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PREFACE 

This study is concerned with the delineation of a model for 

participatory management integrating Management by Objectives and the 

Scanlon Plan as applicable to management practices in the community 

college. The primary purpose of the study is to explicate a series of 

organizational alternatives which provide extended options for improved 

institutional productivity. A management model format is used both as 

a mechanism for expository development and as a construct for alter­

native implementation. 
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CHAPTER I 

INTRODUCTION 

Managerial efficiency as observed by Lombardi (1973, p. 75) has 

become an overriding aspect of community college leadership. 

Community college educators have been looking to management 

reforms, many of which have been adopted from business practices. In­

service training programs for administrators have become as common as 

those for instructional staff. Leadership and training programs have 

included units on "labor relations, squeezing unit costs, efficient 

production, meeting impossible budgets" (Tickton, 1971, p. 13). 

Ness in the Forward to Jellema (1972, p. vii) writes that the 

higher education community has been frequently criticized for failing 

to observe the principles of effective management, particularly in 

times of financial stringency. 

Two aspects of current management practice, Management by Objec­

tives and the Scanlon Plan, are presented in this paper. Each concept 

is presented separately; then, an integrated model is developed empha­

sizing the complementary processes of participatory decision-making in 

the community college. 

Participation in decision-making by those affected has been a 

theme of some significance in industrial and educational literature 

during the past two decades. 

One early point of departure in looking at and making judgments 
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about managerial behavior stemmed from the research of Mayo and 

Roethlisberger (1939, po 396). This and related research started the 

search for new and better managerial patterns by making the supervisor 

mio:re aware both of the social organization and of man as a humanistic 

being rather than merely an economic or technological unito Research 

on leadership styles supported the notion that humanistic values play a 

key role in managerial behavioro These studies led to the identifica­

tion of different styles of managing, especially two different and 

opposing styles: autocratic and democratico Gradually, the concepts 

or results-oriented management and Management by Objectives became 

popularo 

Peter Drucker made a key point that progress occured only when the 

manager and his subordinates agreed upon, and were committed to~ firm 

and meaningful goals--goals which were responsive to needs and oppor~ 

tunitie:so This commitment and agreement suggested some kind of 

dialogue. Drucker (1954) made it clear that giving orders per se was 

not enougho 

McGregor (1960) clarified the basic issues around which many 

debates had been occurring for over half a centuryo He explained the 

behavior of many managers by pointing out that they were. responding to 

one of two basic sets of assumptionso 

His Theory X assumptions, as he called them, held that~ 

Ao In general, people have an inherent dislike for work, 

and they try to escape it whenever possibleo 

Bo Most people like to avoid responsibilityo They are 

essentially passive and need to be pushed in some 

fashion if they are to moveo 



He described a second set of assumptions as Theory Yo 

A. Work is natural. People are not passive by nature 

but prefer to be active and involved. 

B. The individual is capable of self-direction and self­

control, and does not necessarily need pushing and 

directing in order to move forward. 

c. The average individual will seek involvement and 

responsibility, and has a desire to contribute to 

meaningful activity. 

Odiorne (1965) wrote that business management takes place within 

an economic system that provides the environmental situation for the 

individual firm. This environment imposes new requirements on 

companies and on individual managers. He states further that 

Management by Objectives is a way of managing aimed at meeting these 

new requirements. 

In 1972 Campbell commented that those affected by a decision 

should participate in its formulationo Attention was called to human 

relations and democratic practices as gaining favor in management 

processes. 

The participating management approach, as briefly illustrated by 

the above references, has been reviewed by numerous persons in higher 

education, particularly those in management roles, as a viable and 

resourceful methodologyo 

Lahti refers in his 1973 publication, Innovative College 

Management (p. 1), to " ••• our colleges, laboring under a confidence 

crisiso" He refers to the "inward turmoil of hostile and confused 

constituencies." A number of management problems are asserted as 

3 



typical. His solution, in a major degree, is to align the educational 

management process with the industrial systems approach, following a 

participatory style oriented to goal-setting and performance assess­

ment. 

4 

Henderson and Henderson (1974, p. 215) refer to a model drawn from 

recent theory relating to organization (Likert, 1961), described as a 

group participative plan. The assumptions of this model are that a 

college or university is an organization with a variety of goals, that 

it requires reasonable unity as to goals, and that it is composed of 

professional men and women, and students, who voluntarily associate 

with each other because of commitment toward the overall goals. 

"The group participative model of governance is in accord with some 

of the best traditions and expectations in American higher education," 

according to Henderson and Henderson (1974, p. 216). The plan implies 

the formation of an organizational structure through which participation 

of individuals or of representatives from subgroups may assume genuine 

responsibility .as part of the decision-·making process. The morale of 

the total organization depends to a considerable extent on the satis­

faction of the member of the organization, and good morale is essential 

for securing optimal results. 

The group participative plan is not seen as involving complete 

democracy. It is not a plan under which everyone votes on every 

decision. Instead, in implementing the plan, a method must be found 

for streamlining the participation in decision-making. This is seen as 

a problem by Henderson and Henderson (1974, p. 217), because it is 

difficult to assure genuine representation from all parties. Likert 

(1961, pp. 113-115) suggested that the administrative structure be 



woven together through interlinking pinso He suggested that each 

subgroup have a representative in the next higher functional groupo 

Thus, the purpose of this paper is to focus upon participation 

management as a useful concept for administrators in community college 

educationo Management by Objectives will be reviewed so that an 

alternative approach can be formulated offering a better "fit" for 

issues facing the college administrator of the 1970'so 

5 



CHAPTER II 

REVIEW OF THE LITERATURE 

Management by Objectives is the particular participatory manage­

ment technique viewed by the previously listed sources as a desirable. 

systems type approach to the issue of integrating processes with people 

toward a more humane and effective management style. Kazmier (1969, 

p. 349) related the systems approach as an analysis of wholes rather 

than parts, and as directed toward discovering and explaining the 

nature of the multiple relationships among the components of a system. 

On the more general subject of "systems," Odiorne (1971, p. 13) 

assessed that, of the numerous kinds of systems which could fall 

within a general systems theory, the cybernetic (or feedback) system 

is usually identified as the most typical. In proceeding to describe 

such a system, that known as Management by Objectives, an examination 

of the economic and behavioral aspects within a systems approach to 

industrial and educational management is customary. 

Chruchman, Ackoff, and Arnoff (1957, chaps. 2 and 7) see such a 

system as a regularly interacting or interdependent group of items 

forming a unified whole. The subsystem in turn is accomplished by 

imbedding one system within another. The elemental system unit is the 

input-activity-output paradigm. 

Cleland and King (1972, p. 35) assert that the various parts of a 

system must be linked together in order for them to interact and be 

6 



interdependent. "Inputs" to a "transformational unit (activity)" 

produces, in turn, "outputs." The inputs and outputs may be physical 

in nature, as with materials or energy, or they may be informational. 

Odiorne (1971, p. 15) elaborates on the Management by Objectives 

approach as follows: 

1. In human organizations, there seems a normal tendency 
to start out with a visible output expected, a visible 
objective. As one engages in the activity designed 
to produce the output, the activity becomes an end in 
itself. Educational management sometimes seems to 
fall victim to this "activity trap." 

2. In the activity-centered organization, the average 
manager and subordinate manager will not be in agreement 
on what that subordinate is supposed to produce, in a 
given area of responsibility. 

3. A characteristic of the most effective organizations 
is that more people in these organizations are in 
agreement with their supervisors on objectives than 
in less well-run organizations. Clarity of objectives 
between all links of individual managers is more likely 
to produce cumulative clarity of objectives. 

4. When an individual finds out how his performance is 
measured, his performance will improve. 

Longnecker (1969, p. 556) states that Managemerit by Objectives 

7 

is one management approach that tends to minimize undesirable behavioral 

effects. He comments that the principal feature of this type of 

management is the establishment of specific performance goals for each 

position, particularly for each managerial position. Rather than 

applying control from above, the emphasis is placed upon control from 

within. The stress is upon accomplishment and results. 

Nuener, Keeling, and Kallaus (1972, p. 654) present a summarization 

of the "Goal-setting method, or Management by Objectives": 

••• a number of short-range goals or objectives are 
established that appear to be within the capabilities 
of the worker. The goals, which may be established by 
the employer, the supervisor, or both, become the job 



performance standards upon which the employee is 
evaluated for the period of time for which the goals 
were established. The method rests on the premise that 
the only real measure of how an individual performs is 
whether he achieves specific results. Thus, the goal­
setting method is results-oriented rather than trait­
oriented. Although not practical for use at all levels 
and for all kinds of work, the method provides for 
systematic goal-setting and performance reviews that 
concentrate upon the work accomplished, rather than upon 
problems exemplified by personality traits and character­
istics. 

