thumb is to 
assume that the typical system has about two employees for every 
vehicle. 

For all tables using employment as the independent variable, first the 
employment categories 25-49, 50-99, 100-299, 300-999, 1000-2499, 
2500 up, and where relevant 1-24, were used in tests for statistical 
significance. When the full set of categories showed significant differ
ences, but some of the adjacent categories were not significantly different 
from each other, then those adjacent categories were combined. The 
chi-square and significance statistics presented at the bottom of a table 
are for the categories actually listed in the table. 

COMPARISON OF THREE SURVEYS CONCERNING INCENTIVES FOR TRANSIT EMPLOYEES 

I t em 

Reward Type 

Clark, Warren, and 
Greisinger (£, 42) 

Incentives in general 
Did not distinguish between 
pay and recognition 
incentives. 

Size of Agency 25 or more vehicles 

Unlonlzatluu Liess than 10% non-union 

Surveya 

Scott and Deadrick (.!.§., 21) APTA (55) 

Primarily about pay Pay incentives only 
incentives, but also asked 
about one incentive type, 
labeled "Non-cash Incentive," 
which was defined to include 
both non-monetary economic 

Less than 25 vehicles 

40% non-union 

25 or more vehicles 

Less than 6% non-union 
Responses do not distinguish Responses do not distinguish 
between union and non-union. between union and non-union. 

Occupations 
Covered 

Sample Size/ 
Response Rate 

Non-management only 

152 agencies 
(40% of agencies surveyed) 

All employees. Results do not 
dist i nguish between management 
and non-management 

222 agencies 
(26% ~f agencies surveyed) 

Non-management only 

259 agencies 
(75% of agencies surveyed) 

aData for Clark, Warren, and Greisinger and for Scott and Deadrick are from their tables. The APTA 
data were extracted from descriptions of pay incentive plans. Where relevant, APTA survey data were 

any of the three surveys. 
in the surveys. 

c~plG:ycc::; £:.:-um :i"ccfc i-CJJ.CC. no. t~u ::ioi....d.L.i==,i.....lcal i..t=:s L::; were reporc.eci in 
Statistical data in tabl~ and text were calculated from information reported 



TABLE 7 

PRESENCE OF INCENTIVE PAY PLANS BY TRANSIT 
AGENCY SIZE (1985 APTA DATA) 

Percentage of 
Total Number of Agencies 
Employment Agencies With Plans 

Small 
1-24 9 0 

Medium 
25-49 29 59 
50-99 44 59 
100-299 56 59 

Large 
300-999 36 92 
1000-2499 16 88 
2500 up 12 100 

TOTAL 202 67 

[Chi-square= 40.8; statistical significance= .00. 
There are no statistically significant differences 
among the employment levels within each of the 
three main groups; however, the three main groups 
differ from each other with a statistical signi
ficance of .0001.) 

the time, and there is little variation by agency size within this 
group; 

• large agencies (300 or more employees or approximately 
150 or more vehicles) almost always have incentive pay plans, 
and there is no significant variation by agency size within this 
group. 

Clark et al. (6, 42) found a similar pattern in their survey. 
Their tabulations showed pay or recognition incentives present 
at: 69 percent of the agencies with 100 or fewer buses, 88 percent 
of the agencies with 101 to 500 buses, and 85 percent with 501 
or more buses. Although they did not test for statistical signif
icance, the standard chi-square test shows that there is no sta
tistically significant difference between their two larger size 
categories. If, however, the systems are grouped into agencies 
with 100 or fewer buses and agencies with 101 or more buses, 
there is a statistically significant difference between these two 
categories (at the 0.015 significance level). Thus, the Clark et 
al. (6, 42) data indicate that agencies with more than 100 buses 
are more likely to have incentive plans than those with 100 
buses or fewer, which is consistent with the APTA data in Table 
7. 

The relationship between the presence of incentive plans and 
agency size is what would be expected based on the literature 
survey in Chapter 2, which indicates that as organizations grow, 
the connection between individual performance and organiza
tion success becomes so remote that it is lost as a motivator. 
Thus alternative motivators, such as performance incentives of 
both the pay and the recognition variety, become increasingly 
important as organizations become larger. The smallest orga
nizations may not have resources to permit incentive programs, 
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as Scott and Deadrick (16, 21) point out. But, more importantly, 
the smallest agencies generally will be in less need of incentives, 
because of the closer connection between individual performance 
and organization success. The largest organizations will of 
course be those most in need of incentive programs, and, at 
least in transit, they are also those most likely to have them. 

Although incentives are more common at larger agencies as 
of mid-1985, in the future they may become increasingly com
mon at systems of all sizes. This is so because labor relations 
innovations in the transit industry have frequently started at 
the larger agencies and spread to the smaller agencies over time. 
Thus another survey taken several years hence may no longer 
show the current relationship between presence of incentive 
plans and size. 

Presence of Incentive Plans by Region 

Although one might expect incentive plans to be more com
mon in certain regions of the country, this was not so as of 
1985, as Table 8 shows. Although there is some variation in the 
proportion of agencies in each region with incentive pay plans, 
the differences are not statistically significant, so the variations 
observed easily could have occurred by chance. 

Presence of Incentives and Unionization 

As with regions of the country, the probability that an agency 
would have incentives did not vary by whether or not the agency 
was unionized, as can be seen in Table 9. Although sample 
agencies with unions appear to be slightly more likely to have 
incentive pay plans than those without unions, the difference is 
not statistically significant. Thus it appears that unionization 
status does not relate to the presence or absence of incentive 
pay plans. 

TABLE 8 

PRESENCE OF INCENTIVE PAY PLANS BY REGION (1985 
APTA DATA) 

Percentage of 
Number of Agencies 

Region Agencies With Plans 

New England 14 64 
Middle Atlantic 37 59 
East North Central 49 67 
West North Central 20 55 
South Atlantic 39 67 
East South Central 12 so 
West South Central 17 65 
Mountain 10 70 
Pacific 51 63 
Canada 10 60 

TOTAL 259 63 

[Chi-square 2.5; statistical significance .98) 
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TABLE 9 

PRESENCE OF INCENTIVE PAY PLANS BY UNIONIZATION 
STATUS (1985 APTA DATA) 

Percentage of 
Number of Agencies 

Union Status Agencies With Plans 

No Unions Present 15 60 

One or More Unions 231 63 

TOTAL 246 63 

[Chi-square 0.1; statistical significance .80] 

Likewise, for the unionized agencies, the particular union 
involved does not matter (Table 10). Although there is some 
variation in the proportion of incentive pay plans, the differences 
are not statistically significant, so the variations observed could 
have occurred by chance. Thus no particular unions were any 
more or less likely to be associated with pay incentives. 

Summary 

In comparing transit agencies with and without plans, a num
ber of points have been made: 

• Larger systems are more likely to have incentives than 
smaller systems, as of the mid- l 980s. 

• There is no significant difference in the prevalence of in
centive pay plans by geographic region as of 1985. 

• There is no significant difference in the prevalence of in
centive pay plans between unionized and nonunionized agencies 
as of 1985. 

• There is no significant difference in the prevalence of in
centive pay plans among the various unions as of 1985. 

TABLE 10 

PKESENCE 01< INCENTIVE PAY PLANS BY UNION (1985 
APTA DATA) 

Union 

Amalgamated Transit Union 
Transport Workers Union 
Teamsters 
United Transportation Union 
Other National Unions 
Independent Unions 
Multiple Unions 

TOTAL 

Number of 
Agencies 

128 
13 
21 

5 
17 
15 
32 

231 

Percentage of 
Agencies 

With Plans 

63 
85 
71 
80 
59 
53 
56 

63 

[Chi-square 5.3; statistical significance= .62] 

TABLE 11 

INCENTIVE PAY PLANS BY OCCUPATIONS 
COVERED (1985 APTA DATA), UNIONIZED TRANSIT 
AGENCIES ONLY 

Occupations 
Covered by Plan 

Operators & Maintenance 

Operators Only 

Maintenance Only 

Other Groups & Combinations 

TOTAL (sample size= 279) 

Percentage 
of Plans 

47 

44 

7 

2 

100 

SELECTED CHARACTERISTICS OF INCENTIVE 
PAY PLANS 

For unionized transit agencies that have one or more pay 
incentive plans, some of the characteristics of the plans are 
discussed next. These include: the occupations covered, the av
erage life of an incentive pay plan, the average number of in
centive pay plans at an agency, and the subjects involved. 

Occupational Coverage 

The occupations covered by incentives vary considerably. 
Thus, Scott and Deadrick's sample of 291 union and nonunion 
incentive plans shows that operators were covered in 75 percent 
of the plans, maintenance in 61 percent, office workers in 57 
percent; supervisors in 57 percent, and managers in 40 percent 
(16). Scott and Deadrick did not indicate what proportion of 
the plans covered more than one occupational group. 

The sample by Clark et al. (6) of 115 agencies that had pay 
or recognition incentive plans shows that operators were covered 
at every site, mechanics at 50 percent of the sit.es, and all em
ployees at 20 percent; clerical workers were mentioned specif
ically only four times and supervisors only five. 

Considering only pay incentives only for unionized workers, 
the 1985 APTA sample shows the pattern presented in Table 
11. As the table shows, operators were involved in 91 percent 
of the plans and maintenance workers in 54 percent. Further, 
51 percent of the plans involved only a single occupation, while 
49 percent covered two or more occupational groups. Because 
only bargaining unit occupations at unionized agencies are in
cluded, there are no supervisory or management plans and few 
clerical plans. 

'Whether a plan involved only one group or covered several 
occupations was related to the size of the agency (Table 12). 
The larger the agency, the less likely were its plans to be applied 
to multiple occupations. Thus only 26 percent of the plans at 
the iargest agencies applied to multiple occupations, while 78 
percent of the plans at the smallest agencies applied to multiple 
groups. 



TABLE1 2 

OCCUPATIONAL COVERAGE OF INCENTIVE PAY PLANS 
BY TRANSIT AGENCY SIZE (1985 APTA DATA), 
UNIONIZED TRANSIT AGENCIES ONLY 

Percentage of 
Total Number Plans Covering More 
Employment of Plans Than One Occupation 

25-t.9 18 78 
50-99 t.3 58 
100-299 69 52 
300-999 6Li Lil 
1000-2Li99 36 so 
2500 up 23 26 

TOTAL 253 49 

[Chi-square 14.3; statistical significance . 01] 

There was, moreover, a relationship between coverage and 
the union involved, as is shown in Table 13. As the table shows, 
agencies organized by the A TU and agencies dealing with several 
unions were more likely to have single-occupation plans. Those 
agencies organized by the other unions were more likely to have 
multi-occupation plans. The differences are not related to union 
policy, however, but probably to the nature of the bargaining 
units and the size of the agency. That is, agencies organized by 
the ATU or by multiple unions are more likely to have bar
gaining units (and hence agreements) that are craft-specific, so 
one would expect to find more incentive pay plans covering 
only one craft. The TWU is more likely to have organized more 
comprehensive units, so one would expect to find more incentive 
pay plans covering multiple occupations (82). The Teamsters, 
moreover, are usually found at the smallest agencies; and, as 
already discussed, multi-occupational coverage is most often 
present at the smallest agencies. 

Average Life 

The average life of incentives varies considerably. Thus, while 
Clark et al. (6) found that incentives had on the average been 

TABLE 13 

OCCUPATIONAL COVERAGE OF INCENTIVE PAY PLANS 
BY UNION (1985 APTA DATA), UNIONIZED TRANSIT 
AGENCIES ONLY 

Union at Number of 
Agency of Plans 

Amalgamated Transit Union 152 
Transport Workers Union 31 
Teamsters 2Li 
Other national union 19 

(including UTU) 
Independent Unions 17 
Multiple Unions 36 

TOTAL 279 

Percentage of 
Plans Covering 
More Than One 

Occupation 

43 
61 
71 
63 

59 
39 

49 

[Chi-square 12.5; statistical significance= .03] 

TABLE14 

NUMBER OF INCENTIVE PAY PLANS AT A TRANSIT 
AGENCY BY UNION (1985 APTA DATA), UNIONIZED 
TRANSIT AGENCIES ONLY 
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Union at Number of 
Agency Agencies 

Percentage of 
Agencies with 

More than One Plan 

Amalgamated Transit Union 80 
Transport Workers Union 11 
Teamsters 15 
Other Na. (including UTU) 14 
Independent Unions 8 
Multiple Unions 18 

TOTAL 146 

49 
64 
27 
21 
so 
61 

47 

[Chi-square= 9.0; statistical significance= .11 . 
Likelihood ratio chi-square= 9.3; statistical 
significance= .10.] 

used for 6 years, 15 percent of the agencies reported incentives 
had been used for 10 years or more, and 17 percent had intro
duced incentives within the last year. Likewise, Scott and Dead
rick (16) reported that 16 percent of their sample's plans had 
been in place 1 year or less, 48 percent for from 1 to 5 years, 
and 36 percent for more than 5 years. Although neither study 
reports on whether changes had been made in the incentive 
plans during their life, the 1985 APTA survey shows that 37 
percent of the 279 pay incentives at unionized agencies were 
either new or had changed from the previous year. Roadeo plans 
surged sharply higher in 1985, however, and leaving out these 
plans, 17 percent of the remaining 207 plans were new or were 
changed from the previous year (55). 

Using the collective information from these three surveys, it 
would appear that the average plan has a life of about six years, 
or through two ore three labor agreements. This would seem 
to be reasonable, as the literature reviewed in Chapter 2 reports 
that even good incentive plans seldom remain effective for more 
than six or seven years. 

Number of Incentive Pay Plans per Agency 

A given transit agency can of course have one or more in
centive plans. In the APTA sample, 53 percent of the 146 
agencies had only 1 plan, 25 percent had 2 plans, 8 percent had 
3, 8 percent had 4 and 6 percent had 5 or more plans. Thus, 
about half of the agencies had only one plan, whereas the other 
half had more than one; that is, about half had multiple types 
of performance rewards whereas the other half limited rewards 
to a single area. 

Whether an agency had a single plan or multiple plans was 
related to the union involved as well as agency size. As can be 
seen from Table 14, agencies organized by the TWU and agen
cies with several unions were the most likely to have multiple 
plans. 
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TABLE 15 

NUMBER OF INCENTIVE PAY PLANS AT A TRANSIT 
AGENCY BY AGENCY SIZE (1985 APTA DATA), 
UNIONIZED TRANSIT AGENCIES ONLY 

Percentage of 
Total Number of Agencies with 
Employment Agencies More Than One Plan 

25-49 13 23 

50-999 85 51 

1000-2499 14 86 

2500 up 12 50 

TOTAL 124 52 

[Chi-square = 10.8; statistical significance= .01. 
There is no statistically significant difference 
between 50-99, 100-299 and 300-999 employee size 
groups.] 

The effect of agency size on the number of plans is somewhat 
complex {Table 15). The smallest agencies are the least likely 
to have multiple plans, and the proportion of agencies with 
multiple plans generally increases with size until the largest size 
group is reached, where the proportion decreases substantially. 
One would expect smaller agencies to have fewer plans because 
multiple incentives would be less needed. It appears, however, 
that the agencies most likely to be involved with multiple plans 
are those with 1000 to 2499 employees, rather than the largest 
agencies. The reason for this is unclear. 

Incentive Pay Plan Program Types and Subjects 

In the transit industry, most of the programs are of a few 
types. Thus Scott and Deadrick's (16) sample of291 plans, which 
included many nonunion agencies and managerial occupations, 
showed 30 percent of the programs to be merit plans, 28 percent 
to be recognition or non-cash incentives, 19 percent to be in
dividual cash bonuses, 13 percent to be suggestion systems. 3 
percent to be cost-savings plans, and the remaining 7 percent 
to be some other type. 

The 1985 APT A sample, which allows a somewhat different 
classification scheme of incentive pay plan subjects, is shown in 
Table 16. 

There appears to be a slight relationship between the fre
quency of subjects and agency size {Table 17). The only differ
ences, however, occurred among the very smallest agencies, the 
very largest agencies, and the remaining large group in the 
middle. For agencies with between 50 and 2499 employees, there 
were no significant differences based on size. Among the three 
groups, however, size increases are associated with decreases in 
the frequency of attendance, accident/safety, and gain-sharing 
plans, whereas size increases are associated with increases in 
the frequency of roadeos and best employee plans. 

There are no siaiisiically significam relationships between the 
frequency of plan subject and the union involved. There is how
ever a highly significant relationship between a plan's subject 

and whether the phm covered only one or multiple occupations 
{Table 18). As the table shows, almost all of the attendance 
plans applied to all organized employees, as did all of the gain 
sharing incentive pay plans. Almost all of the roadeos, however, 
applied to only one group, and this group was almost always 
the operators, although there were a few mechanic roadeos as 
well. Likewise, the accident and safety plans usually applied to 
only one group. 

These results are what would be expected. Attendance is a 
problem regardless of occupation, and the same performance 
measures are appropriate to all. Accidents are usually a problem 
for operators only, but even when other employees are covered 
different measures of performance are needed because of the 
differing job duties. Finally, gain-sharing incentive pay plans 
based on organizational performance affect and can be affected 
by all workers; therefore all workers are correctly included in 
Such plans. 

Conclusions about Incentive Pay Plan General 
Characteristics 

In conclusion, there are substantial variations among incentive 
pay plans in terms of the occupations covered, their life span, 
the number of plans at a transit agency, and the subjects in
volved. Frequently the variations are associated with differences 
in agency size and in union status. 

