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Overview:
Employee theft rates were measured in manufacturing plants during a period in which pay was temporarily reduced by 15%. Compared with pre- or post-reduction pay periods (or with control groups whose pay was unchanged), groups whose pay was reduced had significantly higher theft rates. When the basis for the pay cuts was thoroughly and sensitively explained to employees, feelings of inequity were lessened, and the theft rate was reduced as well. The data support equity theory’s predictions regarding likely responses to underpayment and extend recently accumulated evidence demonstrating the mitigation effects of adequate explanations on feelings of inequity.

Hypothesis:
Main hypothesis: ratings of payment fairness would be lower, and the rates of employee theft would be higher during the reduced pay period than during periods of normal payment (before and after the pay reduction) → based on Adam’s equity theory (=workers who feel inequitably underpaid, i.e, those who believe that the rewards they are receiving relative to the contributions they are making are less than they should be, may respond by attempting to raise their outcomes).
Additional hypothesis: the magnitude of the expressed inequity, and the rate of employee theft would be lower when pay reductions were adequately explained than when they were inadequately explained → based on Folger’s cognitions theory (=adequate explanations help victimized parties place their undercompensation in perspective by getting them to understand that things could have been worse).
Research Method and Procedure
Participants: nonunion employees working for 30 consecutive weeks in three manufacturing plants that manufactured small mechanical parts mostly for the aerospace and automotive industries.
Procedure: A manufacturing company lost two large manufacturing contracts and was forced to reduce their payroll by temporarily cutting wages 15% across the board in two of its manufacturing plants (A & B). The payroll cuts were done in lieu of laying off any employees. After this decision, Greenberg was asked to assess the role of wage cuts on several key areas, one of which is employee theft. Plants A and B were assigned as experimental conditions and C as the control. The study consisted of three stages- before, during, and after the pay cut. Each stage lasted 10 weeks.
	PLANT
	CONDITION
	CEO BEHAVIOUR
	DECISION BASIS

	A
	Adequate explanation
	Regretfully and explicitly explained that the pay cuts avoided layoffs. Answered all of the employees’ questions with an expression of remorse at having to take such action.
	Clearly explained and justified; all employees were assured the pay cut was temporary and that it would last only 10 weeks.

	B
	Inadequate  explanation
	Told that the pay cuts avoided layoffs, but it was left at that. No expressions of apology or remorse were shared.
	Was not clearly described; the only additional information regarded the lost contracts. Employees were told the pay cut period was expected to last 10 weeks. 

	C
	No layoffs - control group
	-
	-


Measures:

Employee theft was measured in two ways: actuarial data and self-report measures tapping some of the processes assumed to be underlying the theft behavior.
	
	EMPLOYEE THEFT RATE
	QUESTIONNAIRE MEAUSRES

	
	
	“Pay basis measure”
	“Pay equity measure”

	SOURCE OF DATA
	Company accounting department’s standard formula for computing "shrinkage."
	A group of questions designed to verify differences in familiarity with the basis for establishing pay.
	A group of questions designed to establish differences in perceived payment equity.

	MEASURES…


	…the percentage of inventory (e.g, tools, supplies, etc.) unaccounted for by known waste, sales, use in the conduct of business, or normal depreciation.
	…validity of the payment-group variable; or in other words, the degree of the understanding of the basis for pay determination (range from 20 to 100).

	...the degree of perceived payment equity (range from 20 to 90).


Note: questionnaires were administered bi-weekly to provide two types of measures: the “pay basis” and the “pay equity” measure. Only one employee theft rate was reported for each week, and the weekly scores were grouped into three 10-week response periods.

Results by measures
Employee Theft Rate
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The inadequate-explanation condition: significantly higher levels of theft were observed during the pay reduction than before or after the pay reduction.

The adequate-explanation condition: pattern of means shows theft to be higher during the pay cut than either before or after the pay cut.

Control group: the means did not differ from each other significantly across the three response periods.

