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CHAPTER I 

INTRODUCTION 

PURPOSE 

The Lincoln Electric Company has achieved rather spectac-

ular success in the manufacture of welding equip:ncnt. l'Juch has been 

written concerning the incentive system which this company has. How-

ever, very little hns been published with regard to the ove.rnll per-

sonnel program in effect at Lincoln. In this Tl1csis, an attempt will 

be made to show th.:.t the incentive system is only one factor which may 

contribute to the. high productivity of the Lincoln workers. Nuuerous 

other features of Lincoln's personnel program such as the activities 

of the Advisory Board, provision of continuous ernployment, recognition 

of outstandin::; employees, etc., nay also contribute ·co the worl~er pro-

ductivity at this company. It is the purpose of this TI1csis to thor-

oughly exainine this personnel pro~ram, and in so doinc:;, to indicate 

what features of this program ::tight influence worker productivity and 

for what reasons. 

PERSPECTIVF. 

The most publicized feature of the personnel progrrnn in effect 

at Lincoln i,s the an.1ual bonus paid to all employees. 1'his plan has 

always been discussed uader the heading of a profit-sharing plan. 11te 

"profits" which arc shared come from the income received by the Lincoln 

Electric Company before the payment of taxes. Since this bonus is paid 



7 

in yearly lump-sum, it may be treated as nn expense to the company. 

Thus, the company pays no taxes whatsoever on .:my money so distributed 

to its employees. Under the general category of profit sharing plans, 

this type is known as a cash plan as opposed to a deferred plan. 

Among the members of the Council of Profit-Sharing Industries, 

deferred plans are more prevalent than the cash plan as used by the 

Lincoln Electric Company. Under the. deferred plnn, all arnounts paid 

out above fifteen percent of the annual payroll arc not tc.x-deductiblc. 

For this reason, it is very doubtful if any of these fims nrc paying 

amounts comparable to that paid by Lincoln. In 1965, the avcr.'.lgc bonus 

paid to each Lincoln cm}?loyec w.:i.s $8,220.83. 

To the best of the writer's knowledge, the personnel syst<?m in 

effect at Lincoln, including the size of the annuo.l bonus, is truely 

unique in industry. For this reason alone, this plan is worthy of 

study. 

NETiiODOLOGY 

All available journal articles concerning this coD.L'_)any have 

been thoroughly reviewed. In adcli tion to these articles d1ich have 

appeared in various periodicals, three books 1·7ri ttcn by J;.:.:1es F. Lin-

coln have also been reviewed. '.:.'hey were recd uith the h()pc of g<!ining 

soDc insight into the character and beliefs oi this raz.n who adopted 

many r,1cnagcrial practices which were trucly uniql:e at the time. The 

company itself has also published a number of pa.."'nphlcts wi.1ich the writ-

er· has found quite helpful in the preparation of this Thesis. 
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In addition, a personal interview \·ms obtained with the .:~ssist­

ant Secretary of the Lincoln Electric Company, Hr. Charles G. llerbruck, 

and other con.pany employees. All of the "tJritcr's questions which had 

been left unanswered by the available literature, were asked during 

these interviews. 

The writer has attempted to assemble the information so gather-

ed into a unified whole which will present a nmch more co::iprchcnsive 

picture of Lincoln's personnel progra:n, than is founu in any publica-

tion about this company. From this comprehensive analysis, a 1.1uch 

clearer picture emerges to explain the unique record achieved by the 

Lincoln Electric Company. 

SCOPE 

With the exception of Chapter II, in which the i1istory of the 

Lincoln Electric Company is presented, the scope of this Thesis will 

be limited to the personnel pro::;ran in effect o.t Li:1coln. Only thoce 

factors in finance, production, etc., which :.1ay possibly influence the 

desire and ability of the lJOrkcr to prockce will be discussed in this 

study. This limitation on the arc.:! to be covered is quite consistent 

with the purpose of this study ns stated previously. 

ORDER OF PRESKTfATION 

A brief history of the growth and development of the Lincoln 

Electric Company will be presented. 'l'llis section will include both 

the managerial innovations introduced by James 2. Lincoln, and the rc-

sul ts which have been obtain~d at the Lincoln Company. It is believed 
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that the history will provide the necessary background :for the reader. 

For this reason, the history is being presented first. The spectac-

ular success of this company is felt to illustrate. the desirability 

of, and the need for, a study of this nature. Therefore, these re-

sults arc being presented early in this Thesis. 

Secondly, the personnel policies currently i'~ effect at the 

Lincoln Company are presented. These policies arc presented in two 

sections. The first section (Chapter III) contains a discussion of 

all of the overall personnel programs including recruiting, training, 

merit ratings, the piecework system, etc. Chapter IV contains a dis-

cussion of all other company benefits which are usually categorized 

as "fringe" benefits. This chapter includes such programs as the 

stock purchase plan, life insurance plan, and the nnnuity plan. 

After a thorough discussion of these progrnms, Chapter V pre-

sents a."l evaluation of the material presented previously. In this 

evnluation, the writer relates the total personnel proGram to the 

workers in terms of i>iaslow' s hierarchy of needs. This analysis is 

presented in an attempt to explain the very high wor'.cer productivity 

which has be.come typical at the Lincoln :~lcctric Conpany. 

Lastly, the writer attenpts to answer several questions con-

cerning the applicability of similar systcras to other firws, and the 

future. of this system in the Lincoln 3lectric Company. 
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CHAPTER II 

HISTORY OF THE LINCOLN ELECTRIC GCliPANY 

The. foundation for today's Lincoln Electric Company was laid 

in 1895. In that year, John c. Lincoln formed the Lincoln Electric 

Company in his basement. The company was fanned for the purpose of 

rewinding and repairing small electric motors with a total investment 

of $150 of borrowed capital. During the following years, the com-

pany grew moderately, however, John Lincoln was more interested in the 

engineering phase of the operation than in management. The Lincoln 

Electric Company was well established in the. electric motor business by 

1907, the year in which James Lincoln joined his brother in the busi-

ness. 

James Finney Lincoln, John's brother, has been the naruc syn-

onymous with the growth and development of the Lincoln Electric Com-

pany throughout the years. James was born the son of a preacher and 

an outspoken abolitionist in Paincsvil le, Ohio, on l·lny 14, 1883. He 

worked hard on the family farm during his early years. 

At the age of twenty, James F. Lincoln went to Ohio State 

University to study electrical engineering. His scholastic career 

was mediocre., although he excelled as a football player and the Cap-

tain of the team his senior year.I In the sprini:; of 1907, J;;u-:ics con-

tractcd typhoid fever which forced him out of school before. graduation. 

lJrunes F. Lincoln, A New Approach to Industrial Economics (Hew 
York: Devin-Adair Co., 196l)~. s. ~ 
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Ile never returned to complete work toi:·mrd his degree, and went to work 

for his brother John. James Lincoln started as the firi:.1' s only sales-

man earning $50 a non th pl us 23 sales cor:t.Jission. 2 During the forllla-

tive years of this cor..1pany, John Lincoln h<:d proven hinself to be an 

extraordinarily capable cnr:;incer al ti.1ough he lacked uanagcrial skill. 