Lahti (1972, p. 43) in College and University Business, 

suggested that some of the attraction to the (MBO) system for educa-

tional administrators developed for two reasons: Concepts of the 

system have been used with notable success in private industry; and 

basic definition of the system and a preliminary review of its 

processes suggest its adaptability to higher education management. 

The influence of Management by Objectives on the current scene 

within the management levels of community and junior colleges would 

have to be judged as considerable and of importance as marked by 

several criteria. 

Professional associations such as the American Association of 

Community and Junior Colleges, the American Association of Higher 

Education, and the North Central Association of Colleges and Secondary 

Schools have featured symposia on aspects of Management by Objectives. 

In 1970 Title III funding supported the GT-70 group in implementing 

the concepts of MBO. During the past year, Harper College, of which 

Dr. Lahti is President, has sponsored three workshops and each has 

been widely attended by college administrators. Numerous "how to do 

it" publications have appeared--exemplified by Varney (1971), Deegan 

(1973), and Leverenz (1973). 

8 
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Two issues, or concerns regarding Management by Objectives, are to 

be cited here. One is implied in the somewhat abortive deliverance of 

MBO from industrial to educational management, and the other seems to 

evolve from that inherent shift from measuring things (material) to 

measuring people. 

Lahti (1972, p. 44), who has been directly involved with implementa­

tion of the system on his own campus at Harper for the past five years, 

states three observations: (1) Objective-setting is not easy on the 

educational scene; (2) There is the danger of single-mindedness in 

ascribing higher goals; and (3) There is an apparent lack of management 

development. 

Levinson (1970, p. 125) indicated that because it (MBO) is based 

on a reward-punishment psychology, the process of Management by 

Objectives in combination with performance appraisal is self-defeating. 

He believes that this technique seems simply to increase pressure on 

the individual, and he calls for an examination of the psychological 

assumptions underlying them, by extending them to group appraisal and 

appraisal of superiors by subordinates, and by considering the perscnal 

goals of the individual first. 

A similar question is raised by Apple (1972, p. 10) when he poses, 

"Can systems management techniques adequately treat the usual dimension 

intertwined with educational practice and decision-making?" 

Thus, the problem to be pursued centers about the determination of 

a more appropriate model for participatory management by community 

college personnel--one that involves all levels and categories of 

administrators, faculty and staff, and one that is commensurate with 

and compatible to the personal needs of all personnel. The Scanlon 
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Plan was proposed. 

Statement of the Problem 

What issues, in terms of "appropriateness," are encountered in the 

delineation and application of an integrated model for decision-ma.king 

to the community college setting, combining the systems approach, 

Management by Objectives, and the Scanlon Plan? 

Type of Research 

The methodology in this study was that of description and 

delineation. A systems model was constructed following a specified 

format. The construction of the model has employed inductive and 

deductive processes for determining which elements of the management 

system are sufficiently important to be incorporated. 

Cleland and King (1972, p. 50) define a management model as a 

representation of a system which is used to predict the effect of 

changes in certain aspects of the syste.m on the performance of the 

system. 

Models of systems are viewed as an intrinsic part of the manager's 

life--models represent systems, and as such, they can be manipulated, 

experimented upon, and used to predict ways in which real systems 

cannot. 

The model type to be followed is deemed by Jellema (1972, pp. 34-

35) as the best for organized research in a policy-making environment 

that is associated with contemporary decision-making theory, although 

its basic frame-work dates back to antiquity. 

The particular management model to be followed in this study is 
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that presented by Morell (1969, pp. 173-174). An outline is as follows: 

I. Statement of relevant facts. 

II. The statement of the problem. 

III. Statement of alternatives available. 

IV. Final decision. 

V. Final verification. 

VI. Implementationo 

In substance, Part LA. will, in terse yet complete statements, 

enumerate the salient elements of Management by Objectives. Part I.B. 

will similarly enumerate the strengths perceived within the system, and 

Part I.C. will enumerate the weaknesses. 

Part II will assert, in a single interrogative sentence, the 

problem, specifying one or more goals. 

Part III will present an enunciation of the Sca;nlon Plan with an 

appropriate elaboration of the advantages and disadvantages of this 

plan as comprising the statement of alternatives. 

Part IV, the final decision, will affirm by summation the telling 

elements of the combined model--integrating Management by Objectives 

elements compatible with those of the Scanlon Plan. 

Part V, the final verification, will be a brief statement of major 

reasons for utilization of the Scanlon Plan, as applied to Management 

by Objectives. 

Part VI, implementation, will consist of brief statements of 

actions to be taken in executing the decision. These statements will 

be enumerated. 

The implementation stage will proceed to an application of the 

final decision to the Recommended Line-Staff Organization for Community 
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and Junior Colleges as presented by Blocker, Plummer, and Richardson 

(1965, p. 178, Fig. 7.4). A descriptive analysis will be presented 

relating the elements of the derived model to the depicted organiza­

tional units. A selected citation of references to current literature 

of community college governance will conclude the process of implementa­

tion, affirming applicability of the model. 

Significance of the Study 

Numerous difficulties have been encountered by educational 

administrators, faculty, and staff attempting to attain implementation 

of Management by Objectives as a management technique. Human needs 

have frequently been over-looked and initiative has quickly diminished 

for a system overly-dependent on "results." 

Drucker (1973, p. 10) reminds college administrators that no 

matter what system is used, it is performance that counts. The 

incentive quality of the Scanlon Plan offers a stimulation to such 

performance. "What now has to be learned--it still is largely lacking-­

is how to manage service institutions for performance," concludes 

Drucker. 

A recent article in The Chronicle of Higher Education is headlined, 

"Cash Awards to Teachers Tried as Alternative to Pay Increases" (May 6, 

1974). At Bowling Green State University as a reward for special 

service within a given year, achievement awards offer a non-recurring 

alternative to regular pay increases which, once granted, must be paid 

every year thereafter. 

Kreps, also in The Chronicle of Higher Education (May 13, 1974), 

states that if educational productivity is redefined as a measure of 
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costs relative to returns, educators will be "freed from the relentless 

drive toward increasing the numbers of students we teach, and charged 

instead with the responsibility of improving educational quality." 

The madification of Management by Objectives by inclusion of the 

Scanlon Plan holds the potential to add both incentive and consideration 

for personal need to higher education management. 

Limitations of the Study 

Several limitations are inherent in this study: 

1. This study will be restricted to that participatory management 

system known as "Management by Objectives," defined essentially by 

Drucker, McGregor, and Odiorne, as analyzed for modification via the 

Scanlon Plan (McGregor, 1960, chap. 8). 

2. Values of employing model construction processes are 

recognized in that use is implied only to the conditions specified. 

3. The study employs an analysis and evaluation of existing 

data and information content and seeks, by modelling process, to 

devise conclusions by inductive and deductive thought processes. 

Basic Assumptions 

1. The systems approach presented as Management by Objectives 

has evident consequence upon present managerial and governance 

practices among community college administrators. 

2. The "Modelling Process" is deemed legitimate to pose as a valid 

methodology for evaluating managerial operations in education (Jellema, 

1972, p. 34). 

3. This transfer of industrial management principles to educa-



tional procedures is practicable providing the human and professional 

elements are given worth as "outputs" in addition to evaluation as 

transformational (activity) agents. 

Definition of Terms 
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System. A regularly interacting or interdependent group of items 

forming a unified whole. 

Model. A representation of something else. There can be many 

different models of the same real-world system. The description of a 

model as a "good" model is meaningful only in terms of the use to 

which the model is to be put. 

Constructing System Models. A process of determining which 

elements of the system are sufficiently important to be incorporated 

into the model and which are not. 

Using System Models. The primary value of a model is that it does 

leave things out. The primary value of a model lies in its simplicity 

relative to the real world. Models are used to understand and predict. 

The impossibility or costliness of dealing with real-world systems 

leads the scientist to experiment on the model in lieu of experimenting 

in the system. 

Scanlon Plan. A management plan emphasizing cooperation among 

employees at all levels by means of committees and featuring a.n 

incentive bonus for all employees upon reduction of a cost-to-output 

ratio. 

Management ~ Objectives. A management system initially identify­

ing goals of the organization followed by an orderly distribution of 

responsibilities among individual managers so that ultimately 



managerial behavior is assessed in terms of results measured against 

established goals. 
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Community Colleges. The Carnegie Commission favors the comprehen­

sive community college with academic, occupational, and general 

education programs as against more specialized two-year colleges. The 

comprehensive college provides its students with a wider range of 

options. 