EXAMPLES OF TRANSIT INCENTIVE PAY PLANS 

As already noted, a relatively few subjects dominated transit 
incentive pay plans in 1985. To provide a deeper understanding 
of the more important subjects, this section gives examples of 
incentive pay plan provisions and characteristics concerning (a) 
attendance, (b) accidents and safety, and (c) gain sharing. Table 
19 presents the choices available for the characteristics of each 
of the three types. More comprehensive choices are presented 
for each characteristic in Chapter 2 (see Table 4). Fewer char
acteristic choices are used here, partly because some of the 
possible choices are never utilized in transit incentive pay plans, 

TABLE16 

SUBJECT OF ECONOMIC INCENTIVE PLANS (1985 APTA 
DAT A), UNIONIZED TRANSIT AGENCIES ONLY 

Subject Percentage of Plans 

Attendam.:lc! 35 
Roadeo 26 
Vehicle Accidents, & Safety 11 
"Best" Employee 8 
Suggestion 4 
Gain Sharing 2 
Merit Plan 1 
Other or Combination 13 

TOTAL (Sample Size= 279) 100 
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TABLE 17 

FREQUENCY OF INCENTIVE PAY PLANS BY TRANSIT AGENCY SIZE (1985 
APTA DATA), UNIONIZED TRANSIT AGENCIES ONLY 

Total 
Total 
No. of 

Employment Plans 

25-49 

50-2499 

2500 up 

TOTAL 

15 

174 

21 

210 

Total 
Plans Attendance 

% % 

100 

100 

100 

100 

73 

42 

29 

43 

Accidents 
or Safety 

% 

13 

13 

10 

13 

Roadeo 
% 

7 

32 

48 

32 

Best 
Workers 

% 

0 

10 

14 

10 

Gain 
Sharing 

% 

7 

3 

0 

3 

[Chi-square = 12.3; statistical significance .14. Likelihood ratio 
chi-square= 15.0; statistical significance= .06. Because of low frequen
cies in many cells, however, neither chi-square may be a valid test.) 

and partly in an attempt to combine choices in order to improve 
the clarity of the presentation. 

Attendance 

The most common incentive subject deals with the goal of 
improving attendance. Some attendance plans from the APT A 
survey, most of which were effective in 1985 and most of which 
are representative, are: 

• Current year's accrued sick leave (ASL) may be cashed in 
at 75 percent of regular pay rate. 

• 40 percent of current year's ASL, up to five days, may be 
cashed in. 

• If no unpaid time off, maximum of 3 absences, and 6 
attendance credits (1 credit per 45 consecutive days with no 
absences), then employee receives $100 for first year, $300 after 

TABLE 18 

FREQUENCY OF INCENTIVE PAY SUBJECTS BY 
OCCUPATIONAL COVERAGE (1985 APTA DATA), 
UNIONIZED TRANSIT AGENCIES ONLY 

Plan Subject 

Attendance 

Accidents or Safety 

Roadeo 

Best Worker 

Gain Sharing 

TOTAL 

Number 
of Plans 

98 

30 

72 

23 

6 

229 

Percentage of 
Plans Covering 
More than One 

Occupation 

89 

13 

1 

43 

100 

47 

[Chi-square 149.3; statistical significance= .00] 

2 consecutive years, and $500 per year for 3 or more consecutive 
years. 

• One day's pay if no sick absences. 
• If 60 days of ASL, then unused sick leave for year converted 

to vacation. 
• 8 hours pay for each quarter in which 64 days worked, 

payable at year end. 

TABLE 19 

SELECTED CHOICES FOR TRANSIT INCENTIVE PAY PLAN 
CHARACTERISTICS 

Characteristic Choice Categories 

Performance Unit Individual, or Group/Department/ 
Organization 

Payout Formula Individual performance, or 
"equal" to all in group 

Plan Structure All plans at single performance 
unit level, or plans at multiple 
performance unit levels 

Plan Coverage One occupation, or multiple 
occupations 

Performance Indicator Specific result(s), or 
Comprehensiveness second-level or higher results 

Performance Indicator Objective or subjective 
Objectivity 

Performance Period 

Reward Type 

Reward Frequency 

Reward Duration 

Year or less, or variable, or 
multiple periods 

Money, time, other economic, or 
combination 

One payment at end of each 
performance period, or 
multiple payments for one 
performance period, or one 
payment for multiple 
performance periods 

Temporary, or Permanent 
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• If S years service and below SO percent of ASL used, then 
one day sick leave converted to paid day off. 

• All ASL may be cashed in. 
• Unused sick leave for the year may be cashed in. 
• $50 savings bond if no absences for year. 
• 10 percent extra vacation if no miss-outs and perfect at

tendance for year. 
• 3 days vacation if no sick leave used for year, 2 days if no 

more than 8 hours used and 1 day if no more than 16 hours 
used. 

• $50 for each quarter with no unexcused absences and $200 
for year with no more than 1 unexcused absence, all paid at 
year end; half for part-timers. 

• 1 paid day off if no more than S miss-outs in one year 
period. 

• 8 hours pay if no unexcused, personal, on-duty injury, or 
disciplinary absences, leaves of absence or misses for year. 

• $150 less $12.50 per each 1/2 day of sick leave during the 
year. 

• $0.10 per hour worked for each month with no unexcused 
absences, plus $0.15 per hour worked for each quarter with no 
unexcused absences, plus $0.20 per hour worked for each year 
with no unexcused absences. 

• May cash in ASL over 8 days at rate of $60 per day. 
• $100 if no absences except vacation, personal days, jury/ 

funeral/medical exam/union leave, and no more than 3 months 
medical disability leave; $200 any year that 20 percent qualify. 

• All ASL over 90 days paid at rate of $25 per day. 
• S pound ham or other award if no lost time for year. 
• 25 percent of all ASL over 180 days converted to vacation. 
• May cash in up to S days of ASL per year if 40 days remain 

and 90 percent of scheduled work in preceding year worked. 
• ASL over 105 days paid at $30 per day if none used in 

preceding year, less $5 per day for each day used in preceding 
year; no payment and days forfeited if 6 days used. 

• SO percent of unused annual sick leave paid if 400 hours 
of ASL and 2/3 of annual accrual unused. 

• SO percent of ASL over 120 days paid. 
• If 536 hours of ASL, 32 hours of sick leave paid if none 

used for year, 24 hours paid if 8 used, 16 hours paid if 16 used, 
and 8 hours paid if 8 used. 

• 1 paid day off if no sick leave used for year. 

The most frequent choices for the various characteristics of 
transit attendance incentive pay plans are presented in Table 
20. 

Accidents and Safety 

Another common incentive subject deals with the goal of 
decreasing vehicle accidents or improving safety. Some safety 
plans, most effective in 1985 and representative, are: 

Incentives for Individual Operator Performance 

• If an operator has a safe driving record for the year, he or 
she receives $10. 

• If an operator has no accidents for the year, he or she 
receives $100. 

TABLE 20 

CHARACTERISTICS OF TRANSIT ATTENDANCE 
INCENTIVES (1985 APTA DATA) FOR UNIONIZED TRANSIT 
AGENCIES 

Characteristic 

Performance Unit 

Payout Formula 

Choice Category 

Almost always individual 

Always individual 

Plan Structure Most part of single-level 
structure 

Plan Coverage Most cover more than one 
occupation 

Performance Indicator based on specific result or 
Co111prel11msiveness results 

Performance Indicator All objective, although judgment 
Objectivity sometimes involved as with 

"unexcused" absences 

Performance Period 

Reward Type 

Reward Frequency 

Reward Duration 

2/3 are for year or less; 
however, 1/5 have a variable 
performance period (as when all 
ASL may be cashed in), and 1/5 
have multiple performance 
periods (as when past years' ASL 
can be cashed in if attendance 
is good this year) 

1/2 money, 1/3 extra paid time 
off, rest mixture 

Most paid at end of each 
performance period, although 
some give one lump payment for 
multiple periods (as when 
quarterly awards are all paid 
together at end of year). 

All temporary. 

• If an operator has no preventable accidents for the year, 
he or she receives $500. 

• If an operator has no chargeable accidents during the spec
ified period, then he or she receives the following rewards at 
the year's end (SO percent for part-time operators): $15 for each 
month, plus $30 for each quarter, plus $125 for the year. In 
addition he or she receives $25 after 3 years without a chargeable 
accident, $75 after 6 years, $100 after 11 years, and $125 after 
16 years. 

Incentives for Group Operator Performance 

• If the authority achieves 5.3 accidents or less per 100,000 
miles of revenue service during the six-month period, then each 
operator employed for the entire six months receives a three 
percent wage increase, which will become part of each receiving 
operator's base rate. 

Incentives for Group Non-Operator Performance 

• Maintenance department receives $1 for each day and an 
additional $30 for each month with no industrial or workers' 



compensation accidents, payable to the departmental coffee 
fund. 

• If a maintenance shift has no lost-time injuries in a quarter 
(one person off for an entire day), then each shift member and 
a guest receives a $17.50 value per person awards banquet. 

Incentives for System Performance 

• All Authority employees during the entire six-month period 
will be eligible for the following cash payments, which will 
constitute a one-time bonus. If accidents per 100,000 revenue 
miles is less than or equal to 2.9 and greater than 2.8: 0.5 percent 
of the employee's straight-time earnings for the period. If ac
cidents per 100,000 revenue miles is less than or equal to 2.8 
and greater than 2.7: 0.75 percent of the employee's straight
time earnings for the period. If accidents per 100,000 revenue 
vehicle is less than or equal to 2.7: 1 percent of the employees 
straight-time earnings for the period. 

The most frequent choices for the various characteristics of 
transit accident/ safety incentive pay plans are presented in Table 
21. 

TABLE 21 

CHARACTERISTICS OF TRANSIT ACCIDENT AND SAFETY 
INCENTIVES (1985 APTA DATA) FOR UNIONIZED TRANSIT 
AGENCIES 

Characteristic 

Performance Unit 

Payout Formula 

Plan Structure 

Plan Coverage 

Performance Indicator 
Comprehensiveness 

Performance Indicator 
Objectivity 

Performance Period 

Reward Type 

Reward Frequency 

Reward Duration 

Choice Category 

4/5 individual and 1/5 group 
or organization 

4/5 individual and 1/5 equal 
to all in group 

3/4 part of single-level 
structure; rest not 

Most cover only one occupation 

All based on specific result or 
results 

Almost all objective, although 
judgment sometimes involved as 
with "chargeable" accidents 

Most are for year or less, 
although about 1/5 have 
multiple performance periods (as 
when more valuable rewards are 
received for two and for three 
periods of continuous 
performance) 

1/2 money, and 1/2 other reward 
with economic value (such as 
gift certificates, watches, 
color TVs and uniform 
allowances) 

Most paid at end of each 
performance period 

All temporary 

Gain Sharing Based on Organization-wide or 
Group Performance 
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Much less common, and indeed almost absent until recent 
years, are gain-sharing incentives using the entire organization 
or occasionally groups as the performance unit. As used herein, 
such gain-sharing plans refer to improvements that may or may 
not be reduced to money savings, but in all cases there is some 
gain in organizational or group performance. All of the plans 
listed in the 1985 APTA survey are: 

• June 1984: Each employee will receive 3.9 cents per pay 
hour up to 2080 hours for each 1 percent increase in passenger 
revenue in the preceding year over the base amount, up to $717 
per employee. June 1985: 50 percent of the increase in passenger 
revenue in the preceding year over the base amount will be 
distributed according to each employee's eligible pay hours, with 
the total distributed not to exceed 0.1 percent of the base amount. 

• 0.5 percent of earnings paid as a one-time bonus for each 
of the following standards met: 94.5 percent on-time system 
performance, 4300 miles between system roadcalls, and 2.9 ac
cidents per 100,000 system revenue miles. Alternatively, 0.75 
percent paid for each of the following standards: 95 percent on
time system performance, 4500 miles between system roadcalls 
and 2.8 accidents per 100,000 system revenue miles. Alterna
tively, 1 percent paid if 96 percent on-time system performance, 
4750 miles between system roadcalls, and 2.7 accidents per 
100,000 system revenue miles. 

• 2 percent hourly pay increase in January and June (1 per
cent frozen into base) if group accident, roadcall, and ridership 
standards met. 

• Paid weekend vacation for two to member (drawn by lot) 
of the team with most performance points. 

• 2 percent pay increase if the ratio of farebox revenue to 
operating expenses in the preceding 6 months exceeds 16 per
cent, plus an additional 2 percent pay increase for each 2 percent 
increment in the farebox ratio over 16 percent, with a maximum 
pay increase of 16 percent. 

The most frequent choices for the various structural elements 
for transit group/organizational gain sharing incentive pay plans 
are presented in Table 22. 

PROCESSES AND STRUCTURES FOR DESIGN, 
IMPLEMENTATION, AND EVALUATION 

Almost all of the information available concerns the char
acteristics of incentive plans. Very little has been published about 
the processes and structures by which incentive plans have been 
designed, implemented, evaluated, or revised. Indeed, although 
plan characteristics have been described in great detail for 
hundreds of systems, the only information that has been pub
lished on processes may be found in case studies of three systems, 
and even these cases do not cover many critical process issues. 

This section summarizes the limited information available. 
Because only three systems are involved, individual descriptions 
of each are provided, rather than summary tabulations for all 
three. The systems discussed are the Mass Transit Authority of 
Flint, Michigan (6), the Metropolitan Transit Commission of 
Minneapolis-St. Paul, Minnesota (6, 43, 44), and the New York 
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TABLE 22 

CHARACTERISTICS OF TRANSIT GAIN-SHARING 
INCENTIVES (1985 APTA DATA) FOR UNIONIZED TRANSIT 
AGENCIES 

Characteristic 

Performance Unit 

Payout Formula 

Plan Structure 

Plan Coverage 

Performance Indicator 
Comprehensiveness 

Performance Indicator 
Objectivity 

Performance Period 

Reward Type 

Reward Frequency 

Reward Duration 

Choice Category 

5/6 organization-wide and 1/6 
group 

5/6 equal to all in group and 
1/6 individual 

All part of multi-level 
structure 

All cover more than one 
occupation 

2/3 based on specific result or 
results; 1/3 based on second
level or general results 

All objective, with no judgment 
involved 

All are for year or less 

5/6 are money, and 1/6 is 
weekend vacation 

2/3 paid at end of each 
performance period; 1/3 make 
multiple payments for one 
performance 

5/6 are temporary; 1/6 is 
permanent 

City Transit Authority (16, 43, 44). [Jennings et al. (43, 44) did 
not identify agencies by name, but the widely known plans in 
New York and Minneapolis made their identities obvious.] 

Flint's pay incentives involve temporary increases in hourly 
wages for those individuals meeting specified attendance and/ 
or safety standards, with progressively higher rewards for those 
meeting the standards for a month, a quarter, and an entire 
year. The incentive pay plans are one element of a comprehensive 
quality-of-work-life effort. 

Likewise, Minneapolis has established a comprehensive qual
ity-of-work-life program, of which incentives are only one part. 
Moreover, although the incentives have a definite economic 
component, they are considered to be primarily recognition 
incentives. Thus drivers can receive money, paid time off, and 
a number of recognition rewards for meeting a set of aiiendance, 
safety, discipline, and passenger-complaint standards. 

Finally, from 1975 to 1982. New York had a productivity 
gain-sharing plan. Transit employees were given cost-of-living 
adjustment (COLA) increases only to the extent that funds were 
available from productivity or certain other cost savings. 

Design Processes 

In both Flint and Minneapoiis, the incentive pians were sug
gested and primarily designed by management. In both cases 
the union did have some input, but their contribution was mainly 

to make minor modifications in management proposals. In New 
York, the gain-sharing plan was initially forced on the parties 
as the result of legislation, but was voluntarily renewed for two 
contracts following the one in which it was required by law. 

Implementation Structures and Processes 

In Flint, three labor-management committees were estab
lished, and meet monthly. Each committee has labor and man
agement members, the chair rotates between labor and 
management, and the labor representatives are picked by the 
union leadership. Among their other duties, the committees are 
expected to explain and encourage participation in the incentive 
programs. Because eligibility for the safety incentive includes 
standards concerning the number of "avoidable" accidents, a 
spet:ial safely panel consisting of three outside neutral safety 
experts is available to hear employee appeals about an accident's 
classification. Finally, training classes about the overall coop
eration philosophy are available to all, and probably are also 
used to explain the incentives. 

In Minneapolis, the incentive plan is administered by man
agement, but task forces have been established to examine and 
suggest revisions in various aspects of the incentives. The task 
forces meet "periodically," and include committees for Driver 
Recognition, for Attendance Recognition, and for Motivation 
Research Implementation. However, at least on the Driver Rec
ognition Committee, the union acts more as a watchdog than 
as a full participant, since the committee is chaired by man
agement and consists of five top managers, five drivers picked 
by management, and one union representative. 

In New York, the only two administrative structures reported 
in the published research were a three-member Productivity 
Committee, and the city's Special Deputy Comptroller. The 
Productivity Committee consisted of the local union's president, 
the transit agency president, and a jointly chosen neutral third 
party. It was supposed to meet monthly throughout the contract 
running from April 1980 through March 1982, but in fact did 
not meet at all until the summer of 1981, more than a year 
later. The independent representative of the city, the Special 
Deputy Comptroller, was charged with monitoring and review
ing Productivity Committee decisions. 