James' t.::i.lcnts as a manager were quickly recognized, and he 

was made General l·ianager in 1914, at the age of thirty-one. It was 

during ·i::i • .:..s s2mc year that he. took his first step tow.:i.rd the inccn-

tive management system that W<J.S to prove so successful in later years. 

JaL1cs realized that m.:iny of the worl~ers knew far more about the opcr-

ations of the company than he did. Ile. asked the enployces to elect 

representatives frora en.ch depart1:i.ent to .::i.dvisc hfo1 on the corJp.:i.~~y op-

erations. The Advisory Doard which wns then created has uet twice a. 

month ever since 193L~. 3 \,lhcn writins later abou'.:: the Ldvisory Boar<l, 

Lincoln m.:;.dc the following statc.uc;.:t: "I knew tl:nt if I could get the. 

people in the company to want the co;.~pany to succeed as bo..dly as I did, 

there would be no proi>lcills that 'iJC could not solve tor~eb.cr. "4 

'i11e basic rationale of the. i~dvisory Board are. as follows: 

1. The job of the organization is to r:'lake a better aad better 

product selling for less and less. 

2-b. ' 
~., p. 6. 

3-b·d ~., p. a. 
4 Ibid. 
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2. Piecework is the only fair way to reward workers. 

3. Huch of the. savings effected in manufacturing nethods is 

to be handed on to the consu<il.ers. 5 

'i'he Advisory Board h.:i.s functioned for the purpose of inform-

ing the employees concerning any chnnge or policy which nay affect 

them. Another purpose of the Advisory Board has been the .opportunity 

it presents for the c.nployec.s to bring any grievances or suiscstions 

they night have to the attention of m;;.n,;.gamcnt. '111.e Advisory Board 

will be discussed in :;rcater detail in a later section of this Thesis. 

In 1923, Lincoln began autonntically adjusting earnings up or 

dm·m in accord with the Dure.au bf Labor's cost of 1 i ving inde:>:. A 

stock purchase plan was inaugurated in 1925, and a suggestion system 

was adopted in 1929. 6 

Under the innovative lc..'.ldcrship of Jar,1es Lincoln, the company 

came through the decade of the l920's with new vigor. Shortly before 

the onset of the Great fupression,, it L:.trod<iced a new concept in weld-

ing electrodes. Hew techniques for their mnnufacturc were also dis-

covered ~hich enabled cost reductions of over fifty pc.rccnt.7 The. com-

pany was ir:.incdiatcly sued, G:or a pa-::cnt infringcnent) by one oi: the in-

dustrial Giants of that era, which consi(:crcd uelcling a specialized 

SJ".:uncs F. Lincoln, Lincoln's Incentive System (Hew York: 
McGraw-Hill Book Co., 1946), p. 119. 

0Lincoln, ~Neu Approach ••• , p. 10. 

7r· ·d ...£2:....·' p. 11 • 
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process nnd desired to control it throu~h licensing. 'lhc Lincoln Elec-

tric Company won this suit, thereby opening the door for its continued 

growth until it reached the position it holds today. Prior to World 

War II, Lincoln became the world's largest manufacturer of arc welding 

equipment, a position which it has maintained up to the pre.sent time. 

TI1e most widely knmm managerial innovation of Lincoln's was 

begun in 1931.i.. This was the annual bonus plan. Lincoln had tried an-

other bonus plan some years earlier, but it was not successful. It 

was felt that the bonus had appec.red to be a gift in the eyes of Lin-

coln's employees. The ar.10unt each employee received was in no way re-

lated to his individual productivity. llm1cver, in 1934, the c.111ployccs 

requested a new bonus plan. In response to this request, Lincoln de-

cided to try another bonus plan and installed a new 2J."l.d iruproved one. 

As will be explained in detail later, euployccsarc eligible 

for a bonus in December of each year. The amount of this bonus de-

pends upon the individual's ncrit rating, his base salary, and the 

total bonus pool. The size of this bonus has gromi to fantastic 

aruounts in recent years. In 1955, the bonus ;wcra~cd $Li., 376 J?er 

worker, whereas in 1%5, the ave.rage bonus had gro1-m to $8,220.83. 

'I'h.c.se large. bonuses arc the result of l•ir. Lincoln's philosophy 

of incentive management. He believed that the uost serious cconor.1ic 

waste in the free enterprise system is that ti1c hourly worker is rarely 

given the opportunity and the challenge that will develop his abilities. 

l:ir. LincoJ.n' s approach tries to offer his craployecs just such :m oppor-

tunity through incentive management. 
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There arc certain principles which lir. Lincoln felt should be 

followed when trying to set up an incentive system. In the first 

place., his plan tries to instill the "will to do" in an employee. 8 He 

believed that the bonus system contributed to this (;Oal to some extent, 

although he also tried to give rccog'"nition to the employees for all 

outstandins jobs they performed. A complete discussion of the. methods 

he used for recognizing particularly able employees will be included 

in. Chapters III and IV. 

Another prominent segment of the Lincoln philosophy was his 

belief that workers should be given challenging jobs which occasion-

ally go beyond their current abilities. In this way, Lincoln be-

lieved that operatives could often develop new abilities of which they 

had no awareness previously. lic had great faith in the. latent abil-

ities of the "comaon man." 

Another key point in Lincoln's systec-J was his belief in keep-

ing the employees completely informed at all times. TI1c Advisory 

Board, which was mentioned previously, accor.:plishcd tllis coal on most 

r.iattcrs. The co:::1pany has al so performed nunerous other services which 

11.::i.ve. been used to inform outsiders as well as cr,1ployccs in many cases. 

It has sponsored com~ctition ior dcsi::;n, published textbooks, con-

ducted seminars, provided articles for tecl1nic.'.'~l journals, nnd worked 

closely with c.n::;inecrinz colleccs.9 

8 11Lincoln Efficiency," l:cusucek, X:'OCIX, 110.lO(Larch 10,1952),p.79. 

9R,ay.,1ond Eoley, "Lincoln's Incentive Pla:a", i<:cwsi:1c.ck, LVIII, 
No. 24 (Dcceraber 11, 1961), p. 96. 
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l,~r. Lincoln also hnd definite idens concerning labor orG~miza.-

tions. llis shop has always remained completely open. Wl1cn questioned 

concerning his beliefs in this area, Lincoln replied: "I've never done 

anything to figllt unions - - but what have. my workers Got-to gain by 

joining a union?"lO 

In one of Lincoln's books, he discussed this topic a little 

further. 11 lie said that labor should be organized since. it has dif-

fe.rc.nt problcus than those which confront nanase~nc.nt. It is necessary 

that these separate points of view be developed by each. However, 

Lincoln often referred to collective barr;aining as "civil 1<7ar, 11 and 

he wrote in 1950 that unions were. hurtin:=?; labor more than they were 

hclping.12 He cited John L. Lewis' coal strike. which secured a raise 

in wages for the strikers; however, it would take years for this raise 

to compensate the workers :for \·;-ages lost <lurin~ the strike. He was 

also strongly critical of the :.)ost war rounds of wage increases re-

sul ting in the "wage-price s;_:>iral." To Lincoln's way of thinking, his 

Advisory Board was his labor organization.13 

There have be.en two r.1inor attempts by unions to organize the. 