CHAPTER III 

DELINEATION OF THE MODEL 

The explication and delineation of the modular format within the 

context of the model outline is a means of inherent evaluation of that 

format. This chapter presumes that condition and the narrative is 

arranged sequentially in the six stages as previously outlinedo 

I. Statement of Relevant Facts 

A. Management by Objectives (Results) means that instead of 

telling subordinates exactly how to do their work, 

supervisors delegate authority and give the subordinate 

definite assignments of results or goals to be achievedo 

The subordinate is allowed to decide, within the limits 

of the assignment and the policies of the organization, 

how best to achieve these resultso The supervisor can 

then measure performance in terms of the employee's 

accomplishment instead of by his ability to carry out a 

specific set of orders about how to do his worko It is 

assumed that the employee knows more than the manager 

about how to do his job; or, alternatively, that the 

employee can best take the initiative in discovering from 

others, reading, training, or research how best to perform 

his assigned objectiveso A relatively large amount of 

security is provided by the limits of company policy, and 

16 



the employee is not thrown completely on his own self­

disciplineo Also, the employee is free to seek the expert 

advice of the manager when the manager has a contribution 

17 

to make to the question of how to do the work (Hicks, po 306)0 

B. Management by Objectives has a number of advantages in 

that it requires the employee to use his own imagination 

and creativity in determining how assignments are to be 

carried out. This freedom to make decisions creates a 

sense of independence and causes the employee to feel that 

he is participating more in his worko Second, the employee's 

knowledge that his independent performance will be evaluated 

in terms of results provides him with an incentive to 

achieve the goal. Coming up short of the goal is poor 

performance; it is not necessary for anyone to make a 

value judgment that his performance is poor. The supervisor 

can better evaluate effectiveness and discuss any shortcomings 

since the subordinate already knows that his performance 

did not measure upo Third, Management by Objectives (results) 

provides a continuous training program for future managers. 

Subordinates learn by example (their supervisor's) and by 

doing (making decisions). As they move up the organiza­

tional ladder, the range for decisions becomes broader and 

the decisions become more complex. Promoting employe,es on 

the basis of their performance and success in goal accomplish­

ment allows them to work toward whatever result is most 

important to them and the organization at a particular timeo 
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C. In listing limitations of Management by Objectives, one notes 

that extreme emphasis is placed upon self-actualization and 

freedom, implying that all people not only do desire but 

should desire them. Some persons are extremely uncomfortable 

with too much freedom. The desire for complete individual 

freedom is not a universal trait, nor is it necessarily 

compatible with organizational goals--in some cases it may be 
. 

in direct opposition to them. 

A second criticism of Management by Objectives stems 

from the issue raised by citing the effects of the industrial 

revolution, miniaturization of the job, simplification, 

standardization, and programmed work movements, as being 

anathema to humanization of the worker. Industrial organiza-

tions have created a personality-organization conflict that 

is most of ten present in large-scale mass-production 

industries. These forces have so reduced job satisfaction 

that individuals perform in irrational and dysfunctional ways. 

This individual-versus-organization conflict may well be just 

one facet of a universal conflict between the individual and 

social organizations, the individual and work organizations, 

and the individual and society. If the conflict is i.nherently 

individual versus organization, all organizations, not just 

industrial ones, are liable, and Management by Objectives, as 

a Theory Y concept, is not necessarily the solution. 

A third criticism of Management by Objectives is that it 

may overemphasize the job as the primary place for need 

satisfaction. With the tendency to shorten the work week, 
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off-the-job need satisfaction may become increasingly important 

and the use of leisure time more of a problemo 

II. The Model: Statement of the Problem 

The literature of Management by Objectives details weaknesses 

in implementation including (1) undue pressure upon the 

individual employee, (2) intra-institutional conflict, and (3) 

a narrowed sense of job satisfaction, In light of these issues 

and others to be cited, what values are to be derived from an 

integration of the concepts of Management by Objectives and those 

of the Scanlon Plan? 

III. The Statement of Alternative: The Scanlon Plan 

The Scanlon Plan is descri.bed by McGregor (1960, po 110) as 

management applied to the whole organization rather than to 

superior-subordinate pairs or to small groupso The Plan embodies 

two central features, which, linked together, represent a powerful 

system of organizational controlo 

The first feature is a means of sharing the economic gains 

from improvements in organizational performance, This method for 

sharing cost-reduction savings utilizes a ratio between the total 

manpower costs of the organization and a measure of the output 

such as total sales or value added by manufacture. The latter 

index in the ratio can only be derived after considerable study 

and analysis of the particular company or organization~ and it is 

relatively unique to the situation. A ratio can be developed, in 

most companies or institutions, which turns out to have been 

relatively stable for considerable periods of time, 

Improvement of the ratio represents an over-all economic gain 
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for the organization. Some portion of the resultant savings are 

paid to participants in the plan on a monthly basis as a percentage 

of their base wages or salaries. Competition is minimized within 

the organization and maximized with respect to other external 

agencies. 

Employees under a Scanlon Plan are able to trace directly the 

results of various changes and innovations upon the bonus, and 

thus to see the connection between their behavior and organiza­

tional achievement. The result is a very real and quite sophisti­

cated understanding of the economics of the organization, gained 

through direct experience. 

The economic reward is reasonably well related temporally to 

the behavior which produced it--a monthly payment, typically. 

The distinguishing feature of the Scanlon Plan is the 

coupling of the bonus incentive with a second feature: a formal 

method providing an opportunity for every member of an organization 

to contribute his brains and ingenuity as well as his physical 

effort to the improvement of organizational effectiveness. This 

is the integrative principle in operation. 

Productivity is seen in terms of the over-all effectiveness 

of the organization, and everything that contributes to it is 

valued. The Scanlon Plan rewards and encourages the distinctively 

human contribution. 

The mechanics of the second feature of the Scanlon Plan 

consists of a series of committees. Each committee receives, 

discusses, and evaluates every means that anyone can think of for 

improving the cost-production ratio and to put into effect those 



recommendations that are considered to be workableo Representa­

tives from every group and function in the organization serve on 

these committees. Departmental committees of workers and lower­

level supervision are empowered to put into effect ideas 

appropriate to their level. Those suggestions which have 

broader implications are referred to a higher level "screening 

committee" consisting of representatives of the work force and 

of higher management. 
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Minutes of formal meetings are kept to insure that ideas are 

not lost and that the screening committee is aware of all actions 

that are taken anywhere in the organization. 

The focus is not on competing for awards but on improving the 

effectiveness of the enterprise. The economic gains are shared but 

the social and ego satisfactions are the employees. 

Communication is enhanced at all levels; all groups have a 

stake in a common objective. Problems do occur--yet they are 

almost always centered around improved performance. The principle 

of integration receives regular confirmation in practice. 

Lesieur (1958, p. 20) cites that the future task of labor and 

management will be to evolve a more mature relationship. In this 

new relationship, collective bargaining would include not merely 

wages, hours, working conditions, but intelligent cooperation 

between the bargaining parties. A new principle must be intro­

duced--participation. 

Further, real participation is seen as consisting of finding 

a means by which to reward personnel for any increase in produc­

tivity and then in building around this formula a working relation-
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ship between management and labor that enables them to become a 

team. 

Two prerequisites to the Scanlon Plan are stated by Lesieur: 

One is that union leadership must be intelligent. This does not 

mean that the union should be acquiescent; on the contrary, it may 

be quite agressive. But real intelligence is needed to bargain 

at a participation level, which involves an understanding of such 

things as competition, competitive pricing, profitability, and 

many other factors that never enter into collective bargaining at 

the lower level. Second, and even more important, there must be 

someone in top management who is vitally interested. A management 

that wants to stand off and look down its nose at the workers 

cannot operate a Scanlon Plan. 

"If such men can be found," concludes Lesieur (1958, p. 20), 

"an intelligent union leader and a forth-right management leader, 

the Scanlon principles can be applied virtually anywhere." In the 

process of entering upon this area, and of consolidating it, 

everyone in the organization, high and low, joins the enterprise 

system. 

In referring to the utility of systems, French (1970, pp. 377-

378) connnents that there is considerable agreement among 

researchers that certain environmental variables must be present 

to maximize the usefulness of particular pay plans. Individual-

and group-incentive systems tend to be more practical when some 

or all of the following conditions are present: 

1. Units of production are readily measured. 
2. Handling or processing by workers is a major determinant 

of productivity. 



