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Abstract: Gainsharing originates from the developed counsigsh as the United States of America. South
Africa’s labour productivity in the manufacturingctor is low when compared to Korea, United States
America, Taiwan, Japan, France and the United Kongdncrease in productivity can finance higher asg
without burdening the customer with higher sellprice. A strong co-operation between management and
labour to improve productivity, thereby ensuring survival of South African companies, is requirétis
paper is to evaluate management attitudes towasissltaring as a strategic tool for productivity
improvement.
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The need for productivity improvement should be ermppost on both, the government and private sector’s
agenda. The majority of South Africans expect gm@aisperity and this can only be done though greate
employment, high productivity and wage increaseswNemployment opportunities create new goods and
services, which give rise to sales from which wagesspaid. Increased productivity can finance highages
without burdening the customer with higher sellipgces. There should be a strong co-operation lmtwe
management and labor to improve productivity, thgrensuring the survival of South African companies
Productivity governs the creation of wealth andt-@msnpetitiveness. To be successful in today’s cstitipe
business arena, organizations find themselvesngru their employees for creative suggestionsidads of
ways of doing things better. The concept of corirmiimprovement, urging everyone in the organiratio
think of implement small, incremental and logicailprovements, has become a way of life and a busines
necessity.

South Africa lacks both short and long-term infloento productivity growth. This includes an advahce
knowledge of how to produce more efficiently and twtake advantage of gains resulting from ecoesnoif
scale that are made possible by an expansion obitee of markets leading to increased specialinatib
personnel (slack, Chambers & Johnston, 2001).rmisallocation of resources (i.e., capital and Iasod lack
of training of the workforce are some of the causes

As a result of the above and other factors, thelygtion per worker in the manufacturing sector dased by
3.1 per cent from 2003 to 2004, and this resulteihfa decrease in manufacturing production alomgsid
employment numbers that remained fairly constani{sé\frican Reserve Bank, 2004). South Africa Haes t
lowest work morale and this result from workers heing clear about what is expected of them. Pribdtyc
loss is costing the country about R15404 billiomuaily and this represents 1404 per cent if Gross&stic
Product (GDP) (Ventor, 2004). If the productivitysoplem could be solved over the next five years,dbuntry
could achieve almost 3 per cent GDP growth per gear the period (Cooper. 2004).

South Africa’s labour productivity level is far Het when it is compared to overseas countries (&gex
2002). Gainsharing, as a reward management instinsouses interest and demands attention and
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deliberations in the context of a changing Southric&h industry. Productivity gain sharing rewards
improvements in productivity.

Organization are encouraged to revise their revpuitbsophies and develop reward strategies, pslieied
practices that help to achieve new business goads sup[port organizational and culture change. Such
developments should be based on an understandititge afconomic factors affecting pay, the signifamf
psychological contract and the practical implicasioof motivation theory as it affects the provisiohboth
financial and non-financial rewards. Interest imfpenance-related pay like gainsharing, in varisestors of
the economic activity is increasing. Gainsharinglddoe a desirable alternative because it can ibuér to
raising the competence levels and productivity iorpment of the organization. It is also againss thi
background that the study focuses on the Soutlc@drmanufacturing industries.

Goal and Objectives of this Study

The goal of the study is to evaluate managemeitii@ets towards gainsharing as a strategic togbfoductivity
improvement. The goal will be achieved by addressie following objectives:

* to evaluate performance measurement and problerimgpl
» to ascertain the perceptions of management witardeig implementing the gainsharing program; and
e to ascertain reasons for implementing a gainshgmingram.

Literature Review

Meaning of Gainsharing

Gainsharing is a process whereby employees ardvenyan performance improvements and share with the
organization in the financial benefits of these iaygments. It is a method of working in groups deritify
ways of improving performance. These working groapssist of a cross-section of employees and masage
meeting regularly to plan and implement changesghaduce improvements in company performance (Bowe
2003). Gainsharing is also about improving prodistiand attracting and retaining the kind of peoplho
want to contribute (Duncan &Gross, 1998). Creatmgworking environment that encourages worker’s
participation and also provides the opportunitylfioking improved performance to improved compeiosgtis
one way to create the kind of workplace that wiiitect motivated risk-takers and team-worker’s.rSharing is
not a single type of incentive program but ratheruabrella for a family of aggregate pay-for-penfiance
approach that links financial rewards to improveteein the performance of the entire unit (Welbouthe
Gomez-Mejia, 1995).