Lincoln workers. Shortly after \·lorld W;::.r II, a Forcr:ian • s union tried 

10 1'Lincoln's 1~c.w Plant", l·Jcwm.J~ck, JCOCIV, no.l (July L~, 1949), 
pp. 60-61. 

llLincoln, Lincoln. 's Incentive ••• , p. 118. 

12Jltl-:lcs F. Lincoln, "Is Lnbo:- TI.idine; ?or a Fall?", Ar:ierican 
1-l.agazine, c.;a..IX, l':o. G (June 1950), pp. 25, 127. 

13- . 1 L. l ' - . 11" 119 LJ..nco n, inco n s .LnccntJ.vc ••• , pp. 0- ·• 
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to org.:mize Lincoln uorkcrs by writing to them .:i.t their houcs. It ·wns 

stated in a co:.1::_'.)any publication thnt these orgn11izers nadc the "cardi-

nal error" of personally att.:!.cl~ing Hr. Ja~aes P. Lincoln. 1 L~ They r.1et 

with very little succc.ss. 

The other effort to organize Lincoln workers also occured 

shortly after the war. A union or[;anizcr haaded out leaflets to the 

uorkcrs as they entered the factory door. TI-1.c workers were told that 

there was to be a mass nee.ting in the adjoinine; parking lot the next 

day at noon. As the speaker bcr;an tall~ing on ti.1e i:ollowinr; do.y, a 

worker started testing a t;o.soline pouercd generator, with ou:.'.:fler re-

uovcd. The worl~er started nnd stopped the machine scvcrnl tir:1cs as the 

uudicnce laughed. The speaker shouted to be heard nbove the din. De-

fore very r:mch tL1e had elapsed, the speaker p.::.cked up his papers and 

drove away. llc never rctun1ea.15 

\'Tncn asked if there were .:my ncr..ibcrs of craft unions present-

ly employed by Lincoln, a r.let:1bc.r of Lincoln's man.s.~~c..~1c:-J.t rcpl icd that 

the.re were. not. He stated that this was due to tl1c co..:1pany policy of 

promoting from wit:1in the comprrny entirely. 'l1i.c only shop uorkcrs they 

hire arc those who come directly fro~.1 hi:?;i.l. scl1ools and trndc schools. 

J31:lcs Lincoln hnd very ston::; fcclinGs concerning nany topics. 

He. used all available ::..:edia for prcscatin6 his vie.us to the public. In 

lL~A.N. Wecksler, "A Case. Study of the Lincoln Electric Company, 11 

Incentive liana~eiC!.ent, (Clcvclnnd, Ohio: Lincoln Electric Compo.ll.Y, 1963 )p. l. 

15John fusr::iond Glover, The Adrc.inistrator (Hor.1cwoo<l, Il 1 inois : 
Richard D. Irwin, 1957), p. SSS:-
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all three of his books, his strong opposition to bi8 governr:1cnt w.'.ls 

discussed at great length. Thousands of groups throughout tl1c world 

He.re addressed by Er. Lincoln, end he was a "constant" contributor to 

the letters-to-the-editor columns of Cleveland nc.uspapers.16 

In 19L:.7, he fcl t that arc uc.ldin~~ was being severely ha.ndi-

capped in cor,1parison to other l:1ctal joinin;; methods such as riveting. 

1-lr. Lincoln stated that the. govcrrn:1ent ':·Jas placing restrictive. tests 

on his ind1lstry by requiring that al 1 arc welded joints in ships raust 

be. X-raycd. No tests of this nature were required for any other means 

of joining metals. \-lith usual Lincoln cnth~siasm, he presentc<l his 

case to the Scientific ATtc.rican. The editors of this journal tried to 

promote u. debate on the. subject between Lincoln and a·high-ranking mc..J.-

bcr of the rive.ting trade. 17 TI1crc was no response fro;~ the rive.ting 

profession; but, Lincoln was able to get his beliefs bc:foi..~c the '>ublic. 

In order to avoid the tcr~:ptation of allowing costs to rise 

durin~ prosperous times, Hr. Lincoln declared a goal o:E rc.ducin~ total 

costs by ten percent every year. 'i'his Goal has been rctu.inc.d through 

the ensuing years. The conpany continued to grou and prosper follow-

ing the war. 

In 1951, a new plant was constructed for the Lincoln Electric 

Corapnny. l"'his plant is quite strikin~~ to the visitor in that it c.::1-

lGLincoln, ~Hew A~~roach ••• ,p. 17. 

17 J~'r,1cs F. Lincoln t "Arc ·(·Jclding Is Being }Iandicap;)cd ••, Scientific 
llrncrican, 117, No.3 (Scpte~abert 19L~7), pp. 101-1050 
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bodies a l nrge nurabcr of J:.1r. Linco 1 n's re vol ut ionary ideas. As the 

visitor enters the plant, he is confronted by a phrase placed in a 

prominent location on the wall facing the door. In letters each a 

foot high, the following words arc spelled ot!t: "'I'hc Actual Is Liuit-

ed, The Possible Is Inmcnse." This one statcr,1ent is the basis for Lin-

coln 's belief that miraculous o·ccurrcnccs could be expected if workers 

were induced to develop their abilities. 

1·.Ir. Lincoln said thnt he repeatedly cr:.:.phasizcd tl.1e fact that 

any lw."1.1ries in the Lincoln Electric Company would be. purchased out of 

profits and hence the er:iploycc' s bonus. Oace the workers requc.stcd the 

installation of a public address systcru. \-Jhc.n Lincoln investigated this 

possibility, it was found to cost :~so,ooo. ~ihen the workers 'i·<ere told 

that the system could be purchased out of profits, and therefore the 

bonuses would be reduced by the same anount, the ·wor:~ers quickly lost 

their cnthusiasra.18 

The reuainder of their physiccl facilities re.Elect tl1c sa..-:ic at-

titudcs. 1hcrc arc no luxurious wait in;!, roans, pL1si1 o:.:;;icc.s, nor any 

0:2 the other typical tr.'.ldc':tc..rks of: 1.:-:rgc .Ancricnn i:msirn~ss. In the. 

cafeteria, the cow.pany attitude touarc1 frills is po.rticularly evident. 

All Lincoln employees, rc;:;::i.rdlcss o.1: their individual status, , . ca.: in 

the s::i.uc s;_:>arsely fu::.uished roo:'.1 with bare cinclerolocl: Halls. They all 

cat the sane food Zror:.1 the sm~1e strai~ht-backcd chairs. 