3. Time-and-motion study or simplification of work can 
increase efficiency of jobs. 

4. Technological changes affecting jobs are relatively 
infrequent. 
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5. Competition requires better predictability of unit labor 
costs. 

6. The company employs experienced time-study personnel. 
7. Close supervision is impractical. 
8. Employees trust management not to change standards 

arbitrarily. 

French asserts that the set of conditions described above as 

facilitating the adoption of incentive plans would not preclude the 

use of Scanlon-type plant- or institution-wide productivity 

systems. However, he notes that it is probable that the necessity 

for frequent and close communications between employees and 

management under a Scanlon-type plan would pose serious problems 

for an extremely large organization. Furthermore, the Scanlon 

Plan requires managerial and union leaders willing and able to 

cooperate in solving production problems. 

The literature on the validity of Scanlon-type incentive 

plans, as seen by French (1972, p. 383), is much less extensive 

than that pertaining to individual-incentive plans. An increase 

in productivity and a decrease in grievances is affirmed. In 

general, the success of Scanlon-type plans seems to depend upon 

the following factors: 

1. Mutual trust among management, the union, and employees. 
2. Careful planning and installation to insure both under­

standing and acceptance. 
3. Sincere and diligent efforts of all parties to make the 

plan work. 
4. Extensive and real participation in production problems 

by union officials, employees, and management at all 
levels and assumption by all parties of the responsibil­
ities which accompany constructive, cooperative, problem­
solving. 

The Scanlon Plan, as a productivity-oriented effort, is 



24 

applicable to higher education according to Toombs (1973, p. 43). 

He indicates that, in its simplest form of input-output relation­

ships, productivity offers no absolute remedy to the financial 

problems of higher education. Nevertheless, the productivity 

concept offers techniques that can be applied to higher education's 

needs. 

The pursuit of improved productivity today is weighted 

heavily on the refinement of management systems. At best, this 

effort can touch only part of the educational process, namely, 

the efficient construction of an institutional environment. Far 

more attention needs to be given to the roots of management policy 

formation that necessarily involves the whole academic community. 

Equally important and equally neglected are careful examinations 

of the conditions of professional practice for the scholar. 

Toombs concludes his remarks by stating that widespread 

improvements in productivity will not take place until institution­

al experimentation with productivity te.chniques increases and 

successful methodologies are applied. The Scanlon Plan is offered 

in this context. 

IV. Final Decision 

As a means of evaluating criteria relating to Management by 

Objectives and the Scanlon Plan, reference is here made to ways 

of gauging an institution's performance as suggested by Beckhard 

Gardner as cited by Lahti (1973, p. 83). Each point will be 

reviewed in terms of "appropriateness of fit" by Management by 

Objectives concepts and Scanlon Plan features. 
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An effective organization is one in which: (a) The total 
organization, the significant subparts, and individuals, manage 
their work against goals and plans for achievement of these goals. 
(b) Form follows function (the problem or task or project deter­
mines how the human resources are organized). (c) Decisions are 
made by and near the sources of information regardless of where 
these sources are located on the organization chart. (d) The 
reward system is such that managers and supervisors are rewarded 
(and punished) comparably for: short-term profit or production 
performance, growth and development of their subordinates, 
creating a viable working group. (e) Connnunication laterally 
and vertically is relatively undistorted. People are generally 
open and confronting. They share all the relevant facts including 
feelings. (f) There is a minimum amount of inappropriate win/lose 
activities between individuals and groups. Constant effort exists 
at all levels to treat conflict and conflict situations as problems 
subject to problem-solving methods. (g) There is high "conflict" 
(clash of ideas) about tasks and projects, and relatively little 
energy spent in clashing over interpersonal difficulties because 
they have been generally worked through. (h) The organization 
and its parts see themselves as interacting with each other and 
with a larger environment. The organization is an "open system." 
(i) There is a shared value, and management strategy to support 
it, of trying to help each person (or unit) in the organization 
maintain his (or its) integrity and uniqueness in an interdependent 
environment. (j) The organization and its members operate in an 
"action-research" way. General practice is t<!> build in feedback 
mechanisms so that individuals and groups can learn from their own 
experience. 

An overview of Management by Objectives, The Scanlon Plan, 

and these criteria for appraisal indicates a generally comfortable 

fit; however, a more explicit review is telling in several cases, 

particularly as limits are encountered. 

Criterion (a) refers to the total organization, the 

significant subparts, and individuals as managing their work 

against goals and plans for achievement of these goals. Manage-

ment by Objectives appears directly applicable in a positive sense. 

The superior-subordinate relationship extends itself throughout 

the organization, from top to bottom and side to side, typically. 

Apprehensions frequently develop when top management does not 

accept its leadership role and remains apart from the extended 
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organizational processes. Undue attention or emphasis may be 

placed upon the superior-subordinate relationship with the broader 

institutional perspective unduly subdued. The Scanlon Plan 

addresses itself particularly to the whole organization rather 

than to the superior-subordinate pairs or small groups. The 

"across-the-board" economic sharing is an example as is the other 

salient feature--broad-based committee structuring. In this use 

(a) the Scanlon Plan is seen as readily applicable as a complement 

to Management by Objectives. 

Criterion (b) refers to form following function in that the 

problem or task or project determines how the human resources are 

organized. With the Management by Objectives concept derivlng its 
' 

structure from the superior-subordinate pair relationship as 

identified by a results-oriented and measured performance, 

adherence to the function-form direction is essential. The assign-

ment of goals is the second component--after the delegation of 

authority--in the determination of the paired relationship. The 

Scanlon Plan, by featuring the production-incentive approach, 

places the issue foremost at achieving the end product as economi-

cally as possible. With attention to the project solution, human 

resources are channeled as efficiently as possible through on-site 

communication between engineer and technician, for example; and 

the subsequent directness of decision-making leads to explicit 

utilization of human resources. The joint problem-solving approach 

promotes the conclusion that superior-subordinate antagonism is not 

the issue but directs attention to the primary concern--competing 

in product effectively with other firms or institutions. 



Criterion (c) indicates that decisions are made by and near 

the sources of information regardless of where these sources are 

located on the organizational chart. A central problem for 

decision-making can be the availability of information. Manage­

ment by Objectives as a concept assumes that the employee knows 

more than the manager about how to do the employee's job and 

emphasizes clearly the alternatives for the employee taking the 

initiative in discovering from others, in reading, in securing 

additional training, or in doing research on how best to perform 

his assigned objectives. Thus, a Management by Objectives 

27 

oriented organization will exert strong efforts at achieving 

openness of communication and the provision of adequate information 

for ready task accomplishment. The Scanlon Plan holds that 

managers must not hold themselves apart from employees as the 

only decision-makers. Cooperation is strongly encouraged. 

Departmental committees, attuned to the stimulation of information 

exchange, establish incentives to the sharing of information so 

that decisions can be made in an efficient manner as close to the 

operational level as possible. 

Criterion (d) notes that the reward system is such that 

managers and supervisors are rewarded (and punished) comparably 

for: short-term profit or production performance, growth and 

development of their subordinates, creating a viable working 

group. Management by Objectives does not typically address the 

question of differentiated reward for managers or supervisors only, 

but reward is assigned to successful output or goal attainment at 

whatever level achieved. Comparability of reward is equally 
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applicable. The reward is assigned further within the paired 

grouping or as the result of attained goals derived from the 

paired relationship. Strong emphasis is placed within the 

Management by Objectives framework upon the growth and development 

of subordinates. Subordinates learn by example (their super­

visor's), and by doing (making decisions). The Scanlon Plan again 

adds the distinct dimension of organization-wide production 

incentives, and, in this sense, can serve as a strong adjunct to 

the Management by Objectives process. Attention by Scanlon Plan 

followers to improved production indirectly leads to growth of 

employees although not directly as management versus employee. A 

more viable working group is, however, specifically encouraged. 

Criterion (e) views that communication laterally and verti­

cally is relatively undistorted. People are generally open and 

confronting. They share all the relevant facts including feelings. 

The assumptions of the participatory approach to management affirm 

the desirability of attaining these ends. Indirectly, in practic­

ing Management by Objectives principles, in meeting and conferring 

regularly, in agreeing upon goals and performance standards, the 

manager and employee achieve a depth and breadth of communication 

not assured possibly otherwise. However, one serious criticism of 

Management by Objectives may be applicable to the achievement of 

this criterion (e) in that all people do not really desire nor 

function efficiently in a completely "open" environment. As 

asserted previously, some persons are extremely uncomfortable with 

too much freedom. Perhaps, thus, the "ge.nerally open and confront­

ing" statement qualification is to be noted. The Scanlon Plan via 
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the company-wide committee structure for the review and direction 

of production-centered suggestions advocates a more open and 

informed staff, yet in a more restricted sense than the criterion 

states. 