Evaluation and Revision Processes and Structures 

Although no formalized procedures for periodic evaluation 
and revision were reported in the research, Flint's and New 
York's plans were part of their labor agreements, therefore they 
were open for possible evaluation and change at each contract 
renewal. In the case of Minneapolis, it was not reported whether 
the incentives were part of the labor agreement. However, the 
task forces were charged with evaluation of the incentives, and 
in fact the Driver Recognition Committee did make recom
mendations that resulted in revisions of the driver award plan. 
Also, Minneapolis hired an outside consultant to evaluate the 
program in 1983. 

Summary 

In summary, according to the literature both Flint and Min
neapolis had relatively comprehensive and ongoing implemen-



tation efforts for incentives as well as other quality-of-work-life 
programs. Flint in particular made substantial efforts to involve 
employee representatives. New York on the other hand, ac
cording to the literature, seemed to have a much lower level of 
employee involvement and relatively minor implementation and 
administration efforts. 

EVALUATIONS OF INCENTIVE PAY PLANS 

Through the mid-1980s, formal evaluations of incentive plans 
have been rare, and rigorous evaluations have been almost non
existent. Clark, Warren, and Greisinger's experience (6) sum
marizes the situation well. Of the 115 transit agencies that 
reported using incentives, only 15 said that the plans had been 
evaluated, and follow-up phone calls to the 15 found that only 
one, Flint, had "a careful evaluation component capable of 
demonstrating the effect of the program" (6, p. 46). After com
pleting case studies at Flint and Minneapolis, the authors stated 
that "there are a lot of judgments being made about these 
programs, and most of them are positive but hard data proving 
the judgments correct are not easy to find" (6, p. 78). [Min
neapolis since has had a formal evaluation ( 43), as discussed 
later.] Part of the problem is that new incentive programs are 
often accompanied by other changes as well, so even when 
employee performance improves, it is difficult to determine how 
much the incentives had to do with it. 

Therefore, the general situation is that no truly conclusive 
statements can be made at this time about the effectiveness or 
the benefit/cost ratios of incentive pay plans in the transit in
dustry. Thus, although the following discussion offers some 
evidence, it should not be regarded as conclusive. 

In Flint, between the first three months of the program and 
the same quarter two years later, unexcused absences declined 
by 72 percent and late arrivals by 70 percent. Likewise, between 
the first and second years of the agreement, unexcused absences 
declined by 58 percent, late arrivals by 34 percent and accidents 
by 19 percent. Management attributes these results primarily to 
the incentive programs, and believes that the benefits outweigh 
the costs ( 6). 

In Minneapolis (43, 44), comparisons of the 1981 and 1983 
performance and costs associated with the driver recognition 
incentive showed benefits per driver of $650 and costs per driver 
of $50, for a benefit/cost ratio of exactly 13. Moreover, although 
only 10 percent of the drivers would have met the standards in 
1981 before the reward program was implemented, in 1983 
almost 26 percent met the standards. The 26 percent of the 
drivers meeting the standards accounted for slightly more than 
half of the savings, which implies that much of the improvement 
came from the best drivers becoming better. It would be inter
esting to know if the Minneapolis incentives, which were de
signed to reward only top drivers, had any impact on the lower 
half of the driving work force. 

The ending is less happy in New York. Although the program 
was viewed as successful by both parties initially, this assessment 
changed over time. The amount of savings generated by cost 
and productivity improvements were disputed within the Pro
ductivity Committee, and the integrative decision making 
needed for effective gain sharing was replaced with distributive 
bargaining (16). Moreover, the city's oversight comptroller mod
ified downward many of the committee's estimated savings (43, 
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44). (Although part of the problems in estimating savings may 
have been unique to the New York situation, it is extremely 
difficult to arrive at generally acceptable costs and savings grow
ing out of incentive programs, and benefit/ cost ratios developed 
by one of the parties involved often should be taken with a 
degree of skepticism.) Management wanted to stop the program 
after 1982, and in fact both the COLA and the gain-sharing 
plan were removed by an arbitrator ( 43). 

Moving from the results at specific systems to results in gen
eral, Scott and Deadrick (J 6) asked their survey respondents 
(who were all management personnel) to subjectively evaluate 
the effectiveness of their incentive programs, both in terms of 
specific benefits and in terms of overall effectiveness. Of those 
who answered the question about overall effectiveness, 60 per
cent of the gain-sharing plans were said to be effective, as were 
96 percent of the individual cash bonuses, 76 percent of the 
non-cash incentives, and 80 percent of the suggestion systems. 
These high percentages probably should be viewed with some 
suspicion, given that they are subjective judgments by non
neutral parties, that no union or employee assessments are in
cluded, and that very few if any agencies have made rigorous 
evaluations. Moreover, because no information about costs or 
benefits is available, it is not possible to determine if the gains 
were worth the costs. Many of these transit incentive pay plans 
may indeed have succeeded, but the survey's success percentages 
seem to be higher than reasonably could be expected. 

In summary, taking all of the evidence together, the literature 
on transit incentive pay plans suggests that incentives can suc
ceed in transit, but that success is far from certain, and plans 
will fail unless many preconditions are met. Preconditions in 
general have been discussed in Chapters 1 and 2; preconditions 
specifically noted as important for transit are covered next. 

FACTORS INFLUENCING THE SUCCESS OR 
FAILURE OF TRANSIT INCENTIVES 

The authors of studies dealing with Flint, Minneapolis, and 
New York identified a number of factors that they believed 
influenced the eventual success or failure of the incentive pay 
plans in those cities. In general, it was concluded that the plans 
in Flint and Minneapolis were successful, while the plan in New 
York was not. It should be noted, however, that both the Flint 
and Minneapolis plans had been in effect for only short times 
when they were evaluated, whereas the New York plan was in 
effect for six years, or through three labor contracts. 

New York 

In New York, the gain-sharing plan was initially considered 
successful by the union and management, but failed in the end 
because at least one and perhaps both of the parties wanted it 
out of the agreement (16) . Although no one discusses why the 
plan was initially successful, a number of reasons are listed for 
its eventual failure. 

First was the factor of negative public opinion, which probably 
also affected employee behavior (43, p. 108): 

This program received negative public opinion in part associated 
with press accounts which labeled "productivity gain sharing" 
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as a "subterfuge"- "payments were going to be given anyway, 
and the projects were a lame excuse for justification." 

Second was the veto power of the external auditor. Even when 
the primary parties agreed that certain gain-sharing increases 
were justified, the external auditor could and often did reduce 
the estimated savings and thereby the pay increases ( 43, 44). 
The fact that an outsider frequently decided to withhold pay
ments certainly would lessen the perceived link between per
formance and reward, thereby decreasing the motivation to 
perform. 

Third, at least near the end of the program, the cooperative 
problem-solving climate considered essential to the success of 
any gain-sharing plan was absent. As Scott and Deadrick (16, 
pp. 33-34) report: 

The productivity decisions wen: a subject of controversy, and 
the joint decision process was replaced by a bargaining process. 
Because the focus of the program became a matter of "us versus 
them," the underlying "we" concept of productivity sharing was 
never fully realized. 

In summary, Jennings et al. (43) note that New York's gain
sharing plan (and another unidentified agency's gain-sharing 
plan) lacked a number of factors, each of which is considered 
essential for success: the desired behavior was not clearly spec
ified, the potential rewards were not enough to be of value to 
the employees, the employees did not believe that the reward 
would follow behavior, and the employees did not believe the 
system was being administered fairly. 

Although the preceding reasons leave many unanswered ques
tions about the underlying causes of the initial success and 
eventual failure, they are all in accord with the research about 
incentives presented in Chapters 1 and 2. That is, many of the 
conditions that the incentive literature suggests will lead to 
failure were reported to be present in New York. 

Flint and Minneapolis 

In Flint and Minneapolis, the incentive plans were considered 
successful at the dates that they were studied, although neither 
had been in place for as long as the New York plan at the point 
that it was removed. Flint and Minneapolis both reward indi
vidual performance and both provide recognition and pay in
centives, although the emphasis in Flint is on economic rewards 
while the emphasis in Minneapolis is on recognition. Factors 
that Clark et al. (6) believed assisted the success of these plans 
are as follows. 

1. The union-management relationship was a mature one at 
both agencies. Both union and management recognized that the 
presence of a distributive relationship at certain times (as when 
bargaining over wage rates) did not preclude the presence of an 
integrative relationship at other times (as when solving opera
tional problems). 

2. Neither union nor management leaders seemed to be afraid 
of losing power through the cooperative process necessary to 
make the incentive plans work. 

3. In Fiini, foe union wiliingiy accepted the incentive pian 
because they believed that the total financial package would be 
better than the previous wage package, with any losses in over-

time earnings more than made up with the increased incentive 
earnings. Also, the union was guaranteed that any reductions 
in personnel would be accomplished through attrition. 

4. At both the agencies, the incentives were designed with 
union input. Although the modifications suggested by the union 
were minor, the union indeed did have a voice in incentive pay 
plan design. 

5. At both agencies, the incentives were implemented with 
comprehensive and ongoing administrative structures and pro
cesses. Indeed, in both cases the incentive plans were just one 
part of comprehensive quality-of-work-life programs, so the im
plementation processes and structures might have been more 
than would have been needed for incentives alone. 

6. Both parties at Flint believed that the incentive plans would 
have been unworkable without the high level of trust that was 
present. Much of this trust cl1weloped through the activities of 
the labor-management committees. 

7. Both agencies had the data processing capacities to keep 
precise records. In Flint, for example, an established computer 
system and a relatively small number of employees made the 
data requirements possible to administer. 

8. The authors report that for implementation to be suc
cessful, the incentives must have the strong backing of top 
management, as they did in Flint and Minneapolis, and that 
the organizational atmosphere must be right (6, p. 47): 

Put simply, incentives cannot be effective in a climate of mistrust, 
insecurity, or highly adversarial labor-management relationships. 
Conversely, incentives appear to work best in an open, partici
pative atmosphere. 

Although the preceding reasons may not all be necessary or 
even sufficient to guarantee success, they are all in accord with 
the research about incentives reviewed in Chapters 1 and 2. 
Thus, many of the conditions that the incentive literature sug
gests are necessary for success were reported to be present in 
Flint and Minneapolis. 

PUBLISHED RESEARCH ON TRANSIT INCENTIVES: 
CONCLUSIONS 

A number of conclusions can be drawn from the published 
literature on incentives in the transit industry. 

1. A substantial amount of information is available about the 
presence, subjects, and characteristics of transit incentives. As 
of 1985, incentives were relatively common, and they involved 
a variety of different subjects and characteristics. Often, differ
ences among agencies in the presence, subjects, and character
istics of incentives were associated with differences in agency 
size and union status. 

2. Some of the types of incentives found in other industries 
may not be appropriate for transit, but transit is developing new 
types of incentive pay plans that are uniquely congruent with 
its strategics, organizations, and environment. As one example, 
profit-sharing plans will seldom be appropriate for unionized 
transit workers. Not only would there seldom be profits in a 
publicly owned enterprise, but also many aspects of revenue 
generation and productivity cannot be influenced by transit 
employees. On the other hand, new indicators are being devel
oped that are uniquely suited to transit, such as "on-time per-



formance," "vehicle accidents," and "miles between road calls." 
Other measures that are even better for transit systems and their 
employees only await development by innovative transit man
agement and union leaders. 

3. Very little information is available about transit incentive 
design and implementation processes, evaluations of outcomes, 
and identification of reasons for success or failure. However, 
the available information suggests that incentives can succeed 
in transit. Also, it confirms that pay incentives succeed or fail 
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in transit for many of the same reasons that they succeed or 
fail in any other organization. 

Therefore, it appears that the general requirements for success 
discussed in earlier chapters are valid for transit, and should be 
heeded by those wishing to establish successful transit incentive 
pay plans. In particular, no plan may work at some agencies, 
certain types of plans may not work at many more, and some
times unique types may be the most appropriate. 
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CHAPTER FOUR 

TRANSIT INCENTIVE DESIGN AND IMPLEMENTATION 

The primary goal of this chapter is to identify the processes 
and structures involved in designing and implementing suc
cessful incentive plans for unionized employees. By focusing on 
design and implementation efforts, rather than on plan char
acteristics, the chapter addresses issues that have been largely 
ignored in the literature. 

The limited information previously published about design 
and implementation was discussed in Chapter 3. This chapter 
presents comprehensive case studies, conducted as part of this 
research, on incentive plan development at two systems: the 
Metropolitan Transit Authority of Houston, Texas; and the 
Mass Transportation Authority of Flint, Michigan. For each 
system, the following format, which roughly parallels the four 
steps of effective incentive development through two cycles, is 
used: 

• Goals of the Initial Plans 
• Designing the Initial Plans 
• Characteristics of the Initial Plans 
• Implementing the Initial Plans 
• Evaluating the Initial Plans 
• Goals for the Revised Plans 
• Designing the Revised Plans 
• Characteristics of the Revised Plans 
• Implementing the Revised Plans 
• Evaluating the Revised Plans 

KEY FINDINGS OF THE CHAPTER 

• For the most part, the evidence from Houston and Flint 
confirm the general concepts about incentive design and imple
mentation discussed in Chapters 1 and 2. Thus, most of the 
general principles are also applicable to transit. 

• In both cases, the incentive plans were part of a manage
ment response to major problems. The agencies were in such 
bad condition that the employees, the unions, and the manage
ments all knew that somethiug hatl Lo be done if the systems 
were to survive. Such crises may not have been necessary to get 
the incentives accepted, but they certainly aided the process. 

• In both cases, there were major management changes at 
or near the top shortly before the incentives were proposed. The 
new managers made many changes in their attempts to tum the 
systems around. 

• In both cases, the plans were initiated and primarily de
signed by management; union input resulted in changes in the 
required levels of performance, and in minor characteristic 
changes, but the plans adopted were essentially designed by 
management. 

• In both cases, the incentives' characteristics and imple
mentation were directly related to the goals that management 
sought from the plans, as well as to their overall labor relations 
and system-wide goals. Indeed, both managements made 
changes in their goal sets after the initial incentive agreements 
were in place, and the revisions in the incentives that they 
proposed were partly a result of their new goals. 

• In both cases, the unions were at first strongly opposed to 
incentives. Although the exact reasons that each union finally 
agreed to try incentives differed, in both cases it was true that 
the workers would get substantially more money with incentives 
than without them. In neither case were incentives viewed as 
replacements for money that could have otherwise been ob
tained. 

• In both cases, comprehensive implementation processes and 
structures were used. Although Houston relied more on pro
cedures already in place and Flint developed many new pro
cedures, both spent a good deal of effort in planning for and 
conducting the implementation. 

• In both cases, there were problems involving both the plan 
characteristics and their implementation, in spite of the thought 
that had gone into designing them. Thus, it was vital that the 
parties were able to evaluate the efforts, and to make needed 
revisions, both during the term of the first agreements and when 
the second agreements were negotiated. 

~ In both cases, all union and management interviewees said 
that the plans had been successful, from their own points of 
view. 

• In both cases, the incentives were only one of a set of 
changes aimed at improving worker and system performance. 
Although all interviewees agreed that incentive pay was an 
absolutely necessary part, all also stated that incentive pay was 
not the sole cause for success. Thus, it was the combination of 
changes that resulted in success, not any one element in isolation. 
Indeed, the incentives might not have worked at all, and cer
tainly would not have worked as well, if they had not been 
accompanied by other needed changes. 

• In both cases, management spent a good deal of effort both 
during negotiations and during the life of the contract to con
vince the unions that management was sincerely trying to help 
the workers and was not trying to weaken the union. In both 
cases, the unions developed a good deal of trust in management 
and in the likelihood that the incentives could truly be earned. 
Indeed, in both cases, especially in Flint, management made 
substantial efforts to move the overall labor-management rela
tionship from adversarial to cooperative. 

• In both cases there was a strong commitment to incentives 
by top management. Both systems experienced problems ini
tially, and both unions demanded that the incentives be removed 
after their initial experience with them. But both top manage-



ments were committed to making the incentive plans work. By 
making changes in response to the problems rather than by 
dropping the incentive concept, revised plans emerged that were 
viewed as successful by all union and management interviewees. 

WHY HOUSTON AND FLINT WERE SELECTED 

Houston and Flint were chosen as case studies for several 
reasons: 

1. The agencies are typical of relatively large and relatively 
small systems respectively: both have long histories of true col
lective bargaining, and both have experienced many of the or
ganizational and employee changes that have been common in 
the transit industry in the last several decades. 

2. The incentive pay plans at both agencies can result in 
substantial payments to the workers, and hence are truly eco
nomic incentives. 

3. In both cases, incentive plans have been in place through 
one entire contract cycle and through most of a second contract 
cycle. This length of time provides a reasonable degree of ex
perience. 

4. The initial plans were considered successful enough by 
both union and management that revised plans were included 
in a second contract. 

5. The agencies illustrate two somewhat different approaches. 
Flint uses only individual incentives, and their incentive plans 
are only one part of a comprehensive, contractual, and func
tioning labor-management cooperation effort. In Houston, most 
potential incentive pay is based on system-wide performance, 
and the plans are geared to developing a team effort. 