The rca::indcr o:C the plant reflects the sane austerity. The 

conpany has adopted a policy of refusing to invest in any equipment 

l8Glover, The Ad::iinistr.::itor, p. 574. 
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which would not pay for itself within five ycars.19 It is felt that 

this policy will tend to r:U:.ke all of the employees conccntrnte upon 

new ideas as the prir:iary mcn."1s for lowering costs rather than merely 

advocating the purchase of new uachincs. As a consequence of this 

policy, many of the nachines currently bcin~ t:scd in the production 

process arc quite antiquated. 1Jhen qucstioncc1 concerning the possi-

ble disadvantngcs of out-dated equipncnt, a ru.::m.agcwcnt representative 

stated th.'.l.t the unchincs arc so cycled that o;.1c wo;.~kcr nay be work-

ing on a second machine while Haiting as the first rnacL1inc is per-

forming certain other operations, L1plyinc th~it tl1c r;i.otivate<l 1·:orkcr 

could be highly productive cve:i '"1hen usinr; less than optimo.l equip-

mcnt. 

hr. Jai:1cs F. Lincoln ~noved up fror:.1 President to Ch.::.irr.ian of 

the Board in 195L~. He retained this position until his clcci.th in 

June, 1965. 

The foregoing has been :J. discussion. ot the history o::: the Lin-

coln :Slcctric Compn::i.y, coupled with so<:1c pertinent views of Lincoln 

with regard to incentive r.1an.~ic;c:,1ent. 'l'hc follmJirL{:; p.::gcs will be pri-

r:J.arily concerned with the actt:.'J.l results whi.ch Jrn·aes Lincoln bclicvetl 

were due to his systehl. of i:.centivc r:i.aaa~;cucnt. 

Fir;ure 1 shows the relationship between ti:1c selling price of 
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u weJ.acr and costs. As the chart shows, 12.bor, copper, and steel costs 

have increased subs"i::.::mtially since 1934. liowevcr, t~te cost of the 

three hundred anperc uotor-r,;er:.erator is now .:i.pproxi:.1.0.tcly tHcnty per-

cent less than it was in 193l~. The nachinc, with the exception of ir.t-

prove.men ts and rc:i:incr:ients, is substantially the saE:.c today as it i;ms 

thirty-two years .::i.go. 

A co1:1parison of t~:.e price of: steel rod wi ti.1 the price of Lin-

coln's welding rod is depicted in Figure 2. A welding; rod is cut nnd 

dr.:n-m fron the prinary rawnatcrial (steel rod), nnd then ~ivcn a coca-

plcx cheLlical coat in(; which adds f:urtL1er to its cost. As the chart 

shows, the cost of the bu.sic raw ;-,w.tcrial has incre.:lscd trcuenclously; 

however, the Lincoln wcldin2; rod sells :i:or less today thai.1 it did in 

193L~. Lb.coln frequently stated a nu~.1ber of f~ctors which he be-

:j.icve<l to be responsible :.:or kccpi.ng his scllinS prices at <::. low level • 

.Among those i:actors were the ci.cvclop:.:cnt o.2 nm; ;::z..cl1inery for produc-

tion, better use of ~<::.terials, better dcsizn, on<l greater s~ill of 

the oper<::.tor. 11c believed the prir.1ary deterninnnt of his low prices 

to be the cooperation of the. workers, a:1<l the develolX.lent of latent 

abilities. 

l.i'igure 3 co~.1parcs t11c sales val -uc 0£ Lincoln i~lcctric I;ro-

ducts per employee with the na:mfa:cturinc; ind~stry aver.:i.:~c. '" . J.!!.l. s 

coul<l be one measure o:C a 1:orker's proc.h1cti.vity; ho;mvcr, it rn<1st be 

rcmcnbercd that the prodl:cts of the u.J.nuiac·curinr:; ind:..:s'try .::.s a whole 

<liffor uiclcly. For this reason, .it could be .:i.r::~ucd th.::t t.i'.e ::1anufD.c-

ture of ucldin~ cquip1acnt t;1erely requires fewer wor~~ers to ::iaint.ain a 
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given sales level than docs the manufacturing industry in its 

entirety. 

The nvcragc hourly earnin~s of production workcrs and non-

supervisory manuf.:i.cturing personnel have been substai.1.tially hi:::;hcr 

at the Lincoln Electric Company than the avcrat;e of all manufacturing 

industries. Chart 4 shows this relation for the years from 1956 to 

1964. Although hourly carninzs at Lincoln arc more than twice the 

national average, the lc.bor cost per unit produced is subst.:mtially 

lower than that cost for other coHparnble co1:ipanics, al lec;eclly due 

to the productivity of Lincoln workers. 

Figure 5 depicts a comparison of the L~onthly labor turnover 

rate at Lincoln Electric Conpany with the aver<J.c;e o.2 all r.::anufactur-

ing industries. ;.Jhen cntcrprcting this chart, it ;;iust be. rcr.1cr:<bcred 

that employment at Lincoln is co:-itinuous. When business slumps there 

.:ire no layoffs. 

The forer;oins chart.s clearly show t:12t the Lincoln Electric 

Co;~1pany has been able. to .rcc1:.1cc. selling prices in s;:;>i tc of soaring 

raw material and labor costs which have increased trcr.'.cndously. 1l1is 

practically unique pcrform.'.lnce is allegedly clue to the unusually hi:;h 

productivity of the Lincoln workers. EvidcZJ.tly this high productiv-

ity has been attained while a highly motivated, co·ctpctcnt, end satis-

ficd Hark force has been raaintainccl by the co;:.ll).'.l.il.Y. 

When profits arc used as a measurin~ stic:~, t:lC success of 

this co:npany is still quite evident. In 1065, the net incm:1c foftcr 

ta~:es) of ti.:.c Lincoln Electric Conpany cliribcd to a new his;h of 
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$5,239,000. 

tanz;ible net worth, 2.nd a return of 9.lL~ percent on the totnl c.sscts 

o~mcd by the Lincoln =:lcctric Co:-ipnny. rJ..~is is i'.J. \rcry substantii..11 

return Hhc.n lncasurcd by ..:ny stand2.rd. 

be red that ·the $5, 209, 000 of net pro:Ei t is the a;~1otmt ;:hich re1;::ained 

ai:tcr the year-end boil.us of ;i)lL:., L;.l~Li., 000 wo.s po.icJ.. In coi:lpo.rin~ tile 

profitability of the Lincoln :8loctric Ccu~;any wit~1 tr1c industry .:.1vcr-

.:J.[;e., the industry co::i.prisin::; the Standard In<llwtrid Cl.:.:ssification 

Code 3C2 was chosen. 'i~nis catcr;ory includes ali ind1..;strial electrical 

apparatus of ~vhich the 11cldi:nz cquipucrnt incJ.ustry is oi1c sc~")ncnt. It 

is very <lifficul t to mal~c a direct cor.1pariso;1 octHccn the Lincoln El cc-

tric Company and its cor.1pctitors since in 1aost ca.scs, th.; n~~nu:Ec..cturc 

of welding cqui1xacnt comprises only a su.::.ll sc.fE;.1cnt oi.: their totD..l 

product line. Since cor.1?.:li1Y state:, cnts arc usu.:'.\lly ;:>rintcC: i;·: con-

solidntc.d Zorc.1, :?. valid cor.9nriso:1 is not. ;;ossiblc. 