Criterion (f) refers to the desirability of minimum amount of 

inappropriate win/lose activities between individuals and groups. 

The question is raised in that constant efforts exist at all levels 

to treat conflict and conflict situations as problems subject to 

problem-solving methods. Both concepts--i.e., Management by 

Objectives and the Scanlon Plan--are seen as responding to this 

criterion. The manager-subordinate relationship, with authority 

delegated and individual option for implementation ascertained by 

goal agreement, fosters what could be termed "reasonable" measures 

of performance with a choice for re-negotiation when obstacles are 

encountered. By further adopting the values of the Scanlon Plan, 

an organization adds the dimensions of institution-wide or extended 

gains in which all employees--management and labor share. In fact, 

under the Scanlon Plan, rewards of a material nature (cash bonuses) 

are provided for appropriate problem-solving behavior and proce­

dures. Win/lose situations are frequently further minimized by the 

collective bargaining process and grievance committee meetings. 

These are reccgnized by the Scanlon Plan as natural extensions of 

participatory management. 

Criterion (g) projects the appropriateness of high conflict 

(clash of ideas) about tasks and projects, with relatively little 

energy spent in clashing over inter-personal difficulties because 

they have been worked through. By formalizing the manager-employee 
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encounter and directing the participant's energies along construc­

tive lines, Management by Objectives tends to reduce conflict 

between organizational levels. Except for those persons seen as 

non-participatory in thei~ personal value systems, the cooperative 

approach to problem-solving is esteemed. By circumstance of 

implication, too much emphasis upon openness and compromise may 

well diminish the stimulating levels of conflict preferred for 

job-oriented problem-solving. Acceptance of and experience in the 

participatory styles of Management by Objectives can lead to the 

maturity of behavior here exemplified in Criterion (g). Scanlon 

Plan concepts again tend to encourage and reward conflict situa­

tions, but by conciliatory procedures via various committee struc­

tures. The strength of the Scanlon approach continues in that it 

supports the participatory pairing yet extends this across levels 

of communication. 

Criterion (h) is almost a re-statement of Scanlon Plan 

requirements as it asserts that the organization and its personnel 

see themselves as interacting with each other and with a larger 

environment. The organization is an "open system." In coupling 

the organizational parts with the "larger institutional picture," 

the Scanlon Plan poses its strongest bid to serve as an accessary 

agent to a revised Management by Objectives model. To be sure, 

Management by Objectives, when delineating closely integrated 

long-range institutional planning with appropriate operational 

management-employee relations, serves potentially as a total 

pack.age for aligning organizational behavior. The issue is, in 

substance, one of degree, that of specific, localized involvement 
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contracted with a more extended concern for product output. Both 

Management by Objectives and Scanlon concepts generally agree with 

this criterion, and the differences are more complementary than at 

variance. If the criticism of Management by Objectives is to 

remain in that individuals inherently are, by degree, anti­

organizational, response to extrinsic reward will likely be greater 

in promoting an acceptance of organizational goals. 

Criterion (i) constitutes a rather direct challenge to 

Management by Objectives, in particular in that a shared value is 

ascertained, with a management strategy to support it, of trying 

to help each person (or unit) in the organization maintain his 

(or its) integrity and uniqueness in an interdependent environment. 

This challenge surfaces in review of Management by Objectives 

limitations--that marked emphasis is placed within Management by 

Objectives implementation techniques upon self-actualization and 

individual freedom is not necessarily compatible with organiza­

tional goals and, in fact, may be in contradiction. The criterion 

reflects this contradiction by stating a need for "shared" values 

and then following with a concern for individual integrity and 

uniqueness. The Scanlon Plan presents strategies for supporting 

"shared values" and interdependency of role; uniqueness by 

individuals is appraised, however, only in terms of contribution to 

increase to the group effort. 

Criterion (j) speaks to both Management by Objectives and the 

Scanlon Plan procedures in that it reiterates that the organization 

and its members operate in an "action-research" way. General 

practice is to build in feedback mechanisms so that individuals 
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and groups can learn from their own experience. Both concepts 

respond positively to the "action-research" issue. In the Manage­

ment by Objectives framework a tentative assignment of performance 

objectives is made by the supervisor, agreed to by the employee, 

and implemented. As new data and evidence materialize, objectives 

are adjusted in line with "action-research" techniques. Scanlon 

Plan operations follow in a similar intent but by the integrated 

management-employee committee rather than by a one-to-one arrange­

ment. New ideas are being continuously reviewed and tried. Par­

ticipation arrangements of this sort by union and management are 

frequently lessened by mistrust of management motives. Participa­

tion skills on the part of the employee have a marked effect upon 

the efficacy of any proposed action-research efforts. 

V. Final Verification 

Major reasons for implementation of the Scanlon Plan occur, 

first, as responses to needs only partially answered by Management 

by objectives and, second, by positive contributions brought by the 

Scanlon Plan approach to Management by Objectives. 

Weakness of the Management by Objectives concept previously 

cited (Part II) includes (1) undue pressure upon the individual 

employee, (2) intra-institutional conflict, and (3) a broadened 

sense of job satisfaction. The two principle features of the 

Scanlon Plan--production incentives--(shared across-the-board) and 

intra-organizational screening committees for facilitating communi­

cation to increase attainment of production goals--represent viable 

alternatives rewarding monetarily individual effort yet providing 

a group vehicle for communication purposes, offering an alleviation 
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for individual pressure circumstances, facilitating greater intra­

organization cooperation, and increasing job satisfaction. In 

substance, Scanlon Plan options are just that, additional options 

to the employee allowing him to function beyond the relative 

constraints of the paired, manager-employee duality. 

The Scanlon Plan strongly encourages aggressive, inter-active 

behavior, advancing the cause for mature, intelligent management­

employee relationships in that broad organizational issues are 

promoted--inter-agency competition and profitability versus the 

intra-agency grievances. The Scanlon Plan demands, as well, 

responsible behavior from top management, and assures a minimum of 

participation for all employees despite varying skills and 

attitudes of supervision. 

Likert views that experience with the Scanlon Plan (1961, 

p. 206) has demonstrated that work groups at all levels ••• can 

contribute in constructive and important ways to the over-all 

well-being of the organizationoo•• 

Dale (1969, P•. 450) sees the Scanlon Plan as combining profit­

sharing with opportunity for self-actualization. This combination 

of extrinsic and intrinsic reward via integration of Management 

by Objectives principles with those features of the Scanlon Plan 

constitute the conclusion and the thesis of this paper. 

VI. Implementation 

The implementation of an integrated Management by Objectives 

and Scanlon Plan model will be discussed in the context of a 

"Recommended Line-Staff Organization for Community and Junior 

Colleges" as presented by Blocker, Plummer, and Richardson (1965, 
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p. 178, Fig. 4). This line-staff chart is presented as Fig. 1. 

Represented in this configuration is an intent to place more direct 

emphasis upon the educational and personnel functions of the 

college. The primary functions of the college are i.mplemented by 

the academic dean and the dean of student personnel; that is, the 

services provided by these divisions of the college have a direct 

educational impact upon students. The director of community 

relations and the business manager occupy a staff relationship 

with the administrative line officers of the college rather than 

being classified as line officers themselves. These two functions 

are not central to the basic educational services of the college; 

rather they are supporting services necessary for the effective 

implementation of the educational programs of the college. The 

line-staff chart also has the advantage of placing the major 

educational administrators on the same level. 

The implementation of a combined Management by Objectives and 

a Scanlon Plan model would follow a pattern similar to that 

expressed in the Management Models explication (1969) of 

Educational Systems and Designs. Five stages were presented: 

1. Setting and Clarifying Objectives 
2. Problem Identification 
3. Collection of Data 
4. Determining Alternatives and Strategies 
5. Selecting Alternatives 

The relationships between depicted levels on the line-staff 

organizational chart (Fig. 1) from Board of Control to President 

to Deans to Departments to Faculty would each proceed to an analy-

sis of routine, problem-solving, and innovative objectives for all 

duties and expectations residing with each level. The Management 
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by Objectives phase of modular implementation would proceed from an 

initial job description to a careful exploration of each area of 

co-involvement by all personnel illustrated in the line-staff 

organizational chart. Again, emphasis is placed upon the 

subordinates option to decide, within the limits of his assignments 

and the policies of the organization, how best to achieve the 

desired results. The subordinate would be free to s~ek the advice 

of his supervisor. 