6. These systems were chosen because they have two of the 
most advanced and sophisticated incentive pay plans among 
U.S. transit systems. Their plans definitely are not typical for 
the industry, but provide models that other agencies may wish 
to consider. 

Although neither of the systems is organized by an Amal
gamated Transit Union local, plan characteristics and the design 
and implementation efforts would have been essentially the same 
regardless of national union affiliation. In both cases the incen
tives were designed and implemented based almost entirely on 
management initiatives, and both initially faced strong union 
opposition. There is no reason to believe that the ATU would 
have affected plan design, implementation or success differently 
than did the unions involved (82). 

CASE STUDY OF HOUSTON2 

The Metropolitan Transit Authority of Harris County serves 
the city of Houston, Texas and surrounding areas with approx-

2 Much of the information on the Houston incentive plans was pro
vided by Howard W. Lewis, Director of Labor Relations, Metropolitan 
Transit Authority of Harris County, and by John W. Bland, Interna
tional Representative, Transport Workers Union, on February 24, 1986. 
Any errors, shortcomings, or misinterpretations in this presentation are 
the responsibility of the author. 

43 

imately 750 buses and 2200 employees. The employees include 
1400 operators and 700 nonsupervisory maintenance workers 
(81). 

The Transport Workers Union Local 260 represents the 
unionized employees, which include workers in the vehicle main
tenance, facility maintenance, storeroom, public facilities main
tenance, scheduling, transportation, and treasury service. The 
TWU has been the exclusive representative of Houston transit 
workers since 1949, having been present when the system was 
privately owned, when it was publicly owned but privately man
aged, and now that it is publicly owned and managed. The 
TWU local in Houston has not been free of internal problems, 
however. In 1980, the local went bankrupt, and was placed 
under international trusteeship. It again went bankrupt in 1985, 
and was again placed under trusteeship by the international. It 
recently had new elections and was removed from trusteeship. 
Of the just-elected officers, many are new, including the pres
ident, but many of the old officers were reelected. (Although 
the internal union problems were not reported to have a direct 
impact on presence and operation of the incentive plans, it is 
interesting to note that both Houston and Flint had such prob
lems when their first incentive contracts were negotiated.) 

Although collective bargaining in Texas is prohibited by law 
for most public employees, the TWU (and many other public 
employee unions in Texas) have long used various methods for 
maintaining full bargaining rights (82-85). 

Incentive plans were first introduced in Houston's 1982-1984 
contract. Revised plans were included in the 1984-1986 agree
ment. 

Goals of the Initial Plans 

In the late 1970s, the Houston system was in bad condition. 
After having suffered from years of neglect, it was reorganized 
as a publicly owned and operated authority in December 1979, 
and a new general manager was hired to turn the system around. 
Management introduced the idea of incentive pay as one of an 
arsenal of methods for improving system productivity and per
formance. 

Designing the Initial Plans 

Given the system's past history of poor performance, adver
sarial labor-management relations, and broken management 
promises, it was not surprising that the overall level of trust 
between the union and management was low during Houston's 
1982 negotiations. In general, the type of bargaining that oc
curred was viewed by both sides as being a mixture of coop
erative and adversarial, but definitely was closer to the 
adversarial end of the scale. 

Management presented its incentive plan proposals, along 
with other economic issues, in the final weeks of bargaining. 
The union's initial response to the idea of incentives was com
pletely negative. That is, the union was only interested in ob
taining across-the-board increases in the base rate, and did not 
want incentive wages in the contract. In addition to the normal 
TWU reservations about incentive pay, the local believed that 
it would be difficult for the workers to improve system per
formance, no matter how hard they tried, because of the system's 
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poor equipment and nonsupportive management. Management 
however persisted, and the bargaining over the incentive plans 
was characterized as very adversarial by both union and man
agement interviewees. 

A number of factors finally convinced the union to accept 
the plans. First, the workers received regular pay and other 
increases that were in line with the industry. In the union's 
words, they got everything that they wanted. Therefore, incen
tive payments were seen by both parties as money in addition 
to, not in place of, the normal expected pay increases. There 
were no trade-offs involving the incentives, so the union believed 
that the employees had nothing to lose by accepting the incentive 
plans, and might possibly gain. Second, the union, management, 
employees, and the public were all very sensitive to the system's 
poor past performance. The union believed that an outright 
refusal to accept performance pay would make them look very 
bad in the eyes of the public, and in addition they were not 
willing to strike over the issue. Therefore, although the union 
did not like the concept, they eventually agreed to a set of 
incentive pay plans. 

At the end of the negotiations, the union's attitude toward 
the plans that were actually adopted was more positive than 
their initial attitude toward the concept of incentive pay in 
general. Indeed, the union reported that their attitude about the 
plans actually adopted was quite positive, although management 
reported that they perceived the union still to be negative about 
the plans. However, both the union and management said they 
helieverl that it. was quite likely that incentives would be earned 
by the workers. The plans adopted were basically those that 
management had first proposed, although the performance stan
dards to be met had been modified as a result of union input 
during the bargaining. 

Characteristics of the Initial Plans 

Houston's 1982-1984 contract included four incentive plans 
(86). Two were based on individual performance and two on 
group performance: 

• Individual Sick Leave Buy-Back 
• Individual Performance Point Competition 
• Group Accident 
• Group Roadcall 

The individual sick leave buy-back plan allowed workers to 
cash in any accrued sick leave over eight days at a rate of $60 
per day, a relatively common provision in the transit industry. 

Not typical was the other plan based on individual perform
ance, the individual performance point competition. The plan 
worked as follows for operators. For the first contract year each 
operator accumulated points, with total points equaling the 
number of: 

Days absent + misses + preventable accidents involving col
lision + valid passenger complaints + off-schedule charges 
+ reprimands for poor appearance. 

The quartile of operators with the lowest total points for the 
year received a 3 percent increase in pay, effective only for the 
second contract year. The quartile with the next highest point 

total received a 2 percent increase, the next quartile received I 
percent, and the quartile with the highest number of total points 
received nothing. 

Similar provisions were adopted for maintenance employees, 
and for other employees, with the reward formulas being the 
same but the variables making up the point total being different. 
For maintenance employees, total points equaled the number 
of: 

Days absent + preventable accidents involving collision + re
primands for disorderly /unclean work area + reprimands 
for poor workmanship and/ or excessive use of parts. 

For all other employees, total points equaled the number of: 

Days absent + days lale + 1.:hargeable safrly violalions + 
reprimands for poor workmanship + late or slow perform
ances for contraflow workers. 

The group accident incentive plan involved only operator 
performance. Under the plan, if the operators achieved no more 
than 7.9 accidents per 100,000 revenue vehicle miles for a 6-
month period ending January 31, 1983, then all operators and 
certain supporting employees would receive a permanent 1 per
cent raise and an additional 1 percent for 6 months only. Like
wise, if the authority achieved no more than 5.3 accidents per 
100,000 revenue vehicle miles for a 6-month period ending Jan
uary 31, 1984, then all operators and supporting employees 
would receive a pennanenl 3 pt:r1.:t:nl raise in pay. 

The group roadcall incentive plan was based on maintenance 
employee performance. Under the plan, if there were 1,000 or 
more miles between roadcalls for the 6-month period ending 
January 31, 1983, then maintenance and certain supporting 
employees would receive a 1 percent permanent increase and 
another I percent increase for 6 months. Also, if miles between 
roadcalls averaged 2,000 or more for a second 6-month per
formance period ending January 31 , 1984, the covered groups 
would receive a permanent 3 percent raise. 

In sum, it was possible for the unionized Houston employees 
to increase their pay permanently by 4 percent and temporarily 
by another 3.5 percent, not counting any sick leave buy back. 
Three of Houston's four plans were unique, one because it 
resulted in unionized employees competing directly against each 
other, and the other two because they were based on group 
rather than on individual performance. 

Implementing the Initial Plans 

At the beginning of the first contract period, the union-man
agement relationship was ha~ically an adversarial one:, with little 
trust involved. But, over the term of the contract, the relation
ship substantially improved according to both union and man
agement interviewees. Also, both parties viewed the agency's 
managemenl slyle during this two-year period as a mixture of 
participative and autocratic, leaning toward the autocratic side 
in many situations. 

No unusual efforts were made by either the union or man
agement to introduce the incentive plans to the workers or 
supervisors. Management explained the plans to their supervi
sors as part of the normal briefings on a new agreement, and 
answered worker questions about the incentives as they arose. 



The union separately explained the plans to the workers as part 
of their normal discussions of new agreements. Both parties 
believed that their efforts were relatively successful, and that 
the workers and the supervisors had a sufficient understanding 
of the incentives. Likewise, both union and management inter
viewees said that typical workers believed their chances of earn
ing incentive pay was at least 50/50. In other words, the workers 
believed it was not certain that they would earn the incentives, 
but they had a reasonably good chance of doing so. 

Record-keeping procedures for the accident and roadcall in
centives were already pretty much in place; thus little had to 
be added to collect and report the needed information. An 
accident appeals board was established to review disputes over 
accident classification, and decisions of the board regarding 
classification are binding. (Discipline concerning the accident is 
subject to appeal through the normal grievance procedure.) The 
individual performance point competition presented more sub
stantial problems. Forms for collecting the data on each em
ployee had to be designed, the supervisors had to be taught 
what data to collect and how to use the forms, and the super
visors had to correctly collect the data and report it. For this 
particular plan, however, the data were collected at the end of 
the year to which it applied; therefore individuals did not know 
precisely where they stood in the ranking until the performance 
year was over. 

During the term of the first agreement, the group accident 
and roadcall results were communicated to the union on a 
weekly basis, and the union kept the workers informed about 
the progress. Likewise, bulletin boards reporting accident rates 
by garage were posted in each of the bus garages' ready rooms. 
As already noted, however, reports on the competitive perform
ance point plan were not made until after the year ended. 

There were no special committees or other formalized op
portunities for worker or union involvement in the operation of 
the plans, although the union and management did discuss the 
plans as part of their normal communications during the term 
of the agreement. These discussions were of a mixed problem
solving and legalistic nature. Management believed that the 
discussions tended to be more legalistic, whereas the union re
ported that the discussions were oriented toward problem solv
ing. In at least one instance, union-management discussions did 
result in changes. The union believed that roadcalls caused by 
flat tires and farebox malfunctions were beyond the control of 
the maintenance employees, and therefore should not be used 
in calculating vehicle miles per roadcall. Based on the union
management discussions, these types of roadcalls were removed 
from the calculations. It appears that this was an example of 
problem-solving rather than legalistic behavior, since contract 
language is clear in that all roadcalls would be included. 

The union had the right to examine the data and request 
necessary verification, and indeed did initially examine the data 
quite closely. However, the local officials lacked the knowledge 
and resources to thoroughly validate the data, nor did they try 
to do so. This may have occurred partly because the union 
considered the incentive pay as "something extra," above and 
beyond expected wages, so was perhaps less concerned than it 
might have been otherwise. Although questions arose from some 
individual employees about how their own performance point 
incentives had been calculated, these were explained to the work
ers' satisfaction, and no grievances were filed over any of the 
plans throughout the entire two-year period of the contract. 
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Evaluating the Initial Plans 

At the end of the first contract period, both management and 
the union believed that the plans as a whole had been very 
successful, although not perfect. Management believed that they 
had obtained the performance goals sought, and the union was 
pleased that relatively large payments had been earned by the 
workers. The accident and roadcall objectives all were far ex
ceeded, so management obtained their performance objectives 
and the workers obtained their money. 

Both management and union interviewees believed that the 
workers ended up with generally positive attitudes about plans. 
The union reported that 87 percent of the workers were very 
pleased with the outcomes, and the only ones not wholly satisfied 
were those earning the lower rewards in the performance point 
competition. Management also reported that the workers' at
titude about the plans were quite positive, but that a person's 
attitude was directly proportional to how much he or she earned 
in the individual performance point competition. 

Thus, management, the union, and the workers were all re
ported to be very pleased with the two group plans, but there 
was negative fallout over the performance point competition 
plan. Management reported a number of problems. First, some 
of the good workers had unusually bad years, as is bound to 
happen to most good workers on occasion. The completely 
objective point totals provided no discretion for a usually good 
worker who though no fault of his or her own had a bad year. 
Thus, there were a number of good workers who received sub
stantially less money than comparable workers, and this seri
ously hurt morale. Second, because of the quartile cutoffs, 
workers only one point apart in one year's performance received 
a 1 percent wage differential, again making the plan seem unfair. 
Third, as discussed later, management wanted to further estab
lish the team concept, and the individual competition was not 
congruent with an organizational culture emphasizing the team 
approach. Fourth, the performance point incentives emphasized 
the negative. That is, the workers were rewarded for the absence 
of bad behavior instead for the presence of good behavior. Fifth, 
there were problems in getting the supervisors to adequately 
keep the extensive and detailed records on each individual under 
their control. The heavy additional administrative burden placed 
on the supervisors would have been an ongoing problem. 

By the end of the first contract period both management and 
the union reported that worker performance had substantially 
improved as compared to their performance before the incentives 
were initiated. However, both parties emphasized that the in
centives were only one of several causes for the improved per
formance. In addition to the incentives, management said that 
other factors also assisting performance gains were better equip
ment, more efficient supervision, improved management, and 
training efforts. Emerging out of these was a growing pride in 
the system. It was actually a combination of all the factors 
working together that both motivated the workers to try to 
improve their performance and also provided the new equipment 
and administrative support system that turned the added worker 
effort into positive system results. The union concurred that it 
was a set of factors all working together that resulted in the 
improved performance. The pay incentives, combined with bet
ter equipment, better management, a sincere effort on manage
ment's part from the general manager on down to be sure that 
everyone could do the best job possible, and a growing employee 
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self-pride all came together to produce the results. As the union 
interviewee said, the employees wanted to prove to management 
that they could meet and beat the performance goals. Both 
parties made it clear that the pay incentives were a necessary 
part of the package. 

Goals of the Revised Plans 

Although they were basically satisfied with the use of incentive 
pay, management wanted to modify the plans to better meet 
their overall philosophy of labor-management relations. Begin
ning in mid-1983, a new director of labor relations begin to 
implement an active and positive philosophy of labor relations. 
It involved an approach that appears to be less adversarial, more 
c.noperative, less legalistic, and more participative than what 
had gone before. As one example, the number of arbitrations 
declined from about two per month before 1983 to about two 
per year in 1986. In any case, the new philosophy emphasized 
team orientation, positive responses to individual actions, and 
an increased emphasis on pay for performance. To bring the 
incentive pay plans into line with this philosophy, a number of 
changes in the incentive package were proposed by management. 

First, for reasons already discussed, management proposed 
that the individual performance point competition plan be elim
inated. Second, to better emphasize the concept of the whole 
organization working as a team, management proposed that the 
vehicle accident plan be expanded to include all employees, not 
just operators and supporting occupations, and that the roadcall 
plan be expanded to include all employees, not just maintenance 
workers. Third, to more closely tie individual pay to positive 
performance, management proposed pay incentives for good 
attendance and for good safety records. Fourth, to improve 
another key aspect of system performance, the on-time per
centage, management proposed a system-wide incentive based 
on the on-time percentage. 

The union made no proposals for changes in the incentive 
plans. But, coming into negotiations, the union said that they 
wanted the incentives to be eliminated entirely. As discussed 
later, however, union opposition did not appear to be very 
strong, and might have been at least partly a bargaining tactic. 

Designing the Revised Plans 

During the negotiations, the union-management bargaining 
was described as an equal mixture of the cooperative and ad
versarial types according to both union and management inter
viewees. Likewise, at least from the union side, there appeared 
to be a moderate degree of trust in management. It appears that 
on the whole there was some movement toward a more coop
erative and trusting relationship as compared to the 1982 ne
gotiations, but as of 1984 the movement had not been large. 

All of the proposed changes in the plans were made by man
agement, with the union refusing initially to accept any plans 
at all. However, bargaining over the plans was less adversarial 
than it had been in the first negotiations, although still more 
adversarial than cooperative. The union interviewee reported 
ihai ihe union was primarily concerned that the goal ieveis be 
fair, and that the union's initial refusal to accept any plans was 
just part of common bargaining tactics. The plans finally 
adopted were basically those that management had first pro-

posed, although, as with the first contract, the standards to be 
met had been changed as a result of negotiations. 

At the end of the negotiations, management believed that the 
union's attitude toward the new plans was neutral, although the 
union reported that they had a very positive attitude toward 
the plans. Moreover, management and the union each reported 
that they believed it was very likely that the incentives would 
be earned by many workers. The union reported that the ex
perience under the first plans, as well as improved management 
and equipment, made them believe it was more likely that the 
incentives could be earned than during the first contract, even 
though the new goals were substantially higher. There was some 
disparity between the management and the union interviewees 
about how likely the union believed it was that the incentives 
could be earned. But, this may have been caused partly by 
bargaining postures on the part of the union and partly by 
differences within the union team itself. 

As with the first contract, however, the incentives were con
sidered by both sides as money in addition to the regular across
the-board increases. There again were no trade-offs. Both parties 
reported that the regular pay increases generally matched the 
industry average for the year. But, because the average industry 
increase was substantially smaller in 1984 then it had been in 
1982, the incentive pay's proportion of the total wage package 
was greater. 