For SIC Code 362, the ucdL:m o:::: net pro2i ts 

t~mgiblc net worth is 10.33 pc:L·cc:1t.20 ·i11us, the return. on cc1;.1ity is 

sli:_:;htly higher for the Lincol:1 .Slcctric Cor.lp.:::.ny than tllc industry 

median. But, the Lincoln Electric Co;~1pc.:1y has ,-,o lou.z-tcrn debt o;.1t-

stan<lins. 111crc.fore, the tangible net ~;orti-: co~~~1priscs 3. L1ucb. 1.::-..rr.;cr 

SC[:,'1"'1Cl1t Of the Lincol11 Electric Co~~1pn~y ~i11n'.i1cini structure. thni1. .... 
l. .... 

docs :Cor tl1c .:'.""Ve.rage. co:1~aay. 

83 percent of Lincoln's total assets. --.::.:1c TJ.cdir~11 of t.b.c net profit 

20!11,lll's Review aTid Foc1.crn Industry, (novcr::bcr, 19GS), p. 6L~. 
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ns a percent of net workin~ capital is lL~.l.J-7 percent for- SIC Code 362, 

1-1hereas Lincoln returned over 13 percent on its net workins ca2ita1.21 

These figures coupled with the after-tax return oi 9. ll:- }?ercent on 

total coupany assets give further indication of the success of this 

company. Siuilar results have been achieved in recent years at the 

Lincoln Electric Cowpany. 

Since it is obvious that this compa;.1y is quite succcssf;.11, 

it is now r..cccssary to analyze the fo..ctors leadinz to this s1..!cccss. In 

the fol lowing Chapter, various SC2,'l:tents of thG pcrsom1cl pro0rar.1 in 

effect at Lincoln will be discussed. It may be rcvcalccl that so:ae of 

these personnel policies o.rc particularly useful in developing the very 

hi!jh level of ei.":tployce productivity £:.nd satisf.'.lction uhich is evident 

nt the Lincoln Electric Cor:i.pnny. 

2lrbicl. 
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Clt\.PTER III 

PERSOI-EJEL ?~10G2Al:l 

In Cl12ptcr, v.:i.rio~s scr,-r..1cnts oi: t~1c over al 1 person-

ncl progr.:10. in cf2cct at the Lincoln Electric Co::-::.::;nny ere <lis-

cussed. It includes suci.1 topics o.s recruiting cnd trainins, tl:c 

Advisory Dow.rd, pro;notional policies, etc. ::owevcr, prior to the 

discussion of specific pcrsonacl policies, it is felt tl1at ' . 0.. Ul.S-

cus.sio11 of tl1c cor~1pan~l or~~111izatio11 is l.n order, si11cc tl1c ort;nniz-

o.tion i tsel:Z provides the fraDcwork ;:i-L:in ~Jhich the pc:-so:-:.nel pol-

icics are applied. 

W .. G.:'llUZATION A:i:TD Sl?AH OF COI:TROL 

l.'hc Lincoln Electric Cofftpany L-:.ns no fon:w.l oq;anization 

inc; to lu .. ;:1. 

rest of the organization as well. l. ver3r larz;c span oZ control in-

diccitc.s tb.at, out of nc.ccssi ty, dc.cicion r.~akinr; is C!t·~i tc. <..1cccr1tral-

izc<l. Tbc su~)crvisors makc up the ~'1e::t lc·,rcl c.:1.C: report directly to 

tllC <le po.rt.Km t heads. .:; ·~ ..... i:ro::'. 50 to 80 

uorkcrs report:i.n.£:: C:irc.ctly lli:-i. J.\S render h~s probc"bly· no-

ticcd, the cocpany nppc.:i.rs to h.::vc a r..1inL1u~:t o:i: ::.::La.:i.gerial person-

ncl. Tirns, the Lincoln :Clcctric Co::Lp.::ay ;·.1ay be characterized as a 

"fl.:tt" organization. 
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It iB said tllc.t Lincoln cnploys only a fraction of the engi-

nee.rs th.::-.t siuilar firms. cuploy. 1 '.i.'l1c writer believes tl1at the sc:::I.1c 

could be said of all il1.:magcrial personnel. In tl1e e:1.c:;inecrin~ sec-

tion; the 2<'."!scarch Vice Prcside,1t is quoted as follo>1s on this subject: 

"We have n sr:ia.11 group, but it operates .:i.t peak e'.:Zieicncy. 

little supervision;_ no one has to uritc i:1c::~os or lonz; weekly rc~)orts. 

We keep our lines o:!: coci.:w.~1d very short here ... 2 

The very large sp.:m of coi.1trol together '\:ith the statcr::cnts 

quoted above provide a very stront, indication ti·Lat the c:~:ployecs re-

ccive only ;;cneral supervision nt this co::.:pn.ny. 

1;vi1.cn the Lincoln Electric Coc:qnny is in need of \:Orkers, ccr-

tnin steps arc followed to obtain these HOd:c.rs. Each year, re)rescn-

tativcs of the Lincoln Electric co,:ipn11y ~~o to l:i~;h schools i.n Cleve-

land and ncar-0y rural areas. rI'l1csc. rcprc.sc~:tativcs visit botl1 ti1c. 

Lincoln looks for 

a higl1 I.Q. and il conpetitivc i11stinct, as evidenced by pnrtici?ation 

i11 athletics, <lcbating, etc. 3 ~1ccruitcrs a.re also lool:i~1[; 2or ccr-

tai:.1. other traits sucL1. as uillingness to woi:k h.::-•rd, ability to Hork 

lv. JC?.shi.:m, "Docs Profit-Sh2,rinc; P.:i.y Off?", 
necring, Wove~bcr 26, 1S02), ]?. 13L! .• 

3Glovcr, 'lli.e Ac'Liinistrator, p. 589. 

Ci1.c: :ical :Ln;;i.-
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with. their ha."1ds, etc. It is felt th.:i.t often ~rotrnz l~1cn be.st 

suited to workins for the Lincoln :Dlcctric COinpany nay be ootc.incd 

i:ro~,1 the n;ral high schools since generally these ~radu.:::.tcs h~:vc 

had ;~:.ore cxperic::cc in worldng \Jith their h.::mds. 

'l''l1c. ccop.:l.n.~.r also 11irc.s ar1 ~vcr2~c of ten to :Ci~tcc~1 ~;crso11-

ncl with coll cr;c clc8rccs each year. '.Che <lcr;rced cL1ploycc st.:i..rts <lt 

.'.l salary of $l~OO per month i;;hicll is very 101·; ullcn corc1yarc.d to the 

salaries oifcrc<l by oti1cr firrn.s. However, the dcr:;rced cn1iloycc is 

eligible for n bonus his first yc.'.lr,. the c:u.10unt bei;:ig clctcn~:incd as 

follows: 

Bonus = Income For Period :·Iorkcd :X: 60 Percent X rlerit Rating 

The n.:i.nagc:-1cnt feels that within two yc::irs it will be able to tell 

whether or ~1ot the dc5recd Ci..iploycc ,.;ill s..:.ccccd. It is cl.::ii1~1ec1 tll.at 

rna:1a[;c.sc:it knows withi;:i two to three no;:itl1s if: the O"'.JCrativc is the 

type sougl1t by the Lincoln ~lcctric Cou:1a11y. 