In other words, within the pay-reduction period, the theft rate in the inadequate-explanation condition (M = 8.9) was significantly higher than that in the adequate-explanation condition (M = 5.7), which was in turn higher than that in the control condition (M = 3.7).
Questionnaire Responses
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Data Summaries for Questionnaire Measures

Response period
Before During After
Measucfpaymenigow _ n M SD M SO M ___SD
Pay basis*
Inadequate oxplanation % 4070, 438 7610, 648 A7, 570
Adequitccxplanstion 55 4322, 538 4239 40 44 493
Control S a6 64 47 3B 4190, 446
Py cauity”
Inadequate xplanation 0 5687, 534 4020, 756 S, 670
Adequatc oplanation. 55 6122 057 5956 952 %603 937
Control S8 61.29, 867 60.98, 9.18 38.02, 8.57

‘Note. Within cach row and each column, means notsharing a common subscript are significantly different
from each other beyond the .05 level on the basis of the Tukey honestly sigaificant difference technique
corrected for confounded comparisons with the Cicchett 1972) approsimation.
#Mean scores or the pay basis measure could range from 20 1100, Higher scores reiect greater degrees
of familiarity with the basis for establishing pay. *Mean scores fo the pay equity measurc could range
from 20 10 90. Higher scores reflect greater degrees of perceived payment equity.





Read the explanation of the measures below the table. I believe there are 2 wrong figures in the above table: In the Pay Basis section - if you look at the means in the rows, it follows that during and after pay cut periods employees showed higher degrees of familiarity with the basis for establishing their pay IN THE INADEQUATE EXPLANATION SITUATION THEN IN THE ADEQUATE EXPLANATION SITUATION! For example, the pay basis mean during the pay cut period was 76.10 in the inadequate explanation and 42.39 in the adequate explanation (similarly, in the period after, the means are 73.73 and 43.74 respectively), implying that the uninformed workers knew more than the informed ones! Possible explanation: there should be 3 instead of 7 in those numbers???
Conclusion: Employees in the adequate-explanation condition demonstrated greater understanding of the basis for pay determination than employees in the other two conditions once the explanation occurred (i.e, during and after the pay cut). The adequate-explanation manipulation successfully enhanced employees' understanding of the basis for pay determination. During the pay cut, employees in the inadequate-explanation condition expressed the greatest perceptions of pay inequity.
Turnover
The majority of the turnover occurred among employees experiencing inadequately explained pay reductions (12 of the 52 workers, or 23.1 % of those still on the job at that time). Resignations in other conditions were uniformly 5% or less.
Overall Results

The data support the hypothesis derived from equity theory that workers experiencing underpayment inequity would attempt to redress it by pilfering from their employer. While workers had their pay reduced, they reported feeling being underpaid and stole over twice as much as when they felt equitably paid. There are 2 explanations for this: 
· Frustration that motivated the aggressive acts of theft; from this perspective, acts of theft may be understood as a manifestation of feelings of mistreatment.
· Attempts to correct underpayment; as such acts of theft may be interpreted as unofficial transfers of outcomes from the employer to the employee.

The data reveal a critical moderator of the tendency to pilfer - namely, the use of an adequate explanation for the pay cut. In other words, the use of adequately reasoned explanations offered with interpersonal sensitivity tends to mitigate the negative effects associated with the information itself.
Another interesting finding was that a sizable portion of the inadequate-explanation condition voluntarily left their jobs during the pay-reduction period. 
Limitations

· Because no direct evidence is available suggesting that the stolen items had any positive valence to the employees, it is impossible to claim unambiguously that the theft rates represented employees' attempts to increase their own outcomes. That is, they may have been motivated to reduce the employer's worth whether or not doing so directly benefited themselves.
· It appears that adequately explaining inequitable conditions may be an effective means of reducing potentially costly reactions to feelings of underpayment inequity. To be effective, however, such explanations must be perceived as honest, genuine, and not manipulative.
· Although it is plausible that inequity leads to stealing unless mitigated by an adequate explanation, it is impossible to statistically discount the alternative possibility that unknown preexisting differences between the plants constituting the payment groups (eg, different norms against stealing or differential acceptance of management's promise that the pay cut would be temporary) may have been responsible for the results.

· Because the adequate-explanation condition and the inadequate-explanation condition differed along several dimensions it was not possible to determine the individual effects of the various contributing factors (such as the quality of information, interpersonal sincerity of its presentation, differences in the credibility of the source).