Characteristics of the Revised Plans 

Houston's 1984-1986 agreement had six incentive plans (87). 
These included three individual and three system-wide plans, 
all involving temporary pay increases: 

• Individual Sick Leave Buy-Back 
• System Accident 
• System Roadcall 
• System On-time Performance 
• Individual Attendance 
• Individual Injury 

One of the original plans remained the same: employees could 
still cash in accrued sick leave of more than eight days for $60 
per day. Also, one of the original plans was dropped: the in
dividual plan wherein employees competed to obtain the lowest 
number of points in order to obtain a higher bonus was removed 
from the contract. Jhe two original group plans, involving ac
cidents and roadcalls, remained in the contract. But, as already 
noted, their payout units were expanded to include all bargaining 
unit employees, their goal levels were substantially raised, and 
their reward amounts were changed as well. Finally, one new 
group and two new individual incentive plans were added. 

The system accident incentive plan, with payouts originally 
going only to operators and certain supporting employees, was 
expanded so that all bargaining unit employees received pay
ment. The standards were increased, and three instead of one 
potential reward levels were established. Thus, if accidents per 
100,000 revenue vehicle miles for the first 6 months of the first 
contract year was no greater than 2.9 then all workers would 
receive a bonus of 0.50 percent of their straight time earnings 
for the period; if the accident rate was no greater than 2.8 then 
they would receive a 0. 75 percent bonus; and if the rate was no 
greater 2. 7 they would receive 1 percent. Similar reward pro-



visions were established for the second, third, and fourth six
month periods of the contract, although the performance levels 
became more rigorous for the later six-month periods. 

The system roadcall plan, with payouts originally going only 
to maintenance workers and certain other supporting employees, 
was expanded so that all bargaining-unit employees received 
payment. As with the accident incentive, a three-level goal struc
ture was established for the system roadcall plan, with a 0.50 
percent bonus paid to all employees if the lowest level was 
reached, or a 0.75 percent bonus paid if the middle level was 
reached, or a 1 percent bonus paid if the highest level was 
reached. Also, like the accident incentive, there were four six
month performance periods, with the standards of performance 
tending to increase over time. 

The third system-wide performance plan was new and in
volved the system's on-time performance percentage. As with 
the previous two, three possible levels of performance were set 
for each of four six-month performance periods, and the same 
rewards for reaching each level applied here also. Thus it would 
be possible for all employees to earn an extra three percent for 
the entire contract period, if the highest standard levels in all 
three plans were met. 

The two remaining plans both involved individual perform
ance, but did not make workers compete against each other, 
Under the individual attendance incentive plan, employees who 
had worked every workday during the first contract year except 
for permitted vacation and no more than three excused absences 
would receive 0.50 percent of their 2080 hour earnings; the same 
reward could be earned again in the second contract year. 

In the individual injury plan, employees who had worked at 
least 1800 hours during the first contract year and who had no 
on-the-job injuries during the period would receive another 0.50 
percent bonus; the same provisions applied for the second con
tract year. 

In sum, not counting sick leave buy-back earnings, employees 
could potentially earn a four percent semi-annual bonus for two 
contract years, if they met all of the highest-level goals. Although 
this percentage was lower than the 7.5 percent for the 1982 
contract, and none of it was permanent, it could be earned over 
the entire contract period, which was not true for the earlier 
agreement. 

Implementing the Revised Plans 

There were no major changes in the methods by which the 
incentives were introduced and administered in the second con
tract period. Both the union and management reported, how
ever, that the workers believed their chances of earning incentive 
pay were better than the workers had believed their chances 
were the first time. Both the union and management believed 
that the workers viewed it as quite likely that they would earn 
incentives. 

Moreover, both parties reported that the union-management 
relationship had moved further toward the cooperative end of 
the scale and hence further away from the adversarial end, and 
the union reported an increased trust in management. The agen
cy's management style was described by both parties as a mixture 
between autocratic and participative, being slightly more par
ticipative than previously. As with the first contract, union
management discussions over the incentives were of a mixed 
problem-solving and legalistic nature, with the union again be-
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lieving that they were more oriented toward problem solving, 
and management believing that they were more legalistic in 
nature. A~ with the first incentive contract, no grievances have 
yet been filed on the current incentive plans. 

Evaluating the Revised Plans 

As of March 1986, Houston has had more than one and a 
half years of experience with their second two-year incentive 
contract. At this point, both management and the union said 
that the incentive pay plans have been very successful and are 
more satisfied with the new plans than the old. All of the 
organization-wide performance goals were met at the highest of 
the three potential levels; thus over the first year and a half of 
the contract the workers have received a three percent annu
alized bonus from the incentive plans. Both attendance and 
injury rates, covered by individual incentive plans, have im
proved substantially. 

Both management and union interviewees believed that the 
workers have very positive attitudes about the plans. In general, 
there seemed to be agreement that the undesirable aspects of 
the earlier plans had been removed, and the workers, the union, 
and the management all seemed more pleased with the second
generation plans. 

By this point in the second contract period, both management 
and the union reported that worker performance had substan
tially improved as compared to their performance during the 
first contract period. As before, both parties emphasized that 
the incentives were only one of several causes for the improved 
performance. In addition to the incentives, the other factors 
continuing to assist performance gains were better equipment, 
more efficient supervision, improved management, training ef
forts, and a continually increasing pride by the workers in the 
system and in themselves. Moreover, the incentive plans and 
the rest of the package have resulted in a substantial increase 
in the workers' commitment to the organization, and in the 
congruence between workers' goals and the organization's goals. 

In the next contract, management would like to continue the 
incentive plans and expand into some new areas to make per
formance pay a greater percentage of total wages. Despite their 
positive comments about the incentives, however, the union says 
that they would like to see them eliminated in the next contract. 
Although the reasons for the union's position were not com
pletely clear, it appears that this reluctance probably grows out 
of the TWU's traditional dislike of uncertainty about future 
earnings, and may partly be posturing for the upcoming ne
gotiations. In any case, the union seems to be willing to accept 
incentives in the next contract, even though they say they would 
prefer the incentives not to be included. 

CASE STUDY OF FLINT" 

The Mass Transportation Authority of Flint, Michigan serves 
its city and surrounding areas with approximately 60 buses and 

3 Much of the information on the Flint incentive plans was provided 
by Robert J. Foy, General Manager, Mass Transportation Authority 
of Flint, and by Trula Parent, Chief Steward, Teamsters State, County 
and Municipal Workers Union Local 214, on March 3, 1986. Any errors, 
shortcomings, or misinterpretations in this presentation are the respon
sibility of the author. 
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5 demand-responsive vehicles. It employs 141 people, including 
87 operators and 27 nonsupervisory maintenance personnel (81). 

Before 1980, the employees were represented by a Transport 
Workers Union local. In late 1979, however, after a great deal 
of internal conflict and confusion, a representation election was 
held between the TWU and an independent employees union. 
The election was won by the independent union, the Mass 
Transit Employees Union. The new union immediately retained 
the Teamsters State, County and Municipal Workers Local 214 
as an advisor, and soon thereafter voted to merge into that 
Teamsters local. After the affiliation occurred, the union officials 
at the agency consisted of a chief steward and three additional 
stewards. Also, a Teamsters business agent services the agency. 
Bargaining unit employees include all operators and mainte
nance personnel. 

Public employees have the right to bargain collectively in 
Michigan under a law somewhat comparable to the National 
Labor Relations Act, except that strikes are unlawful (88). Be
cause of the local auto manufacturing plants, the area strongly 
favors unions. 

Incentive plans were first introduced in the Flint's 1980-1983 
contract. Revised plans were included in the 1984-1986 agree
ment. 

Goals of the Initial Plans 

From the mid-1960s, and perhaps before, employee-manage
ment relations at the Flint transit agency had been of an ex
tremely adversarial nature, alternating between armed truce and 
open conflict. One problem, but certainly not the only one, was 
very low wages and almost nonexistent benefits. Transit wages 
were reported to be at least one third lower than those in 
comparable public-sector jobs in the local labor market. Thus, 
the system's wages probably were much more than one-third 
lower than those at comparable transit agencies. 

Although the problems began under private ownership, they 
continued when the agency was bought by the city in 1968. 
Thus, the workers struck in late 1970 and completely shut the 
system down for almost a year. In late 1971, the Mass Trans
portation Authority was established to own and operate the 
system. Most of the old employees came back, but the wages 
were still about one-third below the market rate. Moreover, the 
system did not have competent management, partly because of 
low management wages, and the general manager was a political 
appointee. Also, the system had an extremely large number of 
work rules, and very harsh discipline was administered to those 
caught breaking them. Not surprisingly, labor-management re
lations remained bitter. This bitterness came out in frequent 
worker and union statements to the news media, and in treat
ment of the passengers. There were strikes at every contract 
reopening, often marked with physical violence against authority 
property. 

In late 1975 a new assistant general manager was hired. After 
experiencing a typically bitter strike in mid-1976, and observing 
that the workers had "low wages, no fringes and bad supervi
sion," he decided to try a new approach when negotiating the 
next contact. When the July 1979 contract expiration date ap

proached, however, the union itself was in turmoil, and could 
not even agree on a bargaining team. At this point a confusing 
recognition campaign was under way between workers sup-

porting the TWU and workers supporting an independent union, 
with two different Teamsters locals allegedly being involved. 
Eventually an election was held under Michigan's public em
ployee bargaining law, and the independent union won. As 
already noted, the independent union quickly formed ties with 
one of the Teamsters locals, which was based in Detroit. 

Eventually negotiations began, with the top Teamster nego
tiator in the state serving as chief negotiator for the union. A 
new agreement was signed in April 1980, running through De
cember 1983. This contract incorporated the new approach to 
labor relations, including incentive pay plans. 

Management wanted to accomplish a number of things with 
this contract. First, they wanted to sharply increase productivity; 
at that time, primarily because of high absenteeism, management 
reported that it was taking 1.4 workers to do the job of 1 person. 
Second, management wanted to change the union-management 
and employee-management relationships from ones that were 
extremely adversarial and characterized by no trust, completely 
autocratic supervision, and a very detailed and very punitive 
discipline procedure, to cooperative relationships characterized 
by much trust, participative management, and positive rather 
than negative incentives. Third, management wanted to develop 
a work force that was highly professional, motivated to do a 
high quality job, and committed to the organization. 

The incentives were proposed by management "to act as the 
cornerstone for massive changes in the management/union re
lationship" that management hoped to achieve. It should be 
noted, however, that although incentives were considered es
sential to achieve the changes that management desired, they 
were only one of several mechanisms that were adopted as a 
package in order to bring about the changes. 

Designing the Initial Plans 

At the time negotiations commenced, the level of trust was 
surprisingly high, especially between the two chief negotiators. 
Indeed, both the union and management said that trust was 
high during the negotiations. There were two possible reasons 
for this. First, the two chief negotiators spent a great deal of 
time before negotiations in developing a personal relationship 
built on mutual respect and trust. This was a case where the 
chief negotiators both were highly skilled and experienced 
professionals, both were convinced that major changes in the 
union-management relationship had to be made, and both were 
flexible enough to be willing to try nontraditional methods of 
accomplishing necessary results. Second, management's chief 
negotiator, who was the assistant general manager who had 
come on board in late 1975, had over the intervening years 
earned the trust of many of the negotiating team members 
(according to the union interviewee). This is not to say that the 
union team necessarily agreed with the management negotiator, 
but they did believe he would keep his word. In general, the 
type of bargaining that occurred over most issues was viewed 
by both sides as a roughly equal mixture of cooperative and 
adversarial. 

ThP nnion'"' initi,il rP'1.pon'1.P to thP inPll of in~PntivP P"Y Wll'1. 

very negative. Indeed, initial bargaining over the incentives was 
completely adversarial, but over the course of the negotiations 
it moved toward a mixture between adversarial and cooperative. 



The union eventually agreed to accept incentive plans for a 
number of reasons. First, the chief union negotiator was expe
rienced, flexible, and independent enough to be willing to risk 
a unique approach. Second, management convinced the union 
that the only way that wages could ever reach market rates was 
if the agency could make up the money through productivity 
increases. Third, the union was promised that while the increases 
in productivity would result in fewer employees, all decreases 
would be made through attrition. Fourth, the incentive plans 
were accompanied by a number of other changes, some of which 
were badly wanted by the union. In particular, the union had 
as a top priority a compete overhaul of the discipline system. 
Management agreed to replace the old system with a new one 
that was based on positive rather than negative motivators, and 
that treated the workers as mature and competent human beings. 
Fifth, the union was assured a strong voice in developing and 
administering the incentives and other plans. It was clear that 
the union was being treated as a partner and that management 
was not trying to weaken the union. Sixth, the union was rea
sonably sure that management really did want to make things 
better for the workers, and was not just using incentives as a 
method of holding down wages and benefits. 

At the end of the negotiations, the union's attitude toward 
the plans actually adopted was much more positive than their 
initial attitude toward the concept of incentive pay in general. 
Thus management reported that they believed that the union's 
attitude had moved from very negative to neutral, while the 
union interviewee indicated that the union's attitude had moved 
from very negative to slightly positive. Both the management 
and the union said they were unable to forecast whether or not 
incentives would indeed be earned by many workers; that is, on 
a scale ranging from "very likely that many workers would earn 
incentives" to "very unlikely that many workers would earn 
incentives," both parties were right in the middle at "neutral." 
The plans adopted were basically those that management had 
first proposed, although there had been minor modifications as 
a result of union input. 

Characteristics of the Initial Plans 

Flint's 1980-1983 contract contained three incentive plans 
(89). All were based on individual performance, all were tem
porary, and the last two were paid in lump sum immediately 
following the performance period in which they were earned. 
They were: 

• Individual Maintenance Proficiency 
• Individual Accident 
• Individual Attendance 

Under the maintenance proficiency plan, a large number of 
proficiency categories were established for different kinds of 
maintenance work. An employee who was capable of and ac
tually doing a certain type of work on a regular basis would 
receive a certain number of cents per hour for his or her pro
ficiency /performance. Thus a General Maintenance Technician 
who qualified in all proficiency categories for that job would 
earn a proficiency incentive of 45 cents per hour. Likewise, a 
Building, Grounds, and Equipment Maintenance Specialist 
could earn up to 75 cents; a Body Repair and Painting Specialist 
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could earn up to 79 cents; and a Mechanic could earn up to 
$1.34. Because no one could work in all the categories on a 
regular basis, however, it was not expected that anyone would 
actually earn the maximum. One of the reasons that this par
ticular plan was established was that some of the most senior 
and highest paid mechanics were doing the easier jobs, leaving 
the more difficult tasks for the junior and lower-paid workers. 
Thus this plan was an attempt to pay for skill combined with 
performance, without forcing anyone to do the harder jobs 
against their will. 

The attendance plan applied to all bargaining-unit employees. 
In the contract's first two years, an individual would receive 10 
cents per hour for each month worked with no unexcused ab
sences, an additional 5 cents per hour for each quarter worked 
with no unexcused absences, and an additional 10 cents per 
hour for a full year worked with no unexcused absences. In the 
contract's final year, these amounts became 10 cents, 10 cents, 
and 15 cents per hour, respectively. Thus, if an employee worked 
for an entire year with no unexcused absences, he or she could 
receive 25 cents for every hour worked in the first two years of 
the contract, and 35 cents per hour actually worked in the 
agreement's last year. 

The safety plan also applied to all bargaining-unit employees, 
and included both vehicle and personal accidents. Under the 
plan, an individual would receive 5 cents per hour actually 
worked for each month with no chargeable accidents, given at 
least 120 hours had been worked in the month. An individual 
would receive an additional 5 cents per hour for each quarter 
with no chargeable accidents, given that at least 360 hours had 
been worked in the quarter. A third payment of 5 cents per 
hour would be made if all 12 monthly awards were received. 
Also, if the employee had no accidents at all during a quarter 
in which at least 360 hours had been worked, then a fourth 5 
cents per hour worked would be paid, and if an employee had 
no accidents at all for a year in which the 12 monthly awards 
noted above had been received, then a fifth 5 cents per hour 
would be paid for hours actually worked. Thus, if an employee 
worked full time for an entire year with no chargeable accidents, 
he or she could receive 15 cents for each hour worked, and 
could receive 25 cents per hour if there had been no accidents 
at all. 

In summary, in the contract's first year, it was possible for 
all unionized Flint employees to temporarily increase their 
hourly rate by 50 cents per hour, or about 7 percent of the $7 .21 
top hourly operator base rate. By the contract's last year, they 
could increase their hourly rate by 60 cents, or about 8 percent 
of the $7. 81 top hourly operator base rate. With the maintenance 
proficiency incentives, maintenance personnel could do even 
better. In the contract's last year, a mechanic could earn up to 
$1.94 per hour for accident, attendance, and proficiency bonuses, 
or about 25 percent of the $7.85 top hourly mechanic rate. 

Implementing the Initial Plans 

At the beginning of the first contract period, the union-man
agement relationship was described by both union and man
agement interviewees as a very adversarial one, involving little 
trust. Although the union team had developed a somewhat better 
relationship with the assistant general manager during negoti
ations, he was the only one present on the management side of 
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the table, and their relationship with him differed from their 
relationship with management in general. The union interviewee 
said the reasons for the poor union-management relationship 
during this period were the local union president, the agency's 
general manager, and the agency's supervisory staff. Likewise, 
at the beginning of the period, both parties described the agen
cy's management style as very autocratic. Over the life of the 
contract, however, things improved according to both parties. 
Management style moved to a mixture of autocratic and par
ticipative, partly because managers who could not adapt to the 
new methods were fired. Not surprisingly, the union-manage
ment relationship moved from very adversarial to a mixture of 
adversarial and cooperative, and also the trust level substantially 
increased. Also, when the union formally affiliated with the 
Teamsters, the office of union president was replaced with the 
office of chief steward, and the person who had been president 
was not the chief steward. Thus, leadership changes by both 
parties helped to improve the situation. Part of the reasons for 
the changes were undoubtedly the substantial efforts made to 
introduce the new labor-relations philosophy, as discussed next. 

