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A NOTE BEFORE YOU READ

This work is offered for education and leadership development. It is not legal, financial, accounting, investment, medic-
al or psychological advice; take the advice of a qualified professional who knows your circumstances. Companies and
events are described from the public record as the author understands it; characterisations are the author’s analysis. Ex-

amples are illustrative, and no particular outcome is promised to any reader.

ABSTRACT

Every leader who starts a participation system will, at some point, be asked whether it worked. The
question usually arrives late: at a budget meeting eighteen months in, from a new chief executive, from
a board member who was not there at the start. By then the honest answer is often unavailable, because
nobody wrote down what the organisation looked like before, what it expected, or what else happened
in the meantime. The leader is left to answer from impression, and impression is the weakest evidence
there is. This chapter is about answering that question well, and about arranging matters at the start so
that it can be answered at all. It is the measurement companion to the field manual in Chapter 8. It
covers what to count, how to establish a before, how to read a change against the background of
everything else that moves, how researchers have done this in the published studies, and how to read

your own results with the same honesty this book has tried to apply to theirs.
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HOW TO KNOW IT WORKED

The question nobody asks on time

Every leader who starts a participation system will, at some point, be asked whether it worked. The ques-
tion usually arrives late: at a budget meeting eighteen months in, from a new chief executive, from a board
member who was not there at the start. By then the honest answer is often unavailable, because nobody
wrote down what the organisation looked like before, what it expected, or what else happened in the

meantime. The leader is left to answer from impression, and impression is the weakest evidence there is.

This chapter is about answering that question well, and about arranging matters at the start so that it can
be answered ac all. It is the measurement companion to the field manual in Chapter 8. It covers what to
count, how to establish a before, how to read a change against the background of everything else that
moves, how researchers have done this in the published studies, and how to read your own results with the

same honesty this book has tried to apply to theirs.

Ammanuel Santa Anna's Ecstatic Economics has a passage on national wellbeing budgets that serves as a fair
warning for the whole subject. After describing what such budgets measure and Why it matters, it turns to

their limits:
7716 ﬂamework iS necessary but not SMﬁCi(le[.’LZ

A measurement plan is the same. It will not make a participation system work. It will tell you, with some
confidence, whether it did, and where it did not. That is worth a great deal, because a system whose effects

cannot be shown will be cut by the first person who doubts it.

What to count
There are four families of measure, and a participation system should keep at least one from each.

The vital signs of the circulation. These are the measures Chapter 4 named for the up-current and the an-
swer, and the secretary in Chapter 8 keeps them from the first week. Ideas received per month. The num-
ber of different people who contributed. The share answered within the agreed time. The share declined
with a reason. The share implemented. The share of implemented ideas whose effect was reported back to
the person who had them. And, from the work of Jeffrey Arthur and Lynda Aiman-Smith on suggestions

over time, the share of ideas that question a process rather than fix a faulc within ic.3

These are the carliest signals. They move within weeks. If they do not move, nothing else will, and a leader

WhO Watches Ol’lly the outcome measures WIH 16211‘1’1 thiS months too late.

The work. The measure chosen in phase four of Chapter 8, and its neighbours: defects or errors per thou-
sand units of output, rework, minutes of downtime, waiting time, complaints, output per hour where out-

put can be honestly counted. Robert Kaufman's survey of 112 Improshare firms and Larry Hatcher and
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Timothy Ross's single-plant study both located much of the gain in quality and in machines standing idle

less often. % These are likely to move before output per hour does.

The people. Employment, voluntary turnover, absence, grievances, accidents. Michael Schuster's study of
up to nine years of a Scanlon plant found employment and turnover stable while productivity rose, and he
presented that stability asa ﬁnding in its own right.ﬁ Hatcher and Ross reported a signiﬁcant fall in griev-
ances at the moment their plant changed its pay system.” And Jeffrey Arthur and Gregory Jelf published a
study in the Journal of Labor Research in 1999 whose title states its subject: the effects of gainsharing on
grievance rates and absenteeism over time.” These measures matter for a reason beyond what they show
about the system. A productivity gain achieved by cutting peopie, or by wearing them down, has moved
value from one group to another rather than creating it. Counting the people is how an organisation

knows which happened.

