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St;~tement of the Problem

Productivity increases have been over-

shadowed by wage increases since 1960. In
1979, wages paid to supermarket employees
increased by ten percent while productiv-
ity barely maintained its 1978 level (@-

~e;;~~ve Grocer, p. 132-5). In that same
yea r, nearly one half (45.4 percent) of
the retailer’s gross margin went for
waqcs (Progressive Grocer, p. 89). Labor
is, by far, the largest single component
of grocers’ costs after costs of goods
sold. Rent and real estate, the next
largest cost component makes up only 6.6
percent of the retailer’s gross margin.
This data reveals the large potential
that exists for increasing labor produc-
tivity in food retailing.

Where should service-oriented indus-
tries as food retailing look for solu-
tions? To Bloom, “Management emphasis. . .
on employee motivation and personnel re-
lations generally is...an essential in-
gredient in...
(page 27).

productivity improvement”
The problem is that there

are numerous and divergent views as to
wh;,t set of personnel management prac-
tices will best elicit optimal produc-
tivity improvement. There are now even
a i]umber of views, called contingency
t’::’ories, that state that management
practices must differ according to the

situation. Although it may be difficult

to acquire agreement overall there are
some management practices generally
accepted to be both essential and basic
to labor productivity. Differences
arise, however, in the degree to which
management practices are employed (in-
tentionally or not). The most unclear
part of this, or the place of most dis-
agreement is the part played by money
versus psychic motivators toward in-
creasing productivity.

Objectives

This paper will examine some basic
management practices, the implementation
of these parctices and the place of
money and psychic motivators to achieve
increased labor productivity in food
retailing. This excercise has three
objectives:

1. to determine the degree to which
basic management practices are
being used to motivate increased
labor and management productivity,l

2. to relate implementation procedures
to the impact that these management
practices have on store success,

3. to identify the impact of monetary
and psychic motivators on increasing
labor productivity.
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Methodology

Management audits and literature
searches provided access to the “real
world” of supermarket operations while a
literature review provided background in-
formation on motivational theories and the

treatment of monetary and psychic motiva-
tors in these theories. Managerial ap-
proaches to motivation were also examined
to determine the use of presently accep-
ted management practices and the success
of these practices in their attempts to
increase labor productivity.

One hundred fifty customers, 130
employees and numerous owners and mana-
gers from three different supermarkets
were interviewed. Management audits were
used to examine each department and the
total store, along with financial data
and the general management and organiza-
tion of the store. These audits point
out how well store operations are doing
and indicate problem areas within a store
where productivity and efficiency measures
could be improved. Interviews with the
management and employees of each store
were utilized along with on-the-spot
observations to determine problem areas
of the store. Questions were also asked
of employees concerning their work, sal-
aries and opinions of the store. In
addition, surveys of employees and cus-
tomers were used as a data source.

The employee survey asked employees
about their expected duties and tasks
while the second survey was designed to
quiz customers as to the supermarket ser-
vices that were important to them and to
develop a customer service rating. These
questionnaires were designed to test the
degree to which a predetermine~zset of
!laccePted management practices were
being utilized by the stores.

The foundation of this study was
found in two general hypotheses.

1. Money will be the most effective
motivator, according to management

criterion for large work groups.
Where other motivators supposedly
work, they are either money moti-
vators in disguise or truly other
motivators not acting on the group,
but rather on individual workers
within the group.

2. At higher management levels, moti-
vators other than money will become
relatively more efficient. This
implied that a large portion of
higher salaries are interval payment
for minimum service and high fringe
benefits are more likely to be in-
kind transfers as ratio payments.

These hypotheses were tested by ex-
amining the variable relationships of the
“accepted management practices.” A posi-
tive relationship between each variable
pair was expected.

The approach used to evaluate these
variables and the results included three
levels of analysis; statistical analysis,
quantitive descriptors and descriptive
analyzes. Statistical analysis, and quan-
titive descriptors were used to analyze
the results that dealt with quantitive
variable relationships. Descriptive an-
alyses were used on variable relation-
ships where only simply observation com-
parisons of relationships were possible.

Results and Conclusions

Ten variable relationships were
analyzed to meet the first and second
objectives, determining the degree to
which accepted management practices were
being used and relating implementation
procedures of these practices to store
success (Table 1). For the first vari-
able relationship, management expecta-
tions for workers and worker’s knowledge
of these expectations, and prediction was
that the relationship wou~d be positive3
in better managed stores. As anticipa-
ted, these variables had a strong posi-
tive relationship in the better stores
and were not as strongly related in
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poorer stores. The prediction was similar
for the relationship between worker know-
ledge of management expectations and the
manager’s ratings of worker performance.
Similarly, these variables were positive-
ly related for better stores.