A detailed plan was developed to sell the incentive concept 
to the workers in Flint, tied into the selling of the other mech
anisms for changing the human resource system, such as labor
management cooperation and positive discipline. The efforts 
were jointly conducted by union and management, and involved, 
among otht:r things, long training sessions for union and man
agement employees, with the time spent being paid for by the 
agency. Both parties believed that the efforts were very effective. 
The management interviewee reported that the average worker 
thought it was likely that he or1 she would earn incentives; the 
union interviewee indicated that the average worker believed it 
was very likely that the inceritives would be earned. In other 
words, most workers thought they would earn incentives. In
deed, as it turned out, many workers who actually did not earn 
much in the first year were surprised, even though their at
tendance and accident records were poor. 

Detailed procedures were jointly established by management 
and the union to administer the plans. In fact, it took longer 
to implement the incentive plans than the parties had anticipated 
because of the time it took to translate the original concepts 
into operating procedures. An ongoing training program was 
established, which related primarily to the labor-management 
cooperation and quality-of-work-life plans, but which also in
cluded some discussion of incentives. The union was deeply 
involved in meetings and committees concerning the imple
mentation of the plans, and workers were frequently in com
munication with both the union and management concerning 
progress. Moreover, the union had the contractual right to see 
all records, but believed that they would never have been refused 
access even without the contract provision. The agency had 
earlier installed a sophisticated com1-mt1:1izt:u management in
formation system, which somewhat eased the problems of stor
ing and retrieving the substantial information required on each 
individual employee; the information collection, storage, and 
retrieval was handled by management. 

Also, an Accident Review Committee was established by con
tract to arbitrate any grievances over the classifications that 
supervisors had given to accidents. This committee was made 
up of three outside, neutral members who were safety experts. 
Their decisions were final, but only concerning incentive pay 
issues. Other grievances involving an accident were still subject 

to the normal grievance procedure. Along the same line, ab
sences caused by illness were excusable only with a signed state
ment from a designated HMO facility. Thus, for the judgmental 
elements of both incentives, contractual procedures were estab
lished to ensure the absolute neutrality of decisions. 

When asked if union-management discussions about the plans 
were more problem solving in nature, more legalistic in terms 
of rights and duties, or a mixture, both the union and manage
ment agreed that they were problem-solving discussions. It is 
instructive to note that, in relation to the accident classification, 
supervisors were told that management was not trying to take 
the incentives away from the workers, but wanted to help them 
obtain the goals when possible. To ensure that this was occur
ring, management told the supervisors that they did not want 
cases going before the Accident Review Committee that were 
likely to be lost. As a result, the Committee overturns only 
about one out of ten supervisory classifications. This serves to 
illustrate further the supportive rather than adversarial nature 
of the parties' relationship over incentives. 

One factor that both the union and management believed 
made the employees more responsive to the incentives than 
perhaps they otherwise would have been were the terrible eco
nomic conditions in Flint at the time. Flint is heavily dependent 
on the auto industry for employment. Because oflow U.S. auto 
sales in the early 1980s, unemployment in Flint was about 20 
percent. Thus many transit employees were happy to be working 
at lower-paying jobs instead of not working at higher-paying 
jobs. 

There was, however, much unhappiness from workers who 
did not earn much incentive pay. As a result, many grievances 
were filed. However, according to the union representatives, 
none were justified. Part of the problem was that there was a 
core of workers who were not willing to change their attendance 
and safety behavior, but believed that they should be paid the 
incentives even if they had not met the specific requirements 
because they considered themselves good employees. Also, there 
undoubtedly were some workers who were truly confused about 
the new system, despite the extensive training. Indeed, often 
when disputes occurred and the union and management rep
resentatives got together, the Teamsters business agent, who had 
been the chief negotiator for the union, agreed with manage
ment's interpretation of the contract language. It appeared that 
in a number of cases the two top negotiators had been very clear 
on what was being agreed to, but some other members of the 
union team had not really understood the agreement and its 
consequences. As a result of the internal union conflict, the 
business agent was fired by the local and another appointed. 

Evaluating the Initial Plans 

By the middle of the first contract period, management be
lieved that the plans were proceeding successfully, but the union 
did not. There had been very large improvements in accident 
and absence rates. The benefits far outweighed the costs, ac
cording to detailed management calculations. Of course, this 
also meant that some of the workers were getting rather large 
bonuses. However, as already noted, there '.Vas a lot of turmoil 
within the union over the plans. This turmoil was partly the 
outgrowth of workers who were unwilling to change their be
havior, but believed they deserved the money anyway. It was 



caused partly by the workers who wanted to continue the old 
confrontational relationship with management. It was caused 
partly by the discomfort that surrounds any major change. But 
it was also partly the result of genuine problems in the plans. 
Both management and union interviewees said that if the con
tract had been for two rather than four years, the union would 
have demanded that the incentives be abolished, and manage
ment would have been forced to grant this demand. (It is in
teresting to note that the two chief negotiators had foreseen the 
possibility of such problems developing in the plans' initial years. 
They had signed a long contract deliberately so that the drastic 
changes being made would have time to succeed before they 
came up for renewal.) 

By the end of the first contract period, management's benefit/ 
cost and other success measures still showed the plans to be 
highly successful from their standpoint. The union's overall 
attitude toward the plans had substantially improved, and the 
union attitude was rated as very positive by both the manage
ment and union interviewees. Worker attitudes, however, were 
mixed, ranging from very positive to very negative, but averaging 
out to neutral. At this point, the dissatisfaction was the result 
of about 20 members who were still unwilling to change their 
behavior and were angry because they were getting less money 
than others, and also because of some genuine problems with 
the safety plan. Although the only real problems reported were 
with certain correctable aspects of the safety plan, the union 
membership was upset enough to want to discard the whole 
incentive concept. Although the union leadership was reported 
to be very positive about the plans in general, the membership 
static and minor problems with the safety incentive resulted in 
a union demand that the plans be removed. 

The union's concerns were these. First, almost half of the 
safety incentive was paid only if there had been no accidents at 
all. If an operator's bus was hit while it was stopped at a traffic 
light, for example, then there would be a very sharp reduction 
in his or her safety incentive pay. The union believed that this 
was very unfair. Second, a month's safety incentive could be 
earned only if at least 120 hours, or about three weeks, had 
been worked; a quarter's safety incentive could be earned only 
if at least 360 hours, or about 9 of the 13 weeks, had been 
worked; and a year's safety incentive could be earned only if 
all 12 monthly awards had been given. Thus, for high-seniority 
employees, a normal vacation or an extended illness could make 
them ineligible for a monthly, a quarterly, and therefore the 
yearly safety award, even if they had no accidents at all when 
working. 

By the end of the first contract period, however, both man
agement and the union reported that worker performance was 
much better as compared to their performance before the in
centives were initiated. However, both parties emphasized that 
the incentives were only one of several causes for the improved 
performance. In addition to the incentives, both parties said that 
the increasing employee involvement growing out of a more 
participative management style, quality circles, and labor-man
agement cooperation committees all helped to motivate workers 
to perform better. Another factor mentioned by both parties 
was the replacement of the old negatively oriented discipline 
system with a positively oriented system, of which incentive 
payments were one element. In short, although incentive pay 
was the cornerstone of the new system of labor-management 
relations, the other mechanisms were also critical for success. 
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Management stressed two more factors, which they said were 
absolutely essential to the success to date. First was that the 
union and employees trusted management to keep their word. 
Second, and just as important, there was a strong commitment 
by top management to stay with the plans until they succeeded. 
As already noted, there was a substantial amount of discord 
over the plans, and top management's resolve to keep working 
on the plans until they were acceptable was essential. 

Goals of the Revised Plans 

Management was basically satisfied with the incentive plans 
that were included in the first contract, but wished to modify 
them to overcome the concerns raised by the union, and also 
wished to increase the size of the incentive payments. Although 
the safety and attendance plans were primarily geared to de
creasing the cost of service, management wanted to introduce 
additional plans aimed at increasing the quality of service. 

To encourage workers to improve the quality of their per
formance, two new plans were proposed. First, because man
agement believed that "the development of work habits 
consistent with established work rules and procedures is im
portant for the attainment of organizational and individual 
goals," an incentive plan was proposed under which employees 
would be rewarded for performance periods in which they had 
not been disciplined. Second, because it was believed that "only 
through a professional image created by the way employees act 
and look will public support of transit be sufficient to allow 
organizational and personal goals to be met," an incentive plan 
was proposed under which employees would be rewarded for 
earning a certain number of professionalism points. 

Although the union initially said that they wanted to eliminate 
incentive plans altogether, it became clear that they where par
ticularly concerned with certain aspects of the safety incentive, 
as already discussed. It would probably be fair to say that the 
union was responsible for proposing changes that would make 
the entire safety incentive based only on chargeable accidents, 
and that would make it possible to earn the yearly and quarterly 
safety incentives despite regular vacations or extended illnesses. 

Designing the Revised Plans 

During the negotiations, the overall union-management re
lationship was described as an equal mixture of the cooperative 
and adversarial types, according to both union and management 
interviewees. Likewise, both parties reported substantial trust 
in each other. Thus there was some movement toward a co
operative and trusting relationship, but because the bargaining 
relationship had already been fairly good, there was less room 
for improvement. 

Because of the problems that the union had expressed, their 
initial demand was that all incentive plans be removed from the 
agreement. However, once the union concerns over the safety 
incentive had been dealt with, union opposition to the incentive 
concept was greatly reduced. 

Although the proposals for the new plans were made by 
management, the union did make proposals concerning the mod
ification of the old plans. However, bargaining over the plans 
was viewed by both parties as an equal mixture of cooperative 
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and adversarial, which was a substantial shift from the very 
adversarial bargaining that occurred over the plans during the 
first negotiations. Although the plans finally adopted were ba
sically those that management had proposed, the union had 
substantial input into adjusting those plans to meet their needs. 

At the end of the negotiations, both union and management 
interviewees reported the union's attitude toward the new plans 
was very positive. Also, both parties believed that it was very 
likely that incentives would be earned by many workers. 

As with the first contract, moreover, the incentives were 
viewed by both parties as a further effort to bring the system's 
wages up to the prevailing local wage for comparable work. 
Thus again the incentives were not something in addition to a 
regular wage increase, but a necessary means of obtaining a fair 
wage. Indeed, when the union had initially proposed that all 
incentive plons be dropped, management agreed to do so. nut, 
management cautioned the union that the incentive money could 
not be rolled into the base rate, because the system could afford 
to pay it only if performance was guaranteed. Therefore, without 
the incentive plans, the top potential wages would substantially 
decrease. Thus, the union was convinced to accept the incentives 
partly because it was the only way to get the desired wage levels, 
and partly because their concerns over the first plans had been 
resolved. 

Characteristics of the Revised Plans 

Thus, Flint t:xpamlt:u U1t: numbt:r of incentive plans in their 
second contract from three to five (90). The five, all based on 
individual incentives and all involving temporary increases, 
were: 

1. Individual Maintenance Proficiency 
2. Individual Accident 
3. Individual Attendance 
4. Individual Discipline 
5. Individual Professional Performance 

The maintenance proficiency pay plan was changed by in
creasing the maximum hourly rewards in the four maintenance 
job classes from $0.45, $0.75, $0.79, and $1.34 to $0.50, $0.90, 
$0.95, and $1.50, respectively. The absence and accident plans' 
performance periods of a month, a quarter, and a year remained 
the same, but the potential earnings for each period increased. 
Thus the total potential yearly bonus for no unexcused absences 
increased from 35 to 45 cents per hour. For no chargeable 
accidents the total bonus increased from 15 cents to 30 cents, 
but for no accidents at all it decreased from 10 cents to about 
5 cents. (In terms of actual contract language, only chargeable 
accidents were covered by the monthly/quarterly/yearly per
formance periods in the second agreement. If an employee 
worked a full year with no accidents at all, he or she would 
receive a $100 bonus, which amounts to about 5 cents per hour.) 
Therefore, the total hourly accident incentive increased from 30 
cents to about 35 cents, but with almost all the weight given to 
the chargeable accident record. All of the figures are for the 
last year of the contract; as with the first contract, some of the 
bonuses increased during the term of the agreement. 

Also changed was the requirement that all 12 monthly safety 
awards be earned in order to earn the annual award; it was 

replaced by the requirement that all four quarterly awards be 
earned. This change was combined with the understanding that 
anyone short of the required quarterly hours could work over
time to obtain them. Together, they removed the problem in 
which those on vacation or extended sick leave could sometimes 
not earn the annual and quarterly safety awards. 

Finally, two new plans were established. One involved dis
cipline. If a month was worked with no discipline notices, then 
the employee would receive 5 cents per hour, a quarter with no 
notices would bring another 10 cents per hour, and an entire 
year with no notices would bring an additional 15 cents per 
hour, for a total potential payment of 30 cents per hour actually 
worked. (These bonuses applied to the contract's last year; ear
lier amounts were slightly less.) 

The other new plan was the employee professional incentive 
program. H works as follows (90, pp. 73-74): 

Each employee will be provided at the beginning of each calendar 
quarter 25 incentive points. Each month where the employee 
maintain[s] the cumulative point total of 25 points during the 
first quarter, 50 points during the second quarter, 75 points 
during the third quarter and 100 points during the fourth quarter, 
a financial incentive will be given for each hour worked. Where 
the total points are equal to or greater than I 00 on the 30th day 
of September [that is, after one full year], an additional annual 
incentive per hour wm be granted. 

It is the intention of this program to encourage positive per
formance on the part of the employee, therefore, additional in
centive points will be earned for positive actions. 
Correspondingly, incentive points may be lost for actions that 
demonstrate a negative attitude on the part of the employee. An 
example of positive actions are the employee contributions to 
the Quality of Work Life program in the form of suggestions 
that result in the implementation of the improvements in the 
work environment, being selected operator or maintenance per
son of the month, or receiving letters of commendation. Incentive 
points may be lost when the employee demonstrates a lack of 
concern for the public, other employees, or job performance as 
indicated by such actions as the rec:l.lipt of negative evaluations, 
negative customer reports, or non-compliance with an employee 
dress code. 

An employee receives 5 cents per hour actually worked in a 
given quarter when he or she has maintained at least the required 
minimum number of points for that quarter. Also, another 10 
cents for each hour actually worked is received when an em
ployee has 100 points at the end of the year. 

One initially surprising thing about the plan is its extreme 
subjectivity in determining what constitutes professional or non
professional behavior. However, the situation is handled as in
dicated in the following contract language (90, p. 74): 

A committee of six (6) members, three Management employees 
and three UQfon members will he esr.ahlishr.rl to incwify specific 
categories where positive and negative point~ will be applied. 
Unfon membership will be made up of the chief steward along 
with each of the stewards representing the drivers and tbe main
tenance employees .... 

A second committee will be established to review monthly the 
professionalism credits or debits. This committee will also be 
comprised of six (6) members, three from Management and three 
from the Union .... The awarding of a credit or debit for profes
sionalism is the responsibility of the respective supervisor. How
ever, this committee may review the actions of the superintendent 
upon the request of either the Union or Management. his com
mittee will vote by secret ballot. It will take four ( 4) votes to 
alter the originol credi.t or debit as assigned by the supervisor .... 



This process is notable for several reasons. First, only the 
general concepts were agreed to under the pressures of nego
tiating the contract. The specific behaviors resulting in positive 
or negative points were to be worked out later. Thus these 
decisions were removed from normal negotiations to a period 
more conducive to taking all the time needed to reach decisions, 
and more conducive to integrative rather than distributive bar
gaining. Second, the employees are protected by an appeal pro
cess to a committee of equal numbers of management and union 
members. Third, management makes the initial decisions, as 
they should, and can only be overturned if a majority of the 
committee believe that the decision was wrong, thus protecting 
management's right to manage. Fourth, by making the decision 
by secret ballot, the committee members themselves are insu
lated from pressures from their own side or the other side. 
Although flaws in the procedure may surface as the parties use 
it, it represents a great deal of thought on how to make it 
workable, fair, and effective. 

In total, by the end of the second contract, all unionized Flint 
employees could earn a maximum of$1.25 per hour in incentive 
pay, up from $0.60 per hour at the end of the first contract. 
Maintenance personnel could earn substantially more, with the 
top mechanic incentive being $2.10 ($0.60 + $1.50). Thus op
erators could increase their top base hourly rate of $9.15 by 14 
percent if all incentives were earned, and mechanics could in
crease their top base hourly rate of $9.15 by 23 percent, with 
other maintenance maximum incentives being between 14 and 
23 percent. 

Implementing the Revised Plans 

In addition to continuing the many methods by which the 
incentives were introduced and administered in the first con
tract, an number of new mechanisms were added. There were 
two new committees dealing with the professionalism incentive, 
as already discussed. Also established, per a memorandum of 
understanding in the contract, was a comprehensive program 
for training, testing, and rewarding maintenance personnel. This 
program seems to be partly an administrative mechanism for 
putting the maintenance incentive pay plan into operation. Al
though run by management, the program is subject to joint 
review on an ongoing basis though union-management meetings. 