Lincoln ;:;lcctric .:;o~:t;.)any. The individi:al lc~vi~12~ tli.c job tr~ins the 

new worl~cr m-.tircly on the job. 

\·1orlccr is pc.id tl1c dn~i\·JOrl~ rc;.tc ~-1l1icll ir:: 80 pcrcci.1t. o~ 11.is piece-

work base r::i.tc. ~~c conti:i.ucs on '~e:.y;:od;: 1..n1til ~lis output increases to 

the point which Hill war:;:-nnt chan~in:::; over to picccHork. 

1"'l1~ i11structor, duri;:ir; t.l1is tirnc, is stil 1 ~J.:?!.i.d l~is asunl piece-

Horlc r.'.ltc; however, a c;ood job oi: t:c.:!ining uil 1 be reflected in his 

ncrit r.'.ltins. 
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\10;:-kcr for any uc.gcs lost throu~;I1 lowered productivity Hhilc traini:i[; 

the nm·J c.LCr;loycc • 

. Any procluctiv:; labor pcri:orGc<l by tiic nm1 cr..:ployce ~;hilc 01~ 

provides furtl1cr cor1pcI1satio11 to tl1c ,.,~orl:::cr I?C.ri:on:lin::; tl'lc trninint; 

·'=u . ..,c'-ion L! • 
.a.. "'" '-- 1 • 

The trnini:i.1;; :_:icriod :Cor t:1c dc::i;rccri cr.qloycc is one ye.:J.r in 

dur:ition. It is ~ very inforr.1al procedure ut:f_J. iziw·: on the .Joo train-

i;:1;_:; exclusively. 

Lincol11 also c.ncourasc.s its ·oori~crs to attc~1d i1i~~1t schools 

It w.::.s said in 19L~6 t~1at Lincoln hcd :·~·,ore of its people in v.J.rious 

ni~llt schools around Cleveland tho.n c.ny other pl.:::.nt rcg:::rdlcss of its 

size.5 

inc; <lcc;rccs. 



ADVISOJ.Y BOA'..lD 

uas iwL1cdiatc.ly confronte~ with a difficult situation. 1-lc. re.al izcd 

that ;:1.:my of the workers knew far t:iorc about the opcro.tio;:i.s of the 

co:ap.:i.ny th.on he di<l. For this reason, he decided to nave c~ch <lcp.:i.rt-

::.1cnt elect reprcse:1.tatives to odvisc hir.1 on co1:1p.::.:1y operations. The 

Advisory Board. whici1 uns then created, has r:1ct tuice c.. nonth. since 

19ll: .• 

The ::ic:11bers are elected to serve one yc.::1.r a;:cl they receive: 

$8.00 for cnch mcctin::; attended. J."io rr:c::.~bcr .-~.ay scrv;:. two ten1s con-

sccutivcly; homwcr, alter bci11;; off of tl1c 300.rd i.o:: a yenr, .:my pre-

vi01..:.s uc::1bcr r.:ay be re-elected. ':Che r:.inutcs o;~ all mectin:;s arc post-

ed in each dcpart1:1cn.t; however, the BoarCJ. mcr:ibers arc C:(1)CCtccl to dis-

cuss the Board's decisions with ';:heir constit:.::cnts. ,·i.i.1.y ci::ploycc, re-

gardless of £1is st.s:.tus in the conpany, ·.:.::i.y "bring u::; .·ny rnnttcr for dis-

cussion and consideration by the Advisory i3o.::i.rd throu,-;::. his elected rep-

rcse.~i.tativc. 

In addition to discussb.s S?ccific problcns c:d.sting in the. 

various dcp.::i.rtncnts, the Adviso;:-y ]3oard. h.:i.s cl so been uscc to C:iscuss 

sucl1 otl1cr to11ics u.s business prospects, co::1petitors' pro~;rc: .. 1s, gc.n-

e.r.-::.1 plm1t o!_)cr:::.t:i.ons, etc. 

The Advisory Board serves .:: nu:·Jbcr of very useful f:unctions. 

l·!ost ir::!.port.:tnt, it is a ncctin~; pl.::tce :Zor labor and mnnc:::;macnt. In an 

Advisory Board meeting, each group cnn bring .:i.11 thou::;M:s and i:>clicfs 

out in the. open for discussion. J.:u:..1cs Lincoli:i. fcl t t:ui.t this fi·.::i.nkncss 
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peace and 11D.uno1~y. 'TI1us, tl1c. ~\.dvisory Boa.rd is 0~1c ~,~ctllocl by t1b.icl1 

er;:ployces :.:ay :pc.rtici;:nte in r:1na.:.~enent. It also presents <J.11 ide.G.l 

opportunity fo;: employees to bring up gricv.:.nce.s :for discussion 2.nd 

settlement. 

Furtllen::iore, the Advisory Bo.:crd pl.:::.ys au in:portant role in 

the field of persoanel Cievclo;:x:i.cnt. ·~·~·orl~ers clectc.cl to th.c ~~visor~,r 

3onrd arc co:1frontcd with the need for a diffcrcat outlook upon )rob-

lcr.1s. They arc presented with iafornation concerning ovcr.::i.11 coc.pnn.y 

policies, problc:·as, goaL:i, etc. Tl.1is exrierience s:l.ould enable the 

c;;1ployce to better u'1clcrstand wl1erc his ;_->.'.'..rticular <lcp.'.l.rtuc:Yt ~;its 

·into the. tot.2..l IJicturc o:'.:' coupa:l.y opcr.:.tions, 2..nd therefore broc:clen 

his perspective. 

ing behind r-.1nnazci.~ial decisio;.1s, c.ncl shoul<.l O.cvclo;? his individual 

ability to coL·~:niuic[!.tc articu.lntcly si11cc ~le r~1T.1st nrcsc:1t h.is dc:_Jart-

yartocmt. 

111c rule tl1c:t r10 re.prcscn.tativc rn.w.~.r serve on. tl1c .~clvisory ... 

Board for t\·JO consc.c'C.t.ivc tcn:1s .:i.llo\1.s u grc.c1:tcr n1.L::.Dcr o~ crJployces 

to receive th.is V[lluabic c.:-:pcricn.cc t110..n \·1oulcl be t~:.c c.:J.sc. il: tl:in 

rule were not in effect. 

As stntccl previously, one of Lincoln's :2m:.d.::J..'.cr::.t.:i.l pol icics 

·CJac to k.ecp e:-~1~loyees ir1£or:-acd c..:n<l in·volvc<l nt Qll ti~.1c.s. 'I'he Ad-

yisory B.::>ard contributes grcc:.tly toward pcriorr-..:.:in::; this r,1a~~agcrinl 

function. 
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oomw pool. 

divi<lual Cl!.1I)l0~'CC. l1C..S tb.c Srcctc.st co:-:troi, it is ol.J~.;:i_ousl~r O[ pri-

Ft~J:~' interest to th~ c~~:ploycc. 