Labor productivity and the managefs
ratings of performance were predicted to
be positive. The results showed that
little if any relationship was found be-
tween the variables. The variable rela-
tionships of store success and the mana-
ger’s ratings, and of labor productivity
and store success were predicted to be
positive. The prediction was incorrect,
however, for the relationship between
store success and the manager’s ratings
was found to be unrelated. The analysis
neither supported nor disapproved a posi-
tive relationship between labor produc-
tivity and store success. Although it
was assumed that a store with a high level
of productivity would have a high level
of store success, the data did not sup-
port the assumption. Here, it is possi-
ble that the labor productivity measure-
ment was at fault.

The variable of customer’s service
rating and the manager’s rating of worker
performance were determined to be unrela-
ted. The prediction, however, was that a
positive relationship would be found.

The variable relationship between
labor productivity and the customer’s
service rating was neither supported nor
disproved due to an error which may have
existed in the labor productivity measure-
ments. The prediction was, however, that
these variables would be positively asso-
ciated. The variable relationships of
worker knowledge and labor’s compliance,
labor’s compliance and the manager’s rat-
ings, and labors compliance and worker
rewards were predicted to be positively
related in other stores. This research
found these predictions to be correct.

From the analysis of the variable
relationships, the conclusion was reached

that accepted management practices were
being used to motivate increased labor
productivity, and that implementation of
these practices led to store success.
Further breakdown of the variable rela-
tionships of management practices indi-
cated that those that were positively
related were more frequently used to help
motivate labor productivity. These were:

1. management expectations for workers
and workers knowledge of these
expectations,

2. workers knowledge and the manager’s
ratings of worker performance,

3. worker knowledge and labor compli-
ance to management expectations,

4. labor compliance and manager’s
ratings,

5. labor compliance and worker rewards
for meeting management expectations.

It was assumed that positive asso-
ciations of these variable relationships
in management practices would benefit
productivity since workers could not pro-
duce satisfactorily if they did not know
what to do or if they were not rewarded
when they did it. Finally, the research
revealed that positive relationships did
not exist between store success and
manager rating, or labor productivity and
manager rating.

Some stores exhibit more accepted
management practices than others in moti-
vating labor productivity. The manage-
ment practices utilized are apparently
a function of whether managers are Theory
X or Theory Y oriented. A Theory X
management style is based upon the belief
that most people disl;ke work, and, there-
fore must be closely directed to get them
to work. Theory Y, on the other hand,
assumes that people enjoy work and will
exercise self-direction and self-control
when pursuing their tasks and management
would be supportive or workers rather
than directive.
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To examine the third objective of
this study, the impact of monetary and
psychic motivators, two additional vari-
able relationships were examined. The
first variable relationship relating to
objective three was labor productivity
and group size. This relationship was
expected to be negative so that stores
with high levels of productivity would
have a smaller effective group size and
low level productivity stores would have
larger effective group sizes. The ex-
pectation was supported.

Refore the results of the analysis
are presented, however, it is important
to distinguish between effective group
size ,~nd actual group size. Actual group
size !icscribes how employees are divided
into work groups within various depart-
,nents, such as meat, produce, deli/bakery
and qrocery. Effective group size, on
the other hand, describes the “attention”
grou~:.:; that employees are placed in ac-
cording to management’s monetary and non-
mone~ary (psychic) reward policies. For
example, within the meat department,
there may be five employees, the depart-

ment head and four subordinates. If the
store manager treats each employee in an
identical manner, both monetarily and non-
monetarily, then the group’s actual and
effective group size is the same, five.
The store manager, however, may give spe-
cial attention, either personally or mone-
tarily, to two of the employees, the de-
partment head and one subordinate. Al-
though the actual group size remains at
five, there are now two effective group
sizes, one of size two and the other of
size three.

Examination of labor productivity
ratios showed that Store A possessed the
best productivity levels while Store B
had much lower levels of productivity.
Observations of group size in each store
revealed that Store A had the smallest
effective group size and Store B the
]~r~~st effective grouP size. The impact
cf ~roup size and psychic motivators was
ana”iyzed by re-examining the labor com-

pliance and worker reward relationships
for each store in conjunction with labor
productivity. In Store A, workers were
determined to be rewarded either with
promotions and merit raises, or parallel
moves into preferred work areas while
Store B employees were compensated, but
not necessarily for labor compliance.
Store A employees, however, received
additional rewards, although non-monetary
that employees in Store B did not. The
management in Store A tended to treat
each employee as an individual with en-
couragement and support given a personal
basis. In Store A, an employee was in-
volved with a serious personal problem
that was affecting his attendance as well
as job performance. Individual consider-
ation was given to this employee by the
manager at a meeting where the problem
was discussed and an effective solution
arrived at. A second example concerned
the scheduling of employee work hours.
Consideration was given to employees for
the days and the number of hours to be
worked so that family matters and school-
ing could be pursued. Store B’s manage-
ment, on the other hand, seemed to treat
all workers without consideration to
their personal needs whether they were at
the management or employee level of the
organization. Non-monetary (psychic)
rewards reduced the effective group size
so that Store A had the smallest effec-
tive group size and Store B the largest
in terms of rewards.