The relationship. Actitudes, trust, commitment, intention to leave, the sense that it is safe to say a process
is wrong. These are measured by survey, and surveys are the weakest of the four families because people an-
swer them strategically and because the questions shape the answers. They are still worth keeping, for one
reason: the most striking finding in this literature is about them. Susan Hanlon, David Meyer and Robert
Taylor found, three months after a group bonus was withdrawn, higher moral commitment, more prosocial
behaviour and less intention to leave among the people who had been under the plan than among a control
group.”® Chapter 4 read that as the circulation outliving the money. It could only have been seen because

somebody measured attitudes before, during and after.

Santa Anna's book, in the passage on wellbeing budgets, makes a claim about this family that a measure-

ment plan can test rather than assume:
Trust, it turns out, is extmordinarily ejﬁcient. Suspicion is extraor inarily expensive.”

The sentence is the author's judgement, not a measured result. A unit that keeps measures from all four
families is in a position to see, over two or three years, whether it holds in its own case: whether the

months in which the vital signs were strongest were also the months in which grievances fell and defects

fell with chem.

Why a before matters more than an after

The single most common error in judging any change inside an organisation is to compare one average

after with one average before and call the difference the effect.

The difﬁculty is that almost everything moves. Defect rates drift with the age of equipment. Output varies
by season. Grievances rise in the months after a reorganisation elsewhere. A new supplier, a new product, a
new manager two floors up: each can move a number by more than a year of good ideas. Compare one

quarter before with one quarter after, and you may be measuring any of these.
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The researchers whose work this book relies on dealt with this in two ways, and a leader can borrow both.

The first way: watch the line, not two points

Schuster's study of the Scanlon plant, Hatcher and Ross's study of the plant that left piecework, and a 1988
study by John Wagner, Paul Rubin and Thomas Callahan whose title describes its method as an interrup-

ted time series analysis of magnitude and trend, all used the same family of technique. 752

In plain words, an interrupted time series works like this. Collect the measure at regular intervals, monthly
or weekly, for a long period before the change. That period shows not only the level of the measure but its
trend and its ordinary variation: whether it was already improving, how much it wobbles from month to
month, whether it has a seasonal pattern. Then make the change and keep collecting. Now ask two ques-
tions. Did the level step up or down at the moment of the change, by more than its ordinary wobble? And

did che trend after the change differ from the trend before ic?

A step at the moment of the change is harder to explain away than a slow drift, because most background
forces do not happen to begin on the day a system is introduced. This is why Schuster's word "abrupt”, dis-
cussed in Chapter 5, carries weight. The level of output per hour stepped at the point the plan began. And
a change in trend tells you something different: that the system did not merely produce a one-off gain but

altered the rate at which things improve, which is what a working circulation of ideas should do.

The technique has limits a leader should know. It needs a long before: researchers typically want many data
points on each side of the change, which is why Chapter 8 asks for at least three months of collection be-
fore the committees are formed and prefers a year. It cannot rule out a background event that happens to
coincide with the change. And when several things change at once, as they did in Schuster's plant, where

the committees and the bonus began together, it cannot tell you which of them produced the effect.

A unit can do a simple version of this without statistical software. Plot the measure, month by month, for
as long a before as exists. Mark the date of each phase in Chapter 8: the answer rule, the posted measure,
the committees, any design adopted after a vote. Mark every outside event the measurement group noted.
Then look. A line that was flat and steps down after the answer rule, with no outside event at that poin, is

a different StOl‘y ﬁ'Ol’Il a line that was already falhng at the same rate before anything began.

The second way: find a comparison
The stronger design is a comparison group: a similar unit, at the same time, that did not adopt the system.

Susan Hanlon and Robert Taylor's 1991 study of a self-designed gainsharing plan at a priority package de-
livery firm, described in its abstract as the first reported gainsharing study to use control groups and pre-
and post-tests in a quasi-experimental field study, found that in the first six months positive job-related
communication and the communication of ideas increased among the people under the plan£ The 1994

follow-up with David Meyer is the study, cited above, that kept measuring after the bonus was with-
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drawn.” And M. M. Petty, Bart Singleton and David Connell published in the Journal of Applied Psychology
in 1992 what their title calls an experimental evaluation of an organisational incentive plan in the electric

utility industry.m

A comparison group answers the question an interrupted time series cannot: what would have happened
anyway? If both units' defect rates fell by the same amount in the same months, something other than the

system was at work. If only the unit with the system improved, the case is scronger.

Most organisations cannot randomise which units adopt a system, and should not try. But many have a
natural comparison: a second site, a second shift, a department that will start a year later. Where one ex-
ists, collect the same measures in it, from the same date, with the same care. Starting the system in one
unit first and another a year later is not only a sensible way to learn; it gives the organisation its own com-

parison for free.