Finally, the actual role of the quality-of-work-life program 
was expanded. The parties developed the concept of gain shar
ing, whereby any gains coming out of the QWL effort would 
be returned to the workers, either through improved amenities, 
or with increases in the incentive rates to be negotiated in the 
next contract. 

As during the introduction to the first contract, both the 
union and management said that the average workers believed 
it was very likely that they would earn incentives. Moreover, 
both parties had reported at the beginning of the first contract 
that the union-management relationship was adversarial and 
involved little trust. By the second contract, however, both 
parties reported that the relationship was substantially more 
cooperative than adversarial, and reflected much trust. More
over, both parties reported that the agency's management style 
had moved from very autocratic at the beginning of the first 
contract to very participative by the second. As before, both 
parties reported that union-management discussions over the 
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plans were of the problem-solving rather than of the legalistic 
type. However, although many grievances had been filed over 
the plans during the first contract period, none have yet been 
filed during the first two and a half years of the second. 

Also present during the second contract period were changing 
worker and union-leadership attitudes toward incentive pay
ments. They increasingly came to accept them as a legitimate 
method of compensation. Furthermore, they more fully realized 
that improved individual performance leads to improved system 
performance, which in turn increases the money and job security 
that the system can give to the employees. In particular, it 
seemed that the employees had a much better understanding of 
the importance of the system succeeding if the workers were to 
have job security and pay increases. Indeed, as the end of the 
second contract period nears, the union is supportive of retaining 
all of the incentives in the contract, with no real changes. 

Evaluating the Revised Plans 

As of March 1986, Flint has had more than two and a half 
years of experience with their second three-year incentive con
tract. At this point, both management and the union said that 
the incentive plans had been very successful. They are much 
more satisfied with the plans in the second contract than they 
were with the plans in the first. There has been continued 
progress in individual and system performance in the areas 
affected by the incentives. As another measure of success in 
terms of quality, in 1979 the system received numerous com
plaints from riders and subsidizers about poor service. In 1986, 
subsidizers never complained and riders seldom did. Finally, 
operating cost per vehicle mile has actually been decreasing and 
is expected to be about $2.00 per vehicle mile in the current 
fiscal year, which is substantially lower than comparable sys
tems. 

Both management and the union rate worker performance 
much better than their performance during the first contract 
period. Very significantly, however, management noted that 
performance increased most rapidly in the first three or four of 
the six years to date. Although further increases have continued 
to occur, they have not been as large as at first. This is only to 
be expected, of course, because there is less room for improve
ment after high levels have already been reached. Therefore, 
although the total benefits continue to grow, they are likely to 
grow at a slower rate as time goes by. 

Both management and the union interviewees believed that 
the workers had positive attitudes about the plans, although the 
union believed worker attitudes were even more positive than 
did management. Some incentive pay is earned by 100 percent 
of the workers; although initially only one or two people earned 
the maximum, now 13 or 14 people, or about 12 percent, rou
tinely do so. In general, there seems to be agreement that the 
undesirable aspects of the earlier plans had been removed, and 
the workers, union, and management all seem to be more pleased 
with the second-generation plans and procedures for imple
menting them. The only dissatisfied workers are a core of work
ers who have been unable or unwilling to change their behavior, 
and those workers who still believe in the confrontational model 
of labor-management relations. These employees include be
tween 8 and 20 people out of the 120 people in the bargaining 
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unit. They tend to come from the middle seniority employee 
cohort, with the oldest employees and the newest employees 
(who are the part-time drivers) being much better satisfied. 

One final problem, pointed out by the union interviewee, is 
that for some workers the incentives become the only reason 
for maintaining good behavior. When some of the employees 
lose their chance to earn quarterly and yearly incentives, through 
one accident or one unexcused absence for example, they believe 
there is nothing more to lose with more bad behavior. The 
relatively modest punishments for bad behavior are not sufficient 
to prevent it, nor apparently is their desire to do a good job for 
its own sake. This problem may be related partly to the partic
ular type of workers involved, and partly to the removal of 
strong negative sanctions. However, it may also reflect an at
titude that sometimes develops when specific behaviors are re
warded: the behavior becomes only a response to the reward, 
and when the reward is removed, so is the motivation for the 
behavior. This should not be a problem at Flint for most workers 
because of the overall change in motivation techniques, but it 
may be a problem with a few employees. Although all of the 
factors responsible for the improved performance in the first 
contract were still important, management noted that the pri
mary cause of the further improvements in worker performance 
were the expanded number of incentives. The union added to 
this that the additional money provided in all of the incentive 
plans was enough in total to make more workers more motivated 
to improve their performance. However, as the management 
interviewee again pointed out at the end of the interview, it is 
essential to understand 

the relationship between quality of work life, discipline, positive 
and negative motivators, organizational communication, and mu
tual trust as ingredients in [the success of] this program. 

Beginning in the first contract and continuing thereafter, the 
money had an indirect motivating effect as well. The yearly and 
last quarter incentive checks are presented at an annual awards 
banquet. Although initial attendance was small, attendance now 
amounts to about 90 percent of the workers. When spouses at 
the earlier banquets saw the vast differences in the size of the 
incentive checks, they began asking their mates why the differ
ences occurred. On finding out that it depended on such things 
as attendance, they were said to have put pressure on their 
spouses to improve their performance! 

In addition to improving worker performance, both the union 
and management reported that the incentives themselves had 
increased the employee commitment to the organization, and 
brought worker job goals more in line with the organization's 
goals. This is less likely to occur in individual than in group 
incentive plans, but it probably occurred in Flint for several 
reasons. First, performance indicators were chosen such that if 
individuals do better, it also results in improved results for the 
organization. Second, as noted earlier, the workers have begun 
to realize that their personal success was directly related to the 
organizational success. That is, if they could help the organi
zation to do better, it eventually would be directly reflected in 
their pay level and their job security. It would seem, however, 
that this increase in commitment occurred because of joint ef
fects of the incentives, extensive communication, labor-man
agement cooperation, training, and quality circles. 

In the next contract, both parties are strongly in favor of 
keeping incentive plans. Indeed, management would like to ex
pand the percentage of wages accounted for by incentives, and 
would like to consider adding more behaviors to be rewarded 
by incentives. 
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CHAPTER FIVE 

INCENTIVE PAY: GENERAL THEORY AND TRANSIT 
EXPERIENCE 

Much general theory and many transit industry practices are 
covered in this synthesis. Key concepts from the general theory 
of incentives are presented at the beginning of each major section 
in Chapters 1 and 2. Key findings concerning transit practices 
are presented at the beginning of Chapters 3 and 4. Rather than 
repeating those summaries, this chapter amplifies some of the 
more important concepts from general theory with examples 
from transit industry experience. 

If incentive pay plans are to succeed, management must be 
committed to them, and must be willing to devote substantial 
effort to their design and implementation. 

One common factor in all transit cases where incentives have 
succeeded was an active management. In no known case has a 
union proposed an incentive plan. Indeed, even in those cases 
where the incentives eventually benefited all parties, the union 
had to be convinced by word and deed that the incentives were 
beneficial over the long run for the workers. Thus, if a transit 
system's management is not committed to the concept of in
centive pay plans, and is not actively involved in their devel
opment, then they are unlikely to succeed. 

For an incentive pay plan to affect behavior in the desired ways, 
the workers must perceive that there is a relationship between 
the behavior and the reward, although the relationship does not 
have to be a certainty. 

In Houston and Flint, where both the unions and manage
ments agreed that the incentive pay plans have caused the de
sired behavior to occur, they also reported that the workers and 
unions did perceive that there was a reasonable probability that 
the behavior would be rewarded. Initially, workers and unions 
sometimes believed that there was only about a fifty-fifty chance 
of earning the incentive, implying that sometimes a "reasonable" 
probability may not need to be very high. In New York, on the 
other hand, Jennings et al. (43, 44) reported that the employees 
did not believe that the reward would follow desired behavior, 
and indeed the behavior did not occur. 

A person will be motivated to exhibit the desired behavior only 
when the benefit exceeds the effort, according to his or her own 
individual valuation. In general, the higher the reward, the more 
of the desired behavior will be exhibited by the work force as 
a whole, because the benefit will exceed the effort for more 
people. 

In New York, Jennings et al. (43, 44) reported that the po
tential rewards were not high enough to be of value to most 
employees, which might be another reason why the incentive 
pay plan there failed to motivate the desired behavior. In Flint 
and Houston, on the other hand, it was clear that many workers 
did value the rewards. In Flint, for example, worker performance 
improved markedly during the second incentive contract as 
compared to the first. It was reported that a primary reason for 
this was the higher reward level. Also in Flint, when some of 
the workers have lost the possibility of getting the annual reward 
their performance has decreased substantially, even though they 
were still eligible for the smaller monthly rewards. 

Incentive pay plans will have unintended as well as intended 
effects, and unintended effects can influence the net benefit of 
the incentive. 

Not too many unintended effects were reported in the case 
studies. This may be because they were minor for the types of 
incentive plans being examined, or because they were not noticed 
or reported by the interviewees. Two unintended effects in Hous
ton were the damage to the morale of some good employees 
and damage to team spirit caused by the performance point 
plan, under which workers competed against each other for 
bonuses. Indeed, because the harm caused by the unintended 
effects outweighed the good caused by the intended effects, the 
plan was dropped from the second incentive contract. On the 
other hand, both Houston and Flint reported that the incentive 
plans helped to increase worker commitment to the organization 
and the overall pride of the workers in their job and organization, 
which were probably benefits that were not initially anticipated. 

Incentive pay plans are best at attaining cost and productivity 
goals, but often are not effective for attaining goals involving 
employee commitment to the organization, employee compe
tence, or congruence between worker and organizational goals. 

The evidence from Houston and Flint does not refute this 
statement, but does expand upon it. In both cities, incentives 
were reported to have improved commitment, competence, and 
congruence, as well as meeting cost and productivity goals. 
However, in both cities other aspects of general management 
and human resource management also were revised in order to 
improve employee productivity, commitment, competence, and 
congruence. Incentives were a necessary, but not sufficient, ele
ment in the achievement of these goals, according to all inter
viewees. It would appear, therefore, based on evidence from the 
transit industry, that incentives can be helpful in achieving com-
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mitment, competence, and congruence goals when they are part 
of an appropriate package of factors. Thus the transit experience 
is in line with general theory (2, 5). As noted by Beer et al. (2, 
p. 115): 

The design of a compensation system should rarely be the place 
to start in solving business and human resource problems, though 
it will always be an area that will have to be managed to com
plement other HRM [human resource management] changes. 

The motivation for cooperative performance caused by an in
centive pay plan extends primarily to those within the perform
ance unit. 

In Houston the accident incentive initially applied only to 
operator~ and the roadcall incentive applied only to mai11Le111t11i.:t: 
personnel. Both incentives were extended to cover all unionized 
employees in the second contract. This has resulted in everyone 
feeling more like one team, and it has improved cooperation 
between the operators and the maintenance personnel. 

Trust is needed for any incentive pay plan to work, but the 
necessary level of trust is lower for some types of incentives 
than others. 

In New York, Jennings et al. (43, 44) reported that the em
ployees did not believe the system was being administered fairly. 
This might have contributed to its failure. Also, Clark et al. (6) 
said that both the union and management in Flint believed that 
the incentive plans would have been unworkable without the 
high level of trust that was present. 

On the other hand, a general trust in management may not 
be necessary, or at least not as high as implied in the literature, 
based on the Flint and Houston cases reported in Chapter 4 of 
this synthesis. In both cases, trust in management was very low 
during the initial stages of the first incentive contact periods, 
yet the incentives succeeded in changing worker behavior from 
the beginning. However, in both cases the union and workers 
did believe that there was a reasonable probability that incentive 
pay would be earned. Therefore, although trust in management 
initially was quite low, trust that the incentive could be earned 
was higher, and it is the latter trust that is important in mo
tivating desired behavior. 

Even to the extent that general trust in management is helpful, 
the cases imply that such trust can be developed concurrently 
with the use of incentive plans. Indeed, payment of incentives 
when truly earned may be one way of helping to build this trust. 
Thus, in both Flint and Houston, trust improved over the life 
of the first contract, and continued to improve thereafter as 
well. Trust was reported to have improved much more dra
matically In Flint, but this probably was the result of the in
tensive union-management cooperation and quality-of-work-life 
efforts that took place there. 

Also, even the trust that the incentives can be earned does 
not have to be extremely high, according to the evidence from 
Houston. It was reported there thai the workers believed that 
their chances of earning incentives were about fifty-fifty, yet 
this 1tpparently was high enough to elicit the desired behavior. 
This is not to say that higher trust would not have resulted in 
more of the desired behavior, or that the behavior would have 
occurred if no trust were present. However, it does imply that 

incentives in which there is at least a moderate degree of trust 
may be successful in changing worker behavior. 

Finally, the literature indicates that certain types of incentives 
require lower levels of trust than others. Thus the overall level 
of trust in management can be lower if the incentives are ob
jective and are primarily under the workers' control. In both 
Flint and Houston, the initial performance indicators were either 
completely objective or procedures were present whereby judg
mental decisions could be appealed to a neutral body. In Hous
ton, the success of the system-wide performance indicators 
depended on management as well as worker performance. De
spite the workers' initial distrust of management, it was appar
ently possible to change this quickly enough in the needed areas 
to result in workers behaving as desired. 

In conclusion, the trust issue is more complex than it is often 
presented. Trust that incentives will be paid if behavior changes 
must not be confused with general trust in management. Even 
trust in the incentive may not have to be extremely high initially, 
and some types of incentives will work better than others in 
lower trust situations. Also, reliable payment of incentives may 
be one good way to build trust in general, as well as increasing 
the trust in the incentive system. 

The information and audit systems must be capable of collecting, , 
storing, retrieving, and verifying any performance indicator 
used. 

In New York, the information that needed to be collected 
was very complex, and decisions on what to consider were 
somewhat subjective, as compared to the other systems exam
ined. However, Jennings et al. (43, 44) reported that the ad
ministrative efforts to collect and verify the information on an 
ongoing basis were minimal, and that the special deputy comp
troller who monitored productivity committee decisions was 
critical of the information used to justify pay increases. 

Clark et al. ( 6) reported that both Flint and Minneapolis had 
the data processing capacities to keep precise records of all 
needed information. In Houston, the information machinery to 
collect system-wide statistics was in place when the plans were 
implemented, and no problems were reported. But the proce
dures to collect the individual information for the performance
point competition were not in place, and some of the problems 
with this plan were said to have grown out of shortcomings 
with the data-collection procedures. 

In conclusion, the transit experience would support the gen
eral proposition noted above. It is essential to either already 
have or to be able to quickly construct the necessary information 
system. 

The workers and their unions must be willing to accept the 
concept of incentive payments, as well as the specific plans 
proposed. Although wholehearted acceptance is not necessary 
for success, complete rejection will normally lead to failure, 
even if management is able to force the plans into the labor 
agreement. 

.A.lthough the transit industry experience does not contradict 
this statement, it does modify it somewhat. First, in both Hous
ton and Flint, the unions did strongly oppose the concept of 
incentive pay initially, and bargaining over the incentives was 



very adversarial in nature. However, over the course of the 
negotiations the unions' attitudes became less negative, and the 
plans actually adopted were not viewed very negatively. Like
wise, over time both unions, especially the one in Flint, have 
become increasingly positive about incentive plans. 

Perhaps the lesson to be learned is that initial union opposition 
is to be expected. But incentives can succeed despite strong 
initial union opposition if a number of conditions are met: (a) 
the plans can be modified to meet major union concerns, (b) 
the union can be shown how the incentives will result in more 
money than otherwise would be available, and is convinced that 
the money could not have been included in the base rate, (c) 
management makes clear by word and deed that the plans are 
not attempts to weaken or destroy the union, (d) union and 
worker trust in management and/or the incentive plan is above 
the minimum threshold level needed, as discussed earlier in this 
chapter, and (e) in actual practice the plans do pay off as 
expected. 

Although these conditions may not always be necessary or 
sufficient, they did seem to contribute to union acceptance in 
Houston and Flint. Moreover, fewer conditions for union ac
ceptance may be necessary when the incentives are part of a 
package of trade-offs. Notably, however, the Houston and Flint 
experiences do not contradict the proposition that incentives 
will fail if a union continues to strongly oppose them. 

Note that if a union believes that the incentive money could 
have been included in the base rate, it will be more reluctant 
to accept the incentive. Base-rate increases are preferred by 
workers and their unions because they are permanent, and be
cause base-rate earnings usually are worth more than an incen
tive earnings. Base-rate earnings are usually worth more than 
incentive earnings because fringes usually do not include incen
tive earnings in the base from which they are computed. Thus, 
an increase in the base rate also increases fringe benefit earnings, 
whereas incentive pay usually does not. Perhaps more important 
from the union point of view is that incentive earnings usually 
are temporary. Not only can they vary within a contract period, 
but they can also be more easily dropped when a new contract 
is signed. In some cases, a union may fear that a management 
will pay a temporary incentive to boost performance, then elim
inate the incentive in the next contract while demanding that 
the new high level of performance be maintained. (Of course, 
a union can propose that temporary incentive earnings be frozen 
into the permanent earnings base when the next contract is 
signed, but it is usually more difficult to get temporary earnings 
frozen into the base than to keep permanent earnings in the 
base.) In both Flint and Houston, the union interviewees be
lieved that the incentive offer could not have been converted to 
base-rate increases, and if rejected would have been taken off 
the table. Also, neither union seemed to fear that management 
would try to drop the incentives after getting the employees to 
increase their performance to unreasonably high levels. 