'l1l.~c r:i.e.ri t rc.:~ir1r; procedure. is curried o;.1t t.t-:icc a ~rear, i~-i 

is jucl~cd O'~ .. o.. nur::ocr oi: :C.:.ctors of 

job is. 'Th.c job is r~tcd :;_:1 tltc Job Ev~luatio~1 

\Jil 1 be discussed in th.c k). ,_, ...... ~ 
1....- .. -1...o sc.ctio:L. 

arc ia~:.c.lc on ~ot::.r 

c.bility." 

cr's supervisor ~Ole t.o dc::.)(~nd upoa 

It .:.lso r..:ttcs 

in good o;::icr.'.lti;~.c; co:-,(;itio:1.. 

dcpartr..1cnt 11cad. 

TI1c cr.1~Jloycc 

pJ.rticulor 

proccdttr< 

CClC:l 011C 

all f:.~nc-

T:1c scco~1<l cc.rd is usc.d. ·~o rc.tc t~lc \,;orJ.:.:cr on. qunl i t:r. 

is t:1ndc by· t11c c.:·:J.ployec 's 

out by ca.ch cr..1plo:rcc., includin;:; ti~c 'ivOrl~cr's success ::..r~ clLlina:tinz 

errors <J.ncl rcducint; scrap and w.:i.stc. 
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11~c nc:~t car<l is used for tb.c. pt.1rposc of r.::l::L:-i:-::~ cc .. ch cE:ploy·ce 

oa output. 

duce 11is rrr£""":-ci.B.1:r..1, i:lI~.cl ::lso tl1e qu~n.tity or useful \-~:orl: actually cor:i-

plctcd. 1:1is rating is I:":.aC:.e 2or c.acl1 cl-..1ploycc b~r h.is clc.yo..rtL1c.at head 

in coo:?cration uith the; Production I;c::_:>artucnt. 

Th.c fourtl1 ~1<l i:in.n.l cc:.rd evaluates tl1c. iri.dividu.:;,l \Jit:~ re-

go.rd to his ideas a:1d cooperation. ::c~v idcns ~11a. L~c.t.:1o(:s arc nctivcly 

sought by n.::.::i.::i.gc:n.cnt <J.ncl uill be. rC';Jardcd j_n 

is u:::-gcd to r::nkc suggcstioi.1s \-J:1ich '\·Jill lc2.c1. to rcc~uci::i~ costs, ir1-

toners. 

l·~th.ods LcpartL1c11t on t11is :C:cctor. 

In ti1c offices, tl1c G.c )~1rtL:c11t i.1cD.c1s or sL~pc:.r'l"visors r~tc all 

factors ~·lith th.c aid o:: on\...:. or :·,.lore otl1cr c::ccu-~ivc:.s. It is folt that 

the possibilit:r oS: ~my ~crso,1.:::.lity co:i.2licts showin~ up in an i;.1~iv-

idu~l's ratin~n. 

i~or tl1is reason, ti-;.c wor:~cr is .'.l.ctu.:::.lly ·:.:;e;ir<; r<::tc.c1 cr:.tircly in co:.:.-

:rowcvcr, a~1 c:1ploycc docs L:cl~.c ar!. ur1usuc..l col1tri-~:itio11, all rati113 

points .'.lbovc llO arc not incl uC:c~ L;, the. ratin:3 ::;rou;:> tot.'.',l, so the 

rcmc..ining r::.crnbcrs of the ratin;:; group ~:il 1 not be pc:~-~1 izccl Zar tl1c 
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outst.:mdin:; work o:C one or a i:cw. .f:J.l points over 110 .::.:cc scbjcct to 

rcvicu oy n co~·.nittcc of cor.i.pany Vice Prcs5-0cnts. 

'rhis co1Ji:1ittc.c:. \·.1ill th.en attct1pt to judge tl1c inclivi<lual 'G outstaD.din~ 

contri'Jution to ti::.c or:=:;anization, and the extra points will oc aim.rued 

recm.iucnd.s.tion ·.r:1crc is n scpo.r-

ate pool of ocrit points spread over ' -·enc. co::c:;;nmy as a 

Hholc. The extra ~)oints (all over 110) co,;::c £rod -::his pool. 0 

'Ehc rnti11::; of a11 cE1ploycc \·1ith le.ss th~11 s::..~= t:1011t.l1s tc.r1urc 

Hill be ma.de by his dc:1artl:1cnt h:.::.::<.l with t'.1csc points not bcin~; includ-

c<l in the ratLJ.8: group's avcr.J.gc. 

one <lcpart.m.cnt duria~-; the previous six ~-.:.ontli. period, he Hil :L ::ic r<l·;:e;d 

h.c l.1c~s 11ot rcL.1aincd 

st:pcrvisor 

his craployccs ini:orn::::.cl at c..11 t.:i..c.ccs. 

be reflected in 1-1.is r.1crit rc.tir .. ss. 



~.-, 

.;>u 

If tllC Cl:lploycc 112.S c. tCi1clC~1C)l to be l.a.tc Or' C:.bSC:-lt, it \lil l 

sub_~t3ntin.lly io~1cr 11is r:~c.rit ratint:. 

o~-.tpt.:.t, 1:our-tcr:ths oz a poi:at is c!cductcd for ' c.:::.ca ~lbscn.cc, re-

~.:i.n~lcss o::: tl1c rcaso~1, up to ancl incluc1in::; the fourth (lay oi: co:::sccu-

tivc aoscnccs. i?urti.1c.n:torc., several u11c:{cuscc1 a.bsc.nccs \ril 1 lc.c.<l to 

disnissal. Latc;:icss, as evidenced by ti1c cr.~ploycc's ti::1c c.'.lrd, will 

also be o.. fu.ctor i:i tb.is rnt:irA.c;; al t.:1ou::;b., -tl1crc is r10 s:)cci:i:ic.cl dcGuc-

Proiaotions c..rc b.:tscd strictly upoi:l. r..1cri t, ~11d o.11 p::-oi.:1ot.io11s 

~.~1 o::c. o::= Lincoln's bool:::s he. s:::id the. 

follouin;:; .:.bout the role to be played by sc:i.io::-i':.:y L-i p;.·o;:otim-..s: 

••• r.£11crc \.Jill ~1\-.rnys be t:·1.c stri·vi~<~ o~ 

positio:.l. to ou-~-)CLi:or::: those -;: ... l10 .:t~c. tibovc 

to prosrcss in in~ustry. 

ct:s-Co~:.:. tl1c:.:-1 fro·~~l ~~::,r ot:1c: ... si:1~lc sot.:.rcc • 
.stctic t·:~ir1<1 i11 ~n:,r plo.cc o:C. ic.;~.Lc~ .. s~1i:). 