A comparison is never perfect. The comparison unit knows it is being compared, which changes behaviour.
Managers talk to each other, and good practices spread. Units differ in ways nobody listed. The honest

reading of a comparison is that it narrows the range of explanations. It does not close it.
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The survivors, again

HAUTE LUMIERE - THE GAIN WAS ALWAYS SHARED - CHAPTER NINE

The survivors, again

Chapter 3 named the fifth critique of gainsharing as a problem in the evidence itself: case studies are pub-
lished more often when the plan worked, and surveys of current users cannot reach the firms that gave up.
Kaufman's 112 Improshare firms were those still known to be using the plan in 1988 who chose to reply.#

Bullock and Tubbs's thirty-three cases were the ones somebody published £

The same bias operates inside an organisation, and it is worth naming because it is the one most leaders do

not see.
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Inside a unit, the ideas that get remembered are the ones that worked. The committee meetings that get
described are the good ones. The supervisor who resisted and was moved is no longer in the room when the
system is reviewed. The people who left in the first year, perhaps because the system asked something of
them they did not want to give, perhaps because it did not ask enough, are not surveyed in the second.
Every review of a system conducted only from the inside, by the people who remain, is a survey of surviv-

ors.
Three habits counter it.

Keep the declined ideas. The secretary's ledger in Chapter 8 records every idea and every answer, not only
the adopted ones. A review that reads the declined ideas, and asks how many were declined for good reas-

ons and how many because nobody wanted to deal with them, sees what a review of successes cannot.

Ask the leavers. Every person who leaves the unit in the first two years is asked, in a short conversation
with someone outside their line, what they thought of the system and whether it had anything to do with

their leaving. Most will say no. The ones who say yes are the evidence a survivor survey cannot reach.

Count the stops. Committees that stopped meeting. Supervisors who stopped answering. Months in which
the measure was not posted. Every interruption is recorded with its date and reason. A system that has

never been interrupted is either very well run or not being watched c]osely.

Medians, means and the size of a claim

When Kaufman reported Improshare's results, he noted that mean productivity increases were larger than
median increases and followed the same patctern Chapter 5 drew the practical lesson: if you use one fig-
ure from that study to think about your own firm, use the median, and treat even that as an upper estim-

ate.

The distinction matters inside a unit too. Suppose a plant has six lines. Five improve a litcle. One improves
a great deal, because its machine had a fault that a single idea fixed. The average improvement across six
lines looks impressive. The typical line improved a little. Both statements are true. A leader who reports
only the average will be believed until someone looks at the lines one by one, and then will not be believed

about anything,
Report, at minimum:

« the median and the range, not only the average;

« the number of units, lines or teams the figure covers;
« the period, with its start and end dates;

+ the outside events noted during that period;

« what the figure cannot show.
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That last line is the habit of every note in this book, and a leader can adopt it without any training in stat-
istics. A figure accompanied by a plain statement of its limits is more persuasive to a sceptical board than a

larger figure without one, because it shows the person presenting it has already asked the board's question.

Writing the expectation down first

HAUTE LUMIERE - THE GAIN WAS ALWAYS SHARED - CHAPTER NINE
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Writing the expectation down first

Chapter 8 asked the unit leader, secretary and finance person to write down, before the committees were
formed, what they expected to change over the next year, by how much and by when, and to file that page

where it could not be revised. It is worth saying why this single page matters so much.

Without it, every result can be read as a success. If defects fell by a tenth, that was the goal. If they fell by a
fiftieth, the real goal was cultural. If they did not fall at all; the system has laid foundations whose effects
will show later. Each of these readings may be true. None can be checked, because the expectation was

formed after the result was known.

With it, the review has a fixed point. Expected ideas per month against actual. Expected median days to
answer against actual. Expected change in the measure against actual. Where actual fell short, the review
asks Why. Where it exceeded expectation, the review asks whether something else was happening. Either

way, the organisation learns something it could not have learned by looking only at the result.

This is the discipline of a pre-registered study, applied to a single unit. It costs one page and one hour. It is
the cheapest protection available against the most common error in judging change, which is deciding

what you meant after you see what happened.

Reading a mixed result

Most results will be mixed. The vital signs will rise and the measure will not move. Or the measure will im-

prove and grievances will rise. Or everything will improve in one unit and nothing in another.

Chapter 4 offered a reading that helps here: a failing system is not a verdicg, it is a location. Read a mixed

result by asking where the circulation has blocked.