In incorporating the basic elements of the Scanlon Plan, the 

Management by Objectives elements of routine, problem-solving, and 

innovative objectives determination would not only proceed from a 

"here-to-there" analysis for achieving future results, but would, 

in incorporating the production incentive, require the establish­

ment of measures of past performance within similar categories so 

that measures of future performance could be, in turn, assigned 

"bonus" values. 

Further, implementation of the second feature of the Scanlon 

Plan, organization-wide review committees to receive and evaluate 

information for increased organizational output would be estab­

lished at each level depicted on the line-staff chart with a 

master committee set crossing all levels. 

Thus, the individual supervisor-subordinate Management by 

Objectives arrangement would be extended within the enlarged 

Scanlon concept. Figure 2 illustrates this revised line-staff 

organizational pattern. Many, if not most, governance structures 

in higher education strike a similar context. 

The function of the Unit Councils (or committees) is to 
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receive, discuss, and evaluate means for improving the cost or 

status quo production ratio identified primarily by Management by 

Objectives processes, and then, secondarily, by the Unit Councils. 

Those issues of broader implication are referred to the Master 

Council for screening and recommendation. The councils would 

serye as accessories to the normal line-staff flow and, in 

particular, would provide open options for communication flow 

throughout the organization. 
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Figure 2. Recommended Line-staff Organization for Community and Junior 
Colleges as Integrated with the Scanlon Plan 



CHAPTER IV 

APPLICABILITY OF THE MODEL 

Applicability of the integrated model is construed by the 

presentation of an illustrative sequence, and by citing references to 

current literature. 

As an illustration of the integrated model in practice, reference 

is initially made to The Carnegie Commission on Higher Education report, 

The More Effective Use of Resources (1972, pp. 107-109). 

The Commission observed that one obstacle to the achievement of 

effective use of resources in higher education is the fact that compen­

sation and budgetary procedures are not structured in such a way as to 

induce change. In private industry, innovations that achieve savings in 

production costs tend to improve the firm.ws competitive position and to 

increase profits, which, under profit-sharing schemes, will benefit the 

firm's executives. "No such mechanism exists in higher education or in 

most non-profit organizations. In fact, budgetary procedures tend to 

discourage innovations to save costs," states the report. 

Under typical budgetary procedures, a department or school wishing 

to acquire more efficient duplicating equipment, for example, must first 

persuade the administration to permit inclusion of the item in its 

"equipment and facilities" budget for a given year. If the item is 

costly, this may be difficult. Suppose it is approved, and the equip­

ment, once installed, has the effect of reducing the department's need 
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for clerical workers by one full-time position. No benefit accrues to 

the department by simply allowing that salary item to disappear from 

its budget for the following year, so it is likely to seek a way of 

using the FTE position for some other purpose. 

The Commission report comments that a preferable way of handling 

such an investment might be for the department to submit a proposal 

indicating the savings that could be achieved through installation of 

the new equipment, and for the administration to permit a significant 

proportion of the savings to be retained by the department. The 

capital cost of the new equipment would not appear in the department 

budget, but only in the budget of the central administration. The 

department budget would include a rental charge for the equipment 

against which any savings achieved would be measured. Part of the 

difference between the rental charge and the salary savings--for 

example, one-half--would be retained by the department with "no 

strings" attached as to how the savings would be used. Alternatively, 

the department might be required in its original proposal to indicate 

how the savings would be used. 

'Ways and means should be devised to provide monetary 
re.wards to individual employees who make constructive 
suggestions for changes or innovations that result in economics, 
as is frequently done in private industry. In recent years, 
there has been a very desirable trend toward providing 
~onetary reward~ for faculty members who are identified as 
outstandingly successful teachers, but we know of no such 
trend toward awards for administrators or academic employees 
who suggest innovations that will induce economies. However, 
some institutions do have such awards for non-academic 
employees,' concludes the Carnegie report (1972, pp. 107-109). 

The essential elements of a progrannned budgeting system are seen 

as broad participation, long-range budgets, and development of all costs 

around programs. Four steps, or cycles, are presented. 
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The integrated Management by Objectives/Scanlon Plan Model 

parallels the above recommendation rather closely in that within the 

Management by Objectives context an open communication between superior 

and subordinate levels is advocated, problem-solving and innovative 

behavior is emphasized, and motivation as represented in the human 

dimension is encouraged. The Scanlon Plan acknowledgement of 

production-incentive as an integral element of improved performance 

coupled with the enlarged perspective of the Unit and Master Councils 

review assures--in the integrated model--the "ways and means" of 

achieving more effective resource management. 

As a further illustration, reference is made to Kenworthy (1973, 

p. 24) who presents a series of recommendations.tor budget preparation 

in the small college. The first point of emphasis is that of increasing 

participation in the budgeting process. Department chairmen would 

consult their colleagues in developing the budget and be prepared to 

support their requests for each line item with sound educational 

reasons. Budget development in the educational area is seen as the 

responsibility of the educational line officers, not the business 

manager. Departmental objectives and priorities are discussed, teaching 

and research objectives are reviewed, as the budget is being developed. 

The dean, or appropriate administrative officerj would review the 

proposals and ask for details on those items that require explanation. 

The Management by Objectives procedures specify that face-to-face 

discussions occur between all superior-subordinate levels at this stage 

of the objective-setting and budget-constructing stages. The Unit 

Councils under the Scanlon Plan concepts would receive the statements 

of educational objectives and budget proposals at each level for review 



and recommendation to the Master Council. 

The second step as presented by Kenworthy introduces a stronger 

planning component, both by moving the budgeting process six months 

ahead of its usual time and by tying the budget of each program more 

closely to its objectives. The total process is shortened from six 

months to three months; and with work beginning on this second cycle 

immediately upon initiating the former budget under step one, a 

concrete budget can be produced as much as fifteen months before it 

becomes operational. The departments and offices of the college can 

deal with program objectives more competently and at greater depth 
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as a result of their experience with the first budgeting cycle. The 

elements of the first cycle are repeated, in essence, in a much shorter 

time. 

The third cycle produces a budget in concrete form as much as 

two years before it becomes functional. All the procedures previously 

described are followed, but with even more emphasis on reviewing 

objectives. 

The fourth budget is begun as much as two fiscal years prior to 

becoming operational, as is every subsequent annual budget, and the 

program elements are built around educational objectives. Faculty 

members review the objectives under each element, determine which of 

these will have validity, and delete some or add others with ease 

because they have developed and understand these program elements. 

These suggestions by Kenwcrthy are seen or thoroughly compatible 

with the Integrated Management by Objectives and Scanlon Plan Model. 

In fact, a logical projection of the model says that, not only is the 

communicative style expressed by Kenworthy and the Model conjunctive, 



but the Model provides the additional incentive and council support 

paradigm assuring that the best efforts available are recognized, 

rewarded, and affirmed in terms of the broadest sense of program or 

institutional identity. 
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Cleveland (1972, p. 99) notes that a collegial decision-making 

system must be based on shared, collegial information. The traditional 

practice of keeping a tight rein on financial information contributes 

only to the formulation of bad decisions in a setting where many are 

involved in the final decision. 

Each of the following references states definition and process 

considered by the author to be essential in organization understanding 

and management. Each citation is seen as supportive to the principles 

of the combined Management by Objectives and Scanlon Plan model. 

Blocker, Plummer, and Richardson (1965, p. 179) assert that 

administrative structure should be designed to achieve the educational 

purposes of the institution. If the connnunity college purports to be 

comprehensive in service and curricular offerings, it must be organized 

so that each of the different areas will receive equal attention and 

direction. 

Rourke and Brooks (1966, ppo 36-37) refer to the advent of the 

computer specialist as raising due question to the advisibility of 

compartmentalized systems of organization. Advocacy is made to an 

uncompartmentalized system approach to university administration. 

In presenting a suggested organization for the area of educational 

services, Hungate (1964, p. 97) reconnnends two advisory committees to 

the dean (chief education officer) in the form of an administrative 

council and a faculty connnittee on personnelo The view is expressed 
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that because the elements of management policy, program, and finance, 

are so closely interrelated, the manner of involvement of the faculty 

in educational policy formulation is of utmost importance. "What must 

be sought is a cooperative relationship in which the board, the 

administration, and the faculty can work together with mutual under­

standing and respect." 

