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The paper examines rationales for team participation and the effects of team composition on productivity using novel data from a garment plant that shifted from individual piece rate to group piece rate production over three years.

Most previous studies have focused on the free-rider problem, which arises when actions taken by team members are not observable. However few studies have systematically examined the impact of team composition on output (there are some on law firms or medical group partnerships). This study is using an empirical approach to address the following questions:
· To what extent does the adoption of teams increase or decrease productivity?

· How does team composition affect productivity?

· Are teams more productive if the members are homogeneous, or should teams be formed with a mix of high-ability and low-ability workers?

· Will high ability workers leave the firm when it implements a team production system?

The study utilizes the 288 personnel records of the Koret Company in Napa, California. Between 1995 and 1997 the facility changed the organization of its sewing activity to module production. Groups consist of six to seven workers who form a team voluntarily and receive a group piece rate. Sewing machine are arranged in an U-shape. Initially group working is optional. The study also observes pre and post-group performance.
Observations:

· Adoption of teams improved worker productivity by 14% on average
· Productivity improvement was greatest for teams that formed early and diminished in teams that formed later

· High-ability workers tended to join teams first, despite loss in earnings in some cases. Still they were no more likely to leave the firm after joining a team.

· More heterogeneous teams are more productive, (when average ability is held constant). High ability workers seem to improve team productivity more than low ability workers do.

Results indicate that free riding does not appear to be the dominant behavioural response at Koret.
· Ease of peer monitoring, strong self control (workers are more aggressive than managers at disciplining team members)

· Production facilitated by technical and collaborative skill, mutual learning

· Group work offers nonpecuniary benefits (social interaction, less repetitive)

· Better quality, because errors are noticed earlier

The study concludes that it is feasible for a firm to reduce turnover and increase production by introducing team production. Group work is considered as a complex behavioural phenomenon that involves multiple interacting mechanisms.