Advantages of Gainsharing

e The reason for greater reliance on gainsharingh& the program is easier to sell to the top
management. The out-of-pocket expenses for the aoynis generally low since any payouts accrued
by workers are linked to future unit performanced aany realized gains are distributed between
employees and the company. By definition, any camspgon received by employees under this type
of program is variable rather than fixed in natutegrefore, the company is not committed to a
permanent resource allocation (Hanlon & Taylor, )9&mployees have to partially carry the burden
or risks of future performance uncertainty (Grahslioere & Ross, 1990).

e Gainsharing has a long history and companies cailyeenitate these programs by copying or
modifying gainsharing programs used by competitatssch, 1998).

* Gainsharing offers substantial flexibility in thehasen formula to determine the payouts and
procedures for distributing gains. The payout datenay involve a widely diverse set of factorsisuc
as profitability, labour costs, material savinggeating deadlines, percentage rejects, safety rexnid
customer satisfaction (Kiernam, 1993). Many comesniare experimenting with differential
distribution of bonuses using such factors as tegaenformance, seniority, job classification,
cooperation, and special achievements (Manz & Sit®93). Peck (1991) adds that the actual
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procedure for distributing awards varies and majuie supervisor’s ratings, employee-managements
committees, cross-functional management teams aed gppraisals. The flexibility for determining
and distributing payouts allow organizations tacemvent some of the traditional criticism of low
motivational impact of aggregate incentives, nantbly ‘free riding’ and a ‘weak line of vision’
between behaviour and outcome that reduces ttieforeement value.

< Some forms of gainsharing programs provide an djpgr@d mechanism to implement participative
management. Despite much lip service to this canoeer the years, participative management has
been more of an academic than a practical re&libn{ez-Mejia, Balking & Cardy, 1995). Gainsharing
represents a major exception. Many gainsharingrprog comprise of a committee structure, which
elicit and evaluate employee suggestions, therebyiging an efficient channel to promote employee
involvement and convert it in to an action plan.

Characteristics of gain sharing

Although the financial element is obviously a keature of gaining, its strength as a process f@rawing
performance lies equally in its other importanttfieas ownership, involvement and communication léni&
Schuster, 1987). They describe the gain sharingrfesas follows:

« Ownership: the success of a gain sharing program dependseatirgy a feeling of ownership that first
applies to the program and then extends to theatipar Amstrong & Murlis (2001) add that when
implementing gainsharing a company must enlistith®lvement of all employees so that it can
increase their identity with, and their commitmemnthe program, and build a large core of enthtisias
supporters.

¢ Involvement: the involvement aspect of gainsharing means thairnftormation generated on company
results is used as a basis for giving employeespertunity to make suggestions on ways to improve
performance, and by empowering them to make dewisimncerning their implementation (Miller &
Schuster,1987).

« Communication: gainsharing programs are always based on keynpesftce measures such as added
value. The company should ensure that everyoneviesidknows exactly what is happening in these
performance areas, why it is happening and whatbeadone about it. The communication process is
two fold: management communicates performance nméibion to employees, who in turn,
communicate their proposals for improvement baakémagement (Vanderberge, 1999). The financial
basis of gainsharing provides extra focus for tlee@sses of communication and involvement.

Aims of gainsharing

Johnson (1999) contends that the main aim of gair#is to improve organizational performance tsating
a motivated and committed work force who wants ¢atlie part of a successful company. More spediical
Johnson (1993) enlists the following aims:

* To established and communicate clear performandgenductivity targets;

e To encourage more objective and effective meamseafsuring organizational or factory performance;

* Toincrease focus on performance improvement irathas o9f productivity, quality, customer service,
delivery and costs;

» To encourage employees to participate with manageimethe improvement of operating methods;
and

e To share a significant proportion of performancéngavith the employees who have collectively
contribution to improvement,

Summary

It should be emphasized that there are severajjghimat gainsharing is not about. It is neitherddng labor
costs nor profit sharing. It is about improving guetivity & attracting and retaining the kind of ggge you
want working in your company (Duncan & Gross, 1998)today’s market, workers are choosing wherg the
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want to work, and numerous studies show that, welg is very important, many employees do not d@rsi
pay the overriding factor when choosing an emplog@nployment conditions represent such a factogatng

a working environment that encourages workers’ igigdation and provides the opportunity for linking
improved performance to improved compensation ie way to create the kind of workplace that attracts
motivated risk-takers and team-workers (Imberm&96). Gainsharing is also not a magic bullet tlat be
used in splendid isolation from company’s stratdgimplies management accepting that all the eygsg will
have some says in how the company is running. Imaer(1996) continues to say that the impetus fierkimd

of strategy realignment has to come from the tdpe TManner in which the company organizes work,eshar
information and knowledge, makes decisions, and pawards are all part of the process. The suaukeas
gainshring program hinges, to a great extent, encality and openness to communication. It is sulte
oriented program that looks to crate incrementgirowements (Kaufman, 1992). Management shouldtset i
long-term objectives before deciding on a gainstgagrogram. Once management reaches consensussan th
goals, it can concentrate on developing compensatian that will get them there. When culture claig
required, pay will not drive that change, but efffez leadership can drive it (Manz & Sims, 1993yRvill be a
strategic tool for leadership.