Halpin (1971, p. 31) defines an organization as a special kind of 

group--a social group whose members are differentiated as to their 

responsibility for accomplishing the group's task. He relates that 

most organizations in contemporary society describe job pcsitions, 

allocate functions, delegate responsibilities, and establish some form 

of organizational hierarchy. He further observes that it is important 

to recognize the informal organization as well as the formal, and to 

take these informal organizations into account. 

Continuing on a similar theme, Culbertson, Jacobson, and Reller 

(1960, p. 382) describe communication channels as formal and/or informal 

relationships. Also, organizations are seen as networks of formal and 

informal communication channels. A concern is asserted of the extent 

that the informal networks are open or closed to various members in 

the organization. Size of the organization is seen as materially 

affecting the number, the types, and the interrelationships of formal 

and informal channels. 

Corson, (1960, p. 105) believes the central question of faculty 

role in governance to be in the question whether the faculty's tradi­

tional right to decide educational issues be so comprehensive "that 

every matter involving educational policy is to be decided only by and 

with the consent of the faculty." Carson's reaction is that through 
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observati.on the answer should be "no." He sees that greater collabora­

tion among all institutional segments is the stronger need. 

Following the example of "The Model in Application" presented by 

Morell (p. 176), the Scanlon Plan modular adaptation should be observed 

in terms of "How does it work?" In the case of Midwest Community 

College, a hypothetical example, the proposed model incorporating 

Scanlon Plan principles is introduced to a "real" organizational 

situation. The following is presented as a case-study: 

Midwest Community College 

A Case Study 

Midwest Community College was a comprehensive two-year college 

which offered instruction in Liberal Arts and Sciences, and Technical 

Sciences, leading to the Associate Degree in Arts or Sciences, and the 

Associate Degree in Technology. Certificate level coursework was 

offered in Vocational or Exploratory programs, and numerous adult 

course offerings for credit and non-credit were available in the 

Continuing Education division. Total enrollment for the previous fall 

term numbered 2200 students served by a full-time faculty of 100 and a 

part-time faculty of 43 instructors. This enrollment total reflected a 

15% drop within the past two years after many years of previous growth. 

The Board of Control consisted of a local district elected group of 

six members who had historically exercised broad decision-making power 

since the college's inception, 45 years ago. The chief executive 

officer employed by the Board, the College President, had been delegated 

esse.ntially unlimited authority to deal with internal matters of the 

college. Four deans assisted the President in his discretionary 
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administration, a Dean of Liberal Arts and Sciences, a Dean of Technical 

Sciences, a Dean of Student Services, and a Dean of Continuing Education. 

Instruction was accomplished by the faculty arranged into ten 

liberal arts and sciences categories, one in technical sciences, one in 

vocational programs, and one in continuing education. Department 

Chairmen had traditionally exercised very little authority, performing 

as directed from the central administration. Recently, however, several 

Department Chairmen had questioned the appropriateness of marked central 

office control and had informally proposed a more decentralized style of 

administration. 

In addition, three years previously, the faculty had organized 

under a new state statute into a negotiating unit, bargaining colle.c·­

tively with the Board of Control on such matters as faculty load, 

conditions of employment, grievance procedures, authorized leave 

provisions, retrenchment, and salary. The insistance upon looking to 

alternatives in campus decision-making had increased sharply. The view 

that operating decisions be made as close to the operating activities 

as possible had been advanced. Consequently, increased friction 

between administrative supervisors and department chai.rmen and faculty 

had become apparent to the President and the Board of Control. 

The Board of Control and President of the College, concerned about 

the falling enrollment and the rising internal friction between faculty 

and top level administrators, posed that a formal review effort be made 

inquiring into the options towards a participative, decentralized state 

of management. The Board of Control, Deans, Department Chairmen, and 

Faculty agreed upon a study to be followed by adoption of a particular 

model for implementation. 
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The man appointed to be manager of the project was a faculty 

member, Mr. Williams, who had been associated with the college for six 

years as an Instructor and Chairman of the Department of Business. Mr. 

Williams came to his post at Midwest College with previous experience as 

an accountant with a number of firms. He had previously attended the 

University of Chicago and received a Master's Degree in Business 

Administration in production management. He had demonstrated managerial 

ability in his previous employment and as department chairman, had a 

reputation as a skilled accountant and instructor, and was seen as a 

good man in human relations. 

Mr. Williams was not unaware of the problems facing him in his new 

assignment. He realized that a new effort such as that proposed at 

Midwest College, after many years of central control, would create major 

changes and problems. He would present new processes, new methods, new 

resource people, and new organizational relationships. Mr. Williams 

sought, and was granted final authority to decide upon the revised 

organizational relationships necessary since he would be responsible for 

the success of the decentralizing process. Mr. Williams chose the 

Recommended Line-Staff Organization for Community and .Junior Colleges as 

Integrated with the Scanlon Plan (Figure 2). Upon careful analysis, he 

disclosed certain relevant facts and stated them as followso 

L Statements of Relevant Facts. 

1. Decision-making power historically has been centralized at the 

top administrative levels. 

2. The Faculty, as a collective-bargaining unit, now pursues much 

more discretionary involvement in campus-decision-making than 

in the past. 



3. Department Chairmen are questioning continued autocratic 

management techniques. 

4. Top level administrators and the Board of Control have 

concluded that inquiry into and adjustment of organizational 

processes must occur. 

5. Enrollments are declining. 

6. Competition is increasing. 

7. Budget adjustments to lowered costs and a reduced staff are 

imminent. 
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8. Mr. Williams is charged by the Board of Control, President, 

and other top administrators with full responsibility for the 

organizational study and the ensuing implementation of adjust­

ments. 

9. All key segments of the institution, including the faculty, 

have confidence in Mr. Williams ability. 

II. The Statement of the Problem. 

By means of what organizational plan can Mr. Williams achieve 

best acceptance of a decentralized organizational operation so 

that all segments of the college can work more harmoniously 

together to achieve institutional goals such as increased enroll­

ment, and necessary budget and staff adjustments? 

III. Statements of Alternative. 

1. Use the proposed organizational structure (Figure 2). 

1.1. Advantages: 

1.11. The proposed organizational structure, incorpora­

ting the two salient features of the Scanlon Plan­

incentive pay and Unit Council structuring-have the 
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support of The Board of Control and top administra­

tion. 

1.12. The Faculty Association is willing to give the 

proposal a one-year trial period as long as 

existing contractual agreements are not abridged. 

1.13. The general faculty and the Department Chairmen 

will have access to alternative communicative 

channels with the central office administrators 

via the Unit Councils on a formal basis. 

1.14. The general faculty and Department Chairmen will 

receive feedback information pertaining to total 

institutional effort in dealing with all broad 

issues, including retention and recruitment of 

students, instructional program planning, budget­

ing and staffing. 

1.15. An incentive pay alternative is available to all 

salaried personnel for improved cost-ratio factorso 

Institutional personnel may select from a number 

of alternatives, each equated with the incentive 

pay amount in value. Released time for research 

purposes and additional supportive staff are two 

examples. 

1.16. Competition will be minimized within the organiza­

tion and maximized regarding external agencieso 

1.17. Faculty and staff will become more fully informed 

of other intra-institutional changes and innova­

tions and may make contribution in suggestion form 



to added change and innovation. 

1.18. A competent project manager, Mr. Williams, is 

assigned full-time responsibility for study and 

implementation. 

1.2. Disadvantages: 
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1.21. Faculty and Department Chairmen may continue to 

receive arbitrary direction from central adminis­

tration. 

1.22. Cash or other incentive may be seen by some staff 

as unethical in implication to professional 

behavior. 

1. 23. The trial period may be too short for meani.ngful 

results. 

2. Use a plan of organizational structure with no alternate 

communicative channels and no incentive allowance (Figure 1). 

2.1. Advantages: 

2.11. A discrete line-staff relationship is expli.cit 

with singular access to the central office staff 

restricted to department chairmen. 

2.12. The department chairmen could perhaps continue to 

achieve more independence. 

2.2. Disadvantages: 

2.21. The department chairmen must eventually choose an 

administrative liason. 

2.22. Restricted information channels are explicit. 

2.23. This organizational plan no longer has the support 

of top administrators, department chairmen and 



faculty. 

2.24. No financial incentive is available to total 

personnel for innovative effort. 
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2.25. Faculty redress can be sought only by negotiations 

outside formal channels. 

3. Use a plan of organizational structure with multiple line 

relationships (Figure 2 with the broken lines replaced by 

solid lines). 

3.1. Advantages: 

Faculty and department chairmen will have direct access 

to all levels of management. 

3.2. Disadvantages: 

3.21. An extensive selling job would be necessary to 

get the plan considered. 

