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· This article develops and tests a model of how commonly used incentive schemes affect workers’ choices to help one another.
· The evidence from the research run consistently supports the hypothesis that helping efforts are reduced, while individual efforts are increased, when promotion incentives are strong.

· Piece rates and profit sharing appear to have little effect on helping efforts, while task variety and helping efforts are positively correlated.
Theoretical Model

· two workers that might compete for a promotional prize

· each agent selects two types of effort: its own (which directly increases his or her own measured contribution to output), and the helping effort (increases the measured contribution of the other worker)

=> In essence, help by worker 1 increases the productivity of worker 2, and worker 2 receives at least partial credit for this increase even though it was in fact due to worker 1’s help.
· It is important the notion that increasing incentives for one type of effort will increase the cost of other types of effort.
· Theoretical equilibrium implies:
· A larger promotional prize reduces helping
· Piece rates reduce helping efforts indirectly, by raising own effort and thereby the opportunity cost of helping
· Tournaments have the greatest absolute value effect on helping incentives – not only by raising the opportunity cost of helping, but also by directly punishing the agent for helping
Data and Methodology

· Data used from 1988 survey of non-supervisory employees at 23 workplaces in Australia (skewed toward manufacturing: 82% of respondents are employed in that industry).
· Individual respondents were later classified into work groups based on  additional research

· The questionnaire included 11 items addressing the behaviour of fellow employees 

· The authors were able to extract individual levels of help by subtracting perceived help provided by others from a measure of overall work-group help.
· Additionally, prizes take the form of ex post differences in compensation between “winners” and “losers”.
Findings

· Piece rate - negatively related to helping efforts but it is not statistically significant.

· Share scheme coefficient is, contrary to predictions, negative but statistically insignificant.

· More consistent with theory predictions, prize coefficient is negatively and significantly related to helping efforts, suggesting that tournaments indeed discourage helping efforts.

· The task variety variable attracts a positive and significant coefficient, consistent with the notion that a broad range of tasks increases potential gains from trade in helping efforts.
However…
· Alternative proxies for task variety were considered, and proved to be positive, but statistically insignificant.
· The model was applied to the smaller sample for which there are no missing data.
· Evidence suggests that strong unions might inhibit help through narrow and tightly enforced job classifications (related to the classification of work groups).
· Helping effort question was stated negatively (workgroups were help is never requested or received might be coded as always helping since members “never refuse” to help)

Efficiency wage explanation
· Testing for absenteeism: reductions are often associated with share schemes

· A standard efficiency wage variable fails to attract significance in absence equations = supports the notion that the “prize” result should not be attributed to efficiency wages

Conclusions

The key finding of this article is that worker decisions to help one another are strongly influenced by promotional-based incentives. The data do not support the hypothesis that simple and repetitive jobs induce workers to help others as a way to alleviate boredom or more generally to utilise spare productive capacity. The insight is that firms in which helping is relatively important will optimally choose a small prize for promotion and will exhibit relatively low levels of individual effort and high levels of helping.