Methodology

The target population was managers of small busigesporations of the construction sector in theatpr
Durban area. A small business corporation was ddfiwithin the parameters 2006 budget as maximum
turnover of R14m. the study identified30 constracticompanies, which are classified as small busines
corporations. The structured questionnaire inclugeéstions on demographic profile of the resporgjethie
corporation’s involvement in performance measurgmemd problem solving; management’s perceptions
towards the gainsharing program; and reasons fpleimenting gainsharing program and comparing thétm w
the corporations scheme currently in place.

Findings

e To explore the suitability of gainsharing as an apppriate monetary reward:
Results from study analysis reveals that 54.8 pat of managers agree that gainsharing would induce
employees to effectively participate in problemvegy or productivity improvement initiatives.
Bearing in mind that the study evaluates manageratittides towards gainsharing as a tool for
productivity improvement, the results indicate tivgthagers have faith in the gainsharing program.

« To ascertain management perceptions and reasons fmnplementing gainsharing:
The majority of respondents feel that gainsharirily venefit the company, and this is shown by the
“large percentage response” from managers who#e tigainsharing program was developed. The
following results (in table 01) confirm the abogsues.

Table 1: Ascertain management perceptions and reass to implement gain sharing

Benefits for implementing Gainsharing Percentage rgponse

accepting this benefit
To deliver according to the client requirements 69.0
To enhance teamwork 92.2
To create a feeling of ownership 64.3

To share a proportion of saved-cost for produgtivitprovement purpose 88.1
To stimulate organization learning (or problem gajvmindset) 76.2
To improve communication between management andogegs 95.2
To stimulus employees to make suggestions on waiagrove productivity | 97.6
To increase profitability 71.4

To reduce costs 97.6
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To ascertain if the above reasons have been met the company’s scheme currently in place

Table 2: ascertain if the above reasons have beeretrby the company’s scheme currently in place

To ascertain if the following reasons have been mby the company’s An indication if Percentage

scheme currently in place the corresponding | response
reason(s) have for the
been: MET/NOT | outcome
MET/UNSURE ,
is shown below

To deliver according to the client requiremt UNSURE 56.1

To enhance team work MET 36.6

To create a feeling of ownership NOTMET 42.5

To share a proportion of saved-cost for produgtivitprovement purposes | NOTMET 87.8

To stimulate organization learning (or problem gajvmindset) UNSURE 41.5

To improve communication between management andoyegs MET 80.5

To stimulate employees to make suggestions on teaiysprove productivity | MET 78.0

To increase profitability UNSURE 53.7

To reduce costs MET 92.7

Management believes strongly in gain “sharing,i@aletrly, on critical issues relating to enhancantework: to
share a proportion of saved —cost for communicabetween management and employees: to stimulate
employees to make suggestions on ways to improwsdugtivity: and to reduce costs have achieved ‘&igg
percentages ranges from 88.1 to 97.6 per cent.eTémed the rest of the issues mentioned in tableditate a
good management’s perception to gainsharing program

Table 02 indicates that management is ‘not surtiéfscheme currently in place assisted the compadegliver

on client requirements; stimulate organization féay (i.e., problem solving mindset); and increase
profitability. They agree that the scheme enaliescompany to enhance team work; improve commuaitat
between management and employees; stimulate engdoy® make suggestions on ways to improve
productivity; and reduce cost.

However, the scheme currently in place has ‘not menhagement'’s objectives to create a feeling afenship
and to share a proportion of saved-cost for praditzimprovement purposes.

Management Implications

During the course of this study, many issues matatd the survival of gain sharing after impleméptaand the
applicability of gainsharing to a wider sector deteconomic activity including the public sectorrevaot
intensively covered. The nature of this study diddiow these areas to be covered in depth. Overadl study
has highlighted productivity level in South Afrieand the need to improve it. Issues relating to camegtion
and gain sharing as a pay-for —performance incergsheme that results to improved business perfaena
were discussed.

Gainsharing as a formula based company wide bolans which provides for employees to share thenfaie
gains made by a company as a result of its imprgextbrmance were explored. This was accompanied by
practical implications of gainsharing as experiehlog overseas companies.

Besides the achievements of the study objectivelsth@ reasons for managers to implement gainshasng
outlined above, the following conclusions can alsanade;

1) Gainsharing has been recognized as an appropratetary reward for productivity improvement.
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2) Gainsharing creates a working environment that erages worker participation and provides an
opportunity for linking improved performance to geemsation.
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