The foundation of this research was
the primary hypothesis that money would
be the most effective motivator, accord-
ing to management criterion, for large

work groups. Managerial non-monetary
rewards (individual attention) given to
employees tend to reduce group size. The
conclusion, then, that money is the most
effective motivator for large groups is
both correct and incorrect. It is self
fulfilling in that non-monetary or psychic
motivators reduce effective group size
leaving money as the only possible moti-
vator for large groups. It is incorrect
because psychic motivators generate more
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productivity in large groups. ..by effec-
tively making them smaller.

The secondary hypothesis was that at
lower management levels, money would be
the most effective motivator whereas at
higher management levels, motivators other
than money (psychic motivators) would be-
come relatively more efficient. As with
the first hypothesis this hypothesis was
not. supported. Money was the most ef-
fective motivator for larcje groups as
non-monetary rewards tend to reduce group-
size. Since most large groups are found
at lower management levels, money should
be-the most effective motivator because
when large work groups exist and indivi-
dual attention is not applicable, ,almost
all rewards are in dollars. Apparently,
however, where large work groups exist,
labor productivity levels are lowered.
Psychi-c motivators c~.-..b.e.;used. to div.jde,
large work groups into’kffective srnallef 4’
groups and as a consequence increase pr~j..
ductivity levels. Therefore, non-motietary
rewards could be more effectively used at
lower management levels. At higher man-
agement levels where groups are smaller . ,
and more individual situations existl ““
psychic motivators are also appropriate’.

Implications ;., ..

This study has attempted to provide
a descriptive foundation of some basic
management practices, the implementation
of thes’e practices and the place of money
and psychic motivators to achieve in-
creased labor prodtictivity. Many para-
meters and variable’ relationships have
been identified that could be used in an
efficient evaluation of productivity-
motivating practices.

Money was identified to be a more
effective motivator in large work groups
because of its ability to reward without
discrimination. In smaller effective
work groups, psychic motivators can be
used more effectively. Labor productiv-
ity in large groups, however, has been
determined to be at lower levels than

in smaller effective work groups. Psychic
motivators can be used as an effective
means of increasing labor productivity in
large work groups. Monetary rewards
would compensate individuals on a univer-
sal basis within the group and psychic
motivators would decrease the effective
group size while increasing productivity.

Analysis of the variable relation-
ships has shown that store managements
differ in their successful use of these
accepted management practices. This
study has revealed that Theor,y Y manage-
ment approach may be most helpful in the
efficient use of accepted management
practices for boosting supermarket

. .ecnpl~yee productivity levels.

FOOTNOTES

,.4 ..,,., .. l:Here?f$en$ irefeFences to labor
‘“:’prbdtictiv ity””ca+~’’ be:ihter~reted to mean
~J$man~gemep,t,.-,as well as employee produc-

tivity. ‘

‘The variable relationships of “ac-
, , cqpted,management practices” were sum-

~rjjzed,,in an earlier study by Lynn W.
,Robb’inns, Associate Professor in Agricul-

~ura}, Economics at the University of
i@n$ucky,. ;,,These management practices
are those that were expected to be found
h“ the stores as indicated by the hypothe-
sized positive relationships.

3A positive relationship between
two variables indicates that”
bles are consistent with one
that if one variable has a h
value, then the other variab
be high (low).

4A distinction was made

the varia-
another in
gh (1OW)

e would also

between
those stores that were better managed
and those stores that were not, as it
was felt that many of the variable rela-
tionships would be found to exist in the
better managed stores, but not in the
poorer stores. This distinction was
based upon on-the-spot observations by
the audit team and through interviews
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with the management and employees in each
store. In addition, each store’s store
success ratio was examined to reinforce
the difference. Store A was determined
to be the better managed store with a
store success ratio of 1.02 followed by
Store C and then Store B with store suc-
cess ratios of .8o and .52 respectively.
Store success ratio is defined as weekly
average departmental or total store sales
divided by the industry standard.

‘Labor productivity was measured by
labor expense as a percent of total store
sales and industry standard data for this
ratio.
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Introduction

This paper is one of several reports
resulting from research contracted by the
Nationai Science Foundation - Research
Applied to National Needs (NSF-RANN) to
establish estimates of the general magni-
tudes and locations of “food losses” oc-
curring in the food distribution system.1
it presents a brief overview of the objec-
tives and the procedures used, as well as
summarized findings from the study. Due
to the large size of the study and the
broad spectrum of food marketing inl
mation collected and analyzed, only
lights of the results and their imp’
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tions are provided
findings, in turn,
economic principles

n this report. The
llustrate several
that must be consid-

ered in any discussion of “food loss”
prevention or reduction. Finally, a
number of requisite needs are identified
which must be met before significant re-
ductions in food losses can be attained
on a systems-wide basis.

The Study

“Food losses “ is a term that is sub-
ject to many interpretat
poses and nature of this
the use of a number of d
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