« Ideas are not arriving, or arrive from only a few people. The up-current is blocked. The usual causes are
that the answer rule is not kepe, or that it is not yet safe to say a process is wrong. Look at the on-time

share and che declined-without-reason count first.

« Ideas arrive and are answered, but few are implemented. The committees cannot act. Look at the

budget limit and at who holds the decisions above it.

« Ideas are implemented, but the measure does not move. Either the measure is not one the unit can
affect, or the ideas being implemented are small fixes that do not touch the measure. Look at whether

the measure passes the test in Chapter 2, and at the share of ideas that question a process.

« The measure moves, but people do not believe it. The books are not open enough. Look at whether the
finance person explains the number every month, and whether anyone has asked to see the record and

been refused.
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« Everything moves, then levels off. The plateau Kaufman's firms reported. Look at training across

boundaries and at the second-order ideas, as Chapter 8 describes.

« Outcomes improve, but people measures worsen. The gain may be coming from people racher than for

them. Look at absence, grievances, accidents and turnover, line by line, before reporting any success.

Santa Anna's book offers a personal practice that maps onto this reading at the scale of one life. In the
weekly Vitality Inventory, the reader reviews the economic events of the week and asks of each whether it
generated or depleted vitality, and the book says the practice builds a map more reliable than a spreadsheet

because it measures
the quality of aliveness that Your economic life produces.ﬁi

The claim about reliability is the author's. The structure of the practice is useful for a unit. A quarterly re-
view that asks of each measure not only whether it rose but whether the people producing it are more or
less able to keep producing it is asking the question the people measures exist to answer. Chapter 11 returns

to the Inventory at the scale of a household.

Presenting the evidence to someone who was not there

The moment this chaptcr bcgan with, the question from a new chief executive or a sccpticai board, de-
serves a final word, because it is where measurement either protects a system or fails to. Chapter 10 gives

the conversation in full; here is what to bring to it.

Bring the line, not the average: the monthly measure plotted from the earliest data, with each phase and
each outside event marked. Bring the viral signs, month by month. Bring the peopie measures. Bring the
sealed expectation and the comparison with what happened. Bring the comparison uni, if there is one.
Bring the declined ideas and the leavers' answers. And bring, ina single paragraph, what none of this can

show.

A system presented this way does not need to claim more than it achieved. It needs only to show that the

organisation has been watching itself honestly. That is rare enough to be persuasive in its own right.

The Tool: The Honest Reading

A quarterly review, two hours, conducted by the screening committee with the sponsor. Fill every line

from the secretary's ledger and the posted measure. Where a figure is an estimate, mark it as one.
1 - The before
« Months of data collected before the answer rule began: ___ - before the committees: ___

Was the measure already improving before anything began? yes / no / unclear - evidence:
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Sealed expectation opened (date filed):

2 - The vital signs this quarter

« Ideas received ___ - from how many different people ___ - team size ___

__ % - declined with reason ___ - declined without reason ___

« Answered on time _

« Implemented ___ % - effect reported to the person ___ of

« Ideas marked as questions about a process ___ of ___

3 - The work
» The chosen measure: median across units ___ - range ___ to ___ - number of units ___
« Defects or errors per thousand ___ - downtime minutes per shift ___

« Plotted monthly with phases and outside events marked? yes / no

Did the line step at any phase? which: - by more than its ordinary month-to-month variation? yes / no

Did the trend Change after any phase?
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4 - The people
« Headcount start ___ - end ___ - voluntary leavers ___
« Absence rate this quarter ___ - same quarter last year ___

» Grievances ___ - same quarter last year ___ - accidents ___

Roles removed by implemented ideas ___ - where each person went:

5 - The comparison

Comparison unit, if any: - same measures collected from the same date? yes / no

Change in the comparison unit over the same period:

6 - The survivors

« Declined ideas reviewed: ___ - declined for reasons the committee would now reverse: ___

Leavers asked about the system: ___ of ___ - said it played a part: ___ - what they said:

Interruptions this quarter (committee missed, measure not posted, answers late), with dates:
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7 - Expected against actual
MEASURE EXPECTED (SEALED) ACTUAL GAP
Ideas per month
Median days to answer
Share implemented
The chosen measure

VOlllTlt ary turnover

8 - Where the circulation blocks

« First stage where flow falls off: ideas / answers / implementation / measure / belief / people

One change fOI' next quarter: - Owner:

9 - What this reading cannot show

In one paragraph, the alternative explanations this quarter's evidence cannot rule out:
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