3.22. Faculty and department chairmen have too many 

superiors with line authority. 

3.23. The Master Council would become a second Adminis­

trative Council answerable only to the Board of 

Control. 

IV. Final Decision: 

The College Board of Control and the President, as recommended 

by project manager, Mr. Williams, should adopt Alternative I 

(Figure 2). 

V. Final Verification: 

1. The major reason for the choice of Alternative I in Step IV is 

that it has the support of top management, department chairmen 

and faculty, while the other two alternatives do not. 



2. The relationship established in Alternative I between the 

department chairmen and the central office personnel has the 

option of seeking and extending advice, i.e., the plan is 

participatory. 

3. The disadvantages of Alternative I and the advantages of 

Alternative 2 and 3 seem less important than statements one 

and two above under V. 

VI. Implementation 
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1. The choice of Alternative I in Step IV minimizes the problem of 

decision execution and acts as its own guide to implementation. 

2. The top management personnel have already approved the decision. 

This approval seems an automatic confirmation of Alternative I. 

In this case, a mere communication of the decision would effect 

its execution. 

3. The Deans of Student Services and Continuing Education wanted 

some kind of relationship with the department chairmen. 

Alternative I grants them their wish. Again, a mere communica­

tion of the decision would effect its execution. 

4. The project manager should decide the best way to communicate 

his decision to the Deans, the Department Chairmen and the 

faculty. This could be done orally, by a memorandum or at a 

meeting. 

5. The implementation of the Unit Councils will be directed by the 

project manager with initial decision alternatives at his 

discretion. Since he has final authority to decide organiza­

ti.onal relationships, an expeditious method may well be by 

memorandum, thereby eliminating a meeting and reducing the 



decision to a written communication. 

Considerations for Implementation 

At various points through this study, issues have been indicated 

which were seen as posing problems to the practical implementation of 

both Management by Objectives and the Scanlon Plan. 
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The following represent the author's views of "critical" elements 

which must be present if the model is to succeed~ (1) A broader 

consideration for implementation of the integrated model would be 

that all parties to the organizational process possess a relatively 

connnon understanding of the concepts of the systemo (2) With a 

fairly broad understanding at hand, personnel must, in turn, make a 

commitment to pursue "in good faith" the objectives specified. (3) 

Preliminary workshops, conferences, visitations, and individual study 

by key representative personnel would be imperative. (4) Formal 

written agreements between faculty, administration, and board are 

highly desirable. (5) Concern is expressed that positive experiences 

predominate initially, and that such principles as humaneness and 

improved connnunication prevail. 

Specific issues cited by Lahti (1972, p. 44) indicated that (1) 

Objective setting is not easy in the educational setting, (2) There is 

a danger of single-mindedness in ascribing higher goals, and (3) There 

is an apparent lack of management development in higher educationo The 

resolution of these points would require that care, patience, and con­

tinued effort be expended as necessary conditions for implementation. 

Further, an extended period of time would be required for institutional 

behaviors to materially change; goals could not be too short-sided in 



time limitation. Continued learning experiences throughout the staff 

of the organization would be necessary, both formally and informally. 
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Levinson's assertion (1970, p. 125) of the reward-punishment 

principle inherent in Management by Objectives pointed to the possi­

bility that if an excess of punishment, or negative reward, occurred 

within the implementation process, then the process would be defeated. 

In the case study presented above in this chapter, much responsi­

bility is assigned to the role of Mr. Williams, the project manager, 

in his efforts to direct institutional change effectively. A particular 

relationship would exist between him and the college president so that 

a discretionary alignment of authority would be retained and exemplified 

by each. Any changes in the power structure of the organization should 

come as the result of the participatory processes and not as directed 

by the project manager. He must keep in mind that the success of the 

implementation procedure completes his job. Through his stay as project 

manager, he would need to maintain his acceptance by all levels within 

the organization to achieve his objectives. 

"Half-heartedness" by any segment of the organization in pursuing 

change could be destructive, certainly delaying, to the new procedure. 

Similarly, the opposite condition, "over-zealousness," coula pose an 

equally serious problem. Participatory principles could be used as 

"tools" by the ambitious and "over-zealous" type of manager to advance 

his self-interests. Firm and reiterated connnitments to positive ends 

would be extremely important to the success of the change enterprise. 

Careful and precise communicative limits would need to be specified 

for the Unit Council behaviors in the Scanlon Plan concept, particularly 

in the case of the Master Council. The extent to which each council was 
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"advisory" would require careful delineation. The two key ingredients 

of the Scanlon Plan, the sharing of economic gains and the committee or 

Unit C<:>uncil system, would be applied to the whole organization. Facul­

ty and staff should have available a number of alternatives by which to 

share the economic gains allowed by increased productivity. Under 

Scanlon Plan provisions, all personnel would have ready opportunitie.s 

to devise alternative means for sharing the economic gaino Intelligent 

leadership would be essential for all segments of the organizational 

structure, top management would be vitally interested, and close communi­

cation would receive primary emphasiso 

Writing on the "Purposes and Problems in Higher Education," 

McMurrin (1974, p. 7) commented that those who serve on college and 

university faculties and administrative staffs face over the years 

immediately ahead a rather formidable complex of new forces--in many 

c.ases some strictures on institutional autonomy, a slowing of rates of 

growth and funding, a constriction of educational programs and functions, 

a possible decline of independence among academic personnel, a disturb­

ing degree of public distrust, the imperative of increased productivity, 

and the growing demand for accountability to students and the publico 

He concluded by viewing that a few fundamental changes in our ways of 

thinking and doing would not be all bad for higher educationo 

A closing comment regarding implementation issues would bring 

attention to those assumptions underlying the initiation of the change 

processo The validity, the "face value" of those causative factors, 

would require careful scrutiny by all parties to the change processo 

Once a course of change is agreed to, the ensuing behaviors should 

reflect the quality of that initial conclusiono 
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Theoretical Review and Summation 

The organizational behavior reflected in adoption of the Scanlon 

Plan alternative emphasizes the implications of McGregor's Theory Yo 

The organization is accepted as people working naturally in an active 

and involved style. The recognition of the individual as capable of 

self-direction and self-control is enhanced. Further, the seeking of 

involvement and responsibility is seen as positive, and both the option 

and incentive to improve is provided. 

As a summary to statements regarding modular implementation, 

Management by Objectives and Scanlon Plan concepts are seen as comple­

mentary procedures which, together, "fill-out" the organizational chart 

to provide a more comprehensive series of channels for communication 

and general management purposes. As such, the proposed integrated model 

embodies elements of many existing institutional charts, and, particu­

larly, is viewed as compatible to and an advancement of issues raised 

in current literature on college management and governance. The involve­

ment of all segments and individuals within the organization is assuredo 

Faculty role is recognized and encouraged both restrictively and as 

extended through connnittee structuring. Formal and informal communica­

tion channels are allowed identity. Greater collaboration by all 

elements within the organization is specified. Etzioni (1964, p. 3) 

sees organizations as social units (or groupings) deliberately con­

structed and reconstructed to seek specific goals. The integrated model 

presents a logical recourse. 



CHAPTER V 

SUMMARY 

The problem presented in this study was that of combining a 

participatory management system and a production-incentive plan into an 

integrated concept applicable for administrative implementation in a 

community college setting. 

Management by Objectives was e.laborated as a means of establishing 

performance goals through superior-subordinate collaboration. The 

Scanlon Plan was advocated as a complementary a.rra.ngement stressing 

incentive reinforcement and a committee option to facilitate institu­

tional perspective in innovative awareness. 

The methodology employed in the study was that of description and 

delineation observing the format of a management systems model exhibit­

ing the logical elements of induction and deduction. The model followed 

consisted of six steps: 

I. Statement of Relevant Facts 

II. Statement of the Problem 

III. Statement of Alternatives available 

IV. Final Decision 

V. Final Verification 

VI. Implementation 

The findings, or "Final Verification," stated that major reasons 

for implementation of the Scanlon Plan occur, first~ as responses to 
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needs only partially answered by Management by Objectives and, second, 

by positive contributions brought by the Scanlon Plan to the Management 

by Objectives concept. 

The conclusion reached by inference and affirmed by literary 

citings specified the present need for a comprehensive, pluralistic, 

continuous, responsive, and openly straight-forward management system 

as applicable to the community college. 

The case-study illustration proceeded to list specific issues for 

comparison purposes, indicating that the community college setting was a 

viable organization for modular implementation, that an increasing 

demand for de-centralized management processes by a more aggressive 

faculty can be met in a positive manner by the adoption of Scanlon Plan 

principles. 
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