Performance indicators should be easy to understand, and em
ployees should be able to influence them. 

In both Flint and Houston, most indicators relating to in
dividual performance, such as the attendance incentives, were 
easy to understand and were completely under the control of 
the employees involved. The indicators for Houston's individual 
performance point competition, however, were substantially 
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harder to understand, and moreover were less under the control 
of a given employee because the behavior of other employees 
could affect the outcome. These reasons may or may not have 
contributed to the plan's failure. On the other hand, in Houston 
the system-wide indicators were easy to understand, but some 
could be improved by the employees only if management also 
improved its performance. Effective management performance 
did make it possible for the employees to influence the indicators, 
however, and the plans were considered successful by both par
ties. 

Workers are more likely to be motivated by incentive pay plans 
that they or their unions have helped to design. 

In Houston and Flint, the plans finally adopted in the first 
contract were basically those that management had proposed. 
At the same time, the union did have the opportunity for input, 
and indeed some changes in the standards and other minor 
changes were made. However, during the term of the agreement 
in Houston, and during the second contract negotiations in Flint, 
the unions brought forward problems that arose with the in
centives, and changes were made in the plans based on union 
concerns. Thus the Houston and Flint cases suggest that the 
unions may not provide much input into the initial incentive 
plans, but will provide input once the plans have gone into 
operation. It would seem, however, that the plans are more 
likely to succeed if the unions have the opportunity for input 
during the negotiations over the initial plans, during the term 
of the first agreement, and during renegotiation of the plans for 
the second contract. 

Communication efforts are needed for all incentive pay plans, 
both during their introduction and over the term of their ex
istence. 

Based on the Houston and Flint experiences, this proposition 
is true, but the degree of communication should vary based on 
the nature of the incentives involved and the existing commu
nication processes. Although Flint engaged in extensive extra 
communication, Houston treated the incentive plans as any 
other issue. In Houston the incentives were explained to the 
supervisors along with all other changes in the contract, and 
management discussed the incentives with a worker only when 
someone asked a question. The union in Houston also did not 
make any special efforts to explain the incentive plans, but 
discussed them as they would any other new contract provision. 
It may be, therefore, that when the plans and performance 
indicators are relatively easy to understand, only normal com
munication about how they work is necessary. On the other 
hand, Houston did keep the union constantly informed about 
progress, and the union passed the information on to the work
ers. In Flint, moreover, a large number of changes in addition 
to the incentives were being made, which necessitated more 
extensive new communication efforts. Thus, it may be reasonable 
to state that the degree and type of communication needed may 
be contingent on the nature of the incentive plans adopted, and 
other changes being made concurrently. But in all cases it is 
critical that substantial communication occur. 

Despite the intensive communication efforts at Flint, there 
was a relatively large group of workers who could not or would 
not understand the behavior needed to receive the rewards. This 
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may imply that no amount of communication will be enough 
to educate everyone, and the amount should be tempered to 
where the benefit of additional communication is greater than 
its cost. 

Certain types of incentive pay plans, such as organization-wide 
plans, become less effective once an organization grows beyond 
500 employees, because individuals can have little impact on 
the total organization's performance. 

This commonly held belief is contradicted by the evidence in 
Houston, which has 1400 operators and 700 nonsupervisory 
maintenance workers, each group being well beyond the 500-
employee limit. In Houston's initial incentive contract, only 
operators and supporting employees were covered by the vehicle 
accident incentive, and only maintenance workers and sup
porting employees were covered by the roadcall incentive. In 
the second contract, however, both groups were covered by both 
incentives. Based on the 500-person limit, the incentives should 
not have succeeded in changing employee behavior under the 
first contract or especially under the second contract. Yet they 
did succeed in doing so according to both the union and the 
management, with employees being even more motivated under 
the second contract than they were under the first. There may, 
of course, have been special circumstances in Houston. But in 
any case, the 500-person limit should not be used as an absolute 
rule to be applied in all situations. 

Incentive pay plans must be congruent with a variety of other 
factors, including formal organizational and environmental 
characteristics. 

Some types of incentive plans common in other industries 
may often be inappropriate for transit systems. But, transit 
systems can develop unique plans that are congruent with the 
industry's strategies, organizations, and environment. For ex
ample, some types of plans, such as profit sharing, often will 
be inappropriate for a transit system, because the employees 

often will have too little control over revenue generation and 
many aspects of productivity. On the other hand, some types 
of plans, such as those dealing with vehicle accidents, on-time 
performance, and roadcalls, are uniquely suited to the industry. 
Over time, it is likely that more and even better plans can be 
developed if transit uses the general principles such as those 
discussed in Chapters 1 and 2, but does not accept blindly the 
specific types of plans that have worked in other industries. 

The right incentive pay plan will succeed where important re
wards can be given, rewards can be varied depending on per
formance, performance can be validly and inclusively measured, 
information can be provided that makes clear how rewards are 
given, trust is high, and employees accept the performance-based 
pay system. 

Incentive pay plans should not be used where the trust level is 
low, performance must be measured subjectively, inclusive mea
sures of performance cannot be developed, and the organization 
is large and performance cannot be measured at the individual 
or group level. 

It would seem that many of the factors necessary for success 
were not present in New York, while many of the factors that 
often lead to failure were. Thus the eventual failure of the. Ne.w 
York plan could have been predicted. (Although, of course it 
is much easier to identify reasons for failure after the fact!) 

Conversely, in Flint and Houston, it would seem that many 
of the factors necessary for success were present, while many 
of the factors that often lead to failure were not. The exceptions 
are that trust was not high (and indeed was low) in both systems 
initially, so the necessity of trust should probably be modified 
as discussed earlier in this chapter. Likewise, as also pointed 
out about Houston, in at least some situations, organization
wide incentives can succeed in large systems. 
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APPENDIX 

INCENTIVE PAY PLAN QUESTIONNAIRE FOR HOUSTON AND FLINT 

A. NEGOTIATING OVER INCENTIVE PAY : FIRST CONTRACT 

1. Why were the incentive pay plans proposed? 

2 What was the union's initial response to the idea of incentive pay? 
the following scale? 

Where would you rate it on 

Very Negative 1-----2-----3-----4-----5 Very Positive 
Neutral 

3 . Were there any changes between the plans first proposed and what was finally agreed to? 

4. What conv1ncad the union to accept the incentive plans? 

5 . What point on the following scale represents the 
["Adversarial bargaining" 1s traditional bargaining, 
bla. "Cooperative bargaining" is more 1 ike problem 
llfJtually beneficial solutions to the issues. "Mixed 

type of bargaining that occured over the plans? 
where each side tries to get as rm.ich as possi

solving, where the parties are trying to find 
bargaining" is soma of each.] 

Adversarial 1-----2-----3-----4-----5 Cooperative 
Mixed 

6 . Ware any outside experts utilized? How? 

7 . At the end of the negotiations, what was the union's attitude toward the incentive plans? 

Very Negative 1-----2-----3-----4-----5 Very Positive 
Neutral 

8 . What did the parties feel the chances were that incentive pay would be earned by many workers? 

Union : Very Likely 1-----2-----3-----4-----5 Very Unlikely 

Management : Very Likely 1-----2-----3-----4-----5 Very Unlikely 
Neutral 

9 . Were there any tradeoffs that involved the incentive plans, or were the plans negotiated inde
pendently of other issues on the table? 

10. Other than the new incentives, were any other changes made concerning the subjects covered by 
the plans, such as changes in attendance or accident policies for example? 

11. During the negotiations, where was the union-management relationship on the scales: 

~ch Trust 1-----2-----3-----4-----5 Little Trust 

Cooi:,erative 1-----2-----3-----4-----5 Adversarial 
Mixed 

12 . Was there anything else prec-e<ling or d.lring negotiations that affected the plans? 



B. INTROOUCING THE INCENTIVES : FIRST CONTRACT 

1. What efforts, if any, were made to explain the plans to the workers and supervisors? 

2 . Were the efforts carried out by management, by the union, or jointly? 

3 . How effective were the efforts? 

4. What did average workers fNl where their chances for earning incentive pay? 

Very Likely 1-----2-----3-----4-----5 Very Uni ikely 
Neutral 

5. Oid anything occur during the plans' introduction that affected their outcomes? 

C. WORKING U4IOER THE INCENTIVES : FIRST CONTRACT PERIOD 

1. What methods ~re set up to administer the plans, including such things as recordkaaping? 

2 . were the workers connunicated with about the plans during the contract periOd? 

3. Were there any committees or other formal opportunities for union or worker involvement in the 
operation of the plans? How lffJCh did they actually participate? 

4. Did the union have any rights concerning the recordkeeping or verifying the accuracy of the 
data? Did they exercise any of their rights? 

5 . l!Mra any gr i evancas f 11 ed over the p 1 ans? 

6. ware union-management discussions abOut tha plans more like problam-solving, more legalistic in 
terms of rights and duties, or a mixture? 

Problem Solving 1------2------3------4------s Legalistic 
Mixed 

7 . Were there any unintended affects of the plans, either positive or negative? 

8. Were there any worker characteristics or behaviors that helped or 1'7.Jrt the plans' success? 

9 . Were there any union politics, leaders or behaviors that helped or hurt the plans' success? 

10. lvere there any management characteristics or behavior that helped or hurt the plans' success? 

11 . Was there anything else going on that helped or 1'7.Jrt the success of the plans? 
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12. During the first contract period, where on the following scales would you say the union-manage
ment relationship was? Did it change over the life of the contract? 

Cooperative 1-----2-----3-----4-----5 

l'tl.lch Trust 1-----2-----3-----4-----s 
Mixed 

Adversarial 

Little Trust 

13. Curing the first contract period, hew would you describe the property's management style? 

very Autocratic 1-----2-----3-----4-----5 Very ?articipative 
Mixed 

14 . Oid anything occur during the first contract period that affected the outcomes of the incentive 
plans? 

15. Was there anything else that you feel affected the outcomes of the incentive plans (such as OWL 
or Labor-Management Cooperation ?rograms, unemployment, financial position of the property, manage
ment or union changes. changes in the contract other than the incentive plans, and so on)? 

D. EVALUATING THE INCENTIVES: ?RIOR TO SECONJ CONTRACT 

1. Was any evaluation cona.Jeted before negotiating the second contract? What were the results? 

2. From managament ' s viawpoint, rate the success of the plans at the and of the first contract . 

vary Successful 1-----2-----3-----4-----5 Very Unsuccessful 
Neutral 

3. At the end of the first contract, rate worker and union attitudes about the plans. 

worker: very Negative 1-----2-----3-----4-----5 Very ?os1tive 

Union : Vary Nagat1va 1-----2-----3-----4-----5 very ?ositiva 
Neutral 

4. At the end of the first contract period, hew did worker performance c~ara to their performance 
before the plans were instituted? 

lti.lcn Worse ;-----2-----3-----4-----5 Much Better 
Same 

5. What factors were responsible for the changes in worker performance? 

6. Were there any other affects of the plans, either positive or negative? 

7 . What do you feel ware the key reasons that the plans were succeeding or failing at this point? 



E. NEGOTIATING OVER INCENTIVE PAY : SECCIID. CONTRACT 

1. Curing the negotiations, where was the union-management relationship on the scales: 

Cooperative 1-----2-----3-----4-----5 Adversarial 

lilJch Trust 1-----2-----3-----4-----5 Little Trust 
Mixed 

2 . Oid the union need urging to accept the cont1r"Yance of incentives? 
union to cont!~ them? 

If so, what convinced the 

3 . Ware revisions in the plan proposed by nianagament, the union, or bOth? Why were they prcposed? 

4. were there any cnanges between what was f'irst proposed and what was finally agreed to? 

5 . What point on the following scale represents the type of' bargaining that occured over the plans? 
["Adversarial bargaining" is traditional bargaining, where eaeh side tries to get as rTP.JCh as possi
ble. "Cooperative bargaining" is more like problem solving, where the parties are trying to find 
rllJtually beneficial solutions to the issues. "Mixed bargaining" is some of eaetl.] · 

Adversarial 1-----2-----3-----4-----5 Cooperative 
Mixed 

6. were any outside experts ut11 lzed? How? 

7 . At the end of the negotiations. what was the union's attitude toward the new incentive plans? 

Very Negative 1-----2-----3-----4-----5 Very Positive 
Neutral 

a . What did the parties fNI the chanceS were that incentive pay would be earned by many workers? 

Union : Vary Likely 1-----2-----3-----4--~--5 Very Unlikely 

Management: Very Likely 1-----2-----3-----4-----5 Very Unlikely 
Neutral 

9. Were there any tradeoffs that involved the incentive plans, or were the plans negotiated inde
pendently of other issues on the table? 

10 . Other than the revised incentives, were any other changes made concerning the sUbjects covered 
by the plans, such as changes in attendance or accident policies for ex~le? 

11 . Was thllre anything else preceding or c:1Jr1ng negotiations that affected the plans? 
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F. INTRODUCING THE INCENTIVES: SECOND CONTRACT 

1. What efforts, if any, were made to explain the rev1sed plans to the workers and supervisors? 

2. Were the efforts carried out by management, by the union, or jointly? 

3. How effective were the efforts? 

4 . What did average workers feel where their chances for earning incentive pay? 

Very Likely 1-----2-----3-----4-----5 very Unlikely 
Neutral 

s. Did anything occur during the plans' introduction that affected their outcomes? 

G. WORKING Ul'DER THE INCENTIVES : SECOl'D CONTRACT PERICO 

1. Were any changes made in the •thods used to aaninister the plans? 

2. Were the workers c~n1cated with about the plans C1Jring the contract period? 

3. were any changes made in the opportunities for union or worker involvement in the operation of 
the plans? How nuch did ttwy actually participate? 

4 . Did the union have any new rights concerning the recordkeeping and verifying the accuracy of the 
data? Did they exercise any of thair formal rights? 

5 . Were any grievances filed over the plans? 

6 . Were union-management discussions about the plans more lika problem-solving, more legalistic in 
terms of rights and duties, or a mixture? 

Problem Solving 1-----2-----3-----4-----5 Legalistic 
Mixed 

7 . Were there any naw unintended effects of the plans, either positive or negative? 

a . Were there any worker Characteristics or behaviors that helped or hurt the plans' success? 

9. Were there any union politics, leaders or behaviors that helped or hurt the plans' success? 

10 . Were there any management characterist ics or behavior that helped or hurt the plans' success? 

11 . Was there anything elsa going on that helped or hurt the success of the plans? 



12. During the sec9nc:1 -contract period, where on the following scales would you say the union-man
agement relationship was? Did it change over the life of the contract? 

Cooperative 1-----2-----3-----4-----5 

~ch Trust 1-----2-----3-----4-----5 
Mi)(ed 

Adversarial 

Little Trust 

13. During the second contract period, hOw would you describe the property's management style? 

Very Autocratic 1-----2-----3---~-4-----5 Very Participative 
Mi)(ed 

14. Did anything occur_during the second contract period that affected the outcomes of the incen
tive plans? 

15. Was there anything else that you feel af'fected the Ol.ltcomes of the incentive plans (such as QWL 
or Labor-Management Cooperat ion Programs, u.,...,1oyment, financial position of ttw property, managa
ment or union changes. changes in the contract other than the incentive plans, and so on)? 

H. EVALUATIONS SINCE THE SECOIII> CONTRACT WAS SIGNED 

1. Have any evaluations been conc1Jctad since the second contract was signed? 
results? 

2. From managena,t's viewpoint, rate the success of' the new plans . 

Very Successful 1-----2-----3-----4-----5 Very Unsuccessful 
Neutral 

3. Rate worker and union attitudes abQ.lt the new plans. 

If' so, what ~re the 

Worker: very Nagative 1-----2-----3•----4---•-5 Very Positive 

Union: Very Negative 1-----2-----3-----4-----5 Very Positive 
Neutral 

4. How did the workers' performance in the second contract period ~re to their performance in 
the first contract period? 

~ch Worse 1-----2-----3-----4-----5 llt.lch Better 
Same 

5. What factors ware responsible for the changes in worker performance? 

6. Were there any other effects of the plans. either positive or negative? 

7. What do you f-1 are the key reasons the plans are succaec:ting or failing at this time? 

8. Would you like to see incentive plans included 1n your ne)(t contract? 
changes, and what would they be? 

If so, would you like 
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I . OTHER QUESTIONS 

1 . Did you select your incentive plans based primarily on each's ind1vi~l merits, or did you also 
try to choose a set of plans that c°""lemented each other? 

2. Have the incenttves affected the workers' commitment to the organization? 

3 . Have the incentives aff'ected the congruence between workers' job goals and the organization's 
goals? 

4. About what percentage of the workers usually earn some individual incentive pay? 

5 . About what percentage of average earnings ts a worker's incentive pay? 

6. What are the union's main eonc:erns aboUt the incentive plans? 

7 . Is there anything else that you feel it would be helpful for me to know aboUt your incentive 
plans. your union. or your property? 