3c~•io1:i ty 

'fhcrc is 2. crc:tt ~·:J\r1.-:.~-::t.:.1;:e. }_1:. r.::-.:-:in~; ~~~Cf-~C::t ··-r ... ~-:..:.L:."CS of 
t:h~ :jt.:.~·;.ior i::Cl'1 i:: (1.l1}T OrGiJ.:~1izu.t:~.Orl to i .. ··.O~C l"'Cs: ... o:;.sijJ..c ~)OSi-
tio:.:s. 
\Jill tc..l~(! 0:1 l1C\7" li~:c. 
:.tnn z:<l't/~tnccd, it \Jill 
best : .. 12.dicir:~c t~~o.t Ci.::y 

·~,h.c;. cl:;,\:-:.~ G. 

ir_;,spi~c .:i.ll. 
t.'i:c 

oi: Li~cola 2lcctric's 

~:iost ci:Zcctivc. :i...r.:.ccr;.tiv.:;s: Whc:1. 

7 Ja.~:.:c.s 2. ·1incolD, :i::l.cc.:1t::ve: ~-~.'.i.:1~~c:.::.c~rt: (Clcv-2.l~.11d, Ci1io: 'file 
Lincola .Slcctric Co., 1051), ). GS. 
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\;ere nccc::::s.::.ry > o:.it eve::: it. h'Ould be 

r.::.n"i:1y ot:~crs to be. conGi<lcrcd. 

~~yl ic.:-:nts ; ,.-. 
.J... •• to 

p1·or~1ot.c. 

·3.l so intcrv·ic~·rs hc~::.G.s or:. [or the. 

arc 110 pl.::cc<l in the the 2~-11)i-~io~.lS 
...... 
""'1lLS 

ii.1 tl1c orgcni:3ntion rcGnr<llcss o~ i.1is cducc.tio11 Ol"' scniorit:r. 

" JC3 :S"./.t\.LU..::~·i'IG::u 

tcri.:incd by su:?crvisors o:C jco 

evaluation. rf'nc jo-0 CVCJ.l untio:;. L~cthoC. rcq~·.ircs ·CllC L.SC. o~: n "C.'L1.ii:on~ 

.:mJ consistc:1t set of st~~dards to ~c~surc job. 

:fol lowfa1c; 
Ib.ncijook, 

oi: 
section (Tl.1c :E'icccuod~ ;S:rstc:.:) 
Lincoln _ .lcct.ric Co~-it~)o.ny. 

prc:scntcd 

nu:::·:; be re-
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dcr.~bcrcC::. t~1c.t job cvo.lu.:::cion refers only to cv<:th:.~~tiDQ; the job ,.;iti.1out 

rc~c..rd to t~1c. pcrso:i pcrfor~ni11~ t:"!~~t. job. 

job is only cv.::.lu<:ttccl in the individuc.l mer.it J..~n'.:i.n~s -,,,:15.ch 11.'.lvc been 

c:·~plG.incc previously.· Jobs tire r2tc<l o.ccordir;.g to th.c o.:-JOi.l1:t o:~ sl-:il 1, 

responsibility, effort, a:1c1 other fw.ctors rcqt:irc.C:: in. tl1cir ;;cr:i.:or-c1anc:e.. 

Jc.cl1 fUctor is c.ssig11cd D. cortu.in nuLtbcr of poi11ts, \Ji th. tl1c 

nurc1ber beins dependent u:)on the relative inportc..:"lcc o.Z c2ch i:.'.lctor in 

comy.::rison with :111 others. 

clc..ssifica.tion. <lctcn,1i11i11~ tl1c basic t.;2c:c. r~tc for t:~c job. 

ri'hc. six f~ctors listed bc.lO\J c.rc. those i;1:1icn o.rc. considcre:c1 

·when scttir .. r_; tl1e b.~sic for in 

1. 1:-~cr1.tality - 'Tl1c cvnli...1:.:tio11 of ·::.his ;:2.ctor i .. s dctcrr.1i11cd by 

2. s:~i11 ',, . - llll..S 

tb.c. cost C..:J.d ci1ancc of· error. 

is cvalu.:i.tc.d tl1.is l1e:.£!.U.in~. 

5. 

r~c:i.t, dirt, vc::tilo.tio:n c::.nd clc.-.:1-ili-

ncss in the 1:orki:1::; ~:;:-c:::. <::re co~1.siG.crcd .wl:.c;:i. cv;::.lu~i:ing tb.c 
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2. S:.dll 

3. -Llil it.~..r ------"- J .. S 

rcqu.ircd to c;ccr~:1irLc 2:1cts, rc.~ci1 sour1<l co:1cl usi.oi1c, ~l1d ~ln~1 

2.ctior1. 

origin.:!.lity required to execute tl:c .:;ob 

it in:C. i \tc.. 

,. 
;) . 

6. 

J?e:-sono..l 

the Cc(CCUtivc. 

8. 

L1c.~sure:.d 

£or tl1.e joD. 

C: _,. 

is 
.., ..., .... 
lCC:.C.:.C:"SilJ_") 

ch.ssii:icd ,-:s 

to 

.... ·-~ . .-
~ .... _.. 

and 

in-
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10. 

111.~ tJ"orl~cr is clearly inst.z-uctcG. to co11sult l-1is supcr·visor if 

he should h;:i,vc m;,y ql!cstions concern.in::; the cv~~h:.3.tion oi: l1is o•m par-

ticuLJ.r jo!J. 

t.b.c cci.sc o2 o.. job bcin~ si::,1pli:L:icd, {_:r1G l:c:ncc tl.:c b~sic i.:o..gc :-educed, 

vious . to the rc-cv;J.luat.ion ~)roccdurc. 

Or1c. o~ tllc r:.cccss2.r~.r c.lc:::1c.r1·::s oz tl'l.c st:ccccsf:ul i11cc:1tivc 

Lincoln often stated 

:1c stron[_;ly cr:.:pl10..sizcd l-"lis Deli.:;{: th.:tt tl1crc sl;.ould be ~:o c.:-'bitrary· 

lir.1it plncc.d upon tl1c ar~'.ount tl10.t a:1 c:.::1loycc is cU.[~iiJlc to c::c:;:-n in n 

9Linc6ln, Lincoln's Incc:'!.tivc Systc::1, p. SO. 
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increased procluctivity; be. c..:1d Le will be 

Lincoln snid :Zco..r . .. , .. 
\lll:LC!l l.S 

I-le f:cl t tl1at t:~c c t.::t~i.dards sl1oul<l 

never be ch.::rn.~cd because a uor1:cr i1.o.cl occor,:c uorc cf:'.:icicnt, or <level-

oped bc.ttcr i;.;ays 0:2 pcr:CoI·r1ir1~ u job. 

stallation of a li.CW .:mu different ua.cb.ine, etc. 

ly rate to cr::.1ployccs b:l cor:1!_)ari11g h.5_s direct labo1:" costs \-Jit:1 ·tb.c ·~otnl 

of all ot~cr costs. I11 19L~3, Lincol:: 3-CQ..-C.ccl ti1n_.~ 11is ovcrl1cc.C:. ~.;c'"s equal 

·to two .:J.ncl one h~~-'-;: tL::!C.S b.iG laoor cost.10 " . Ci.CVJ...SCS 

for pcr2oraing a job, he GC.VCS ::r .. 1our1t tl:.at 

is ElUCi.1 [:r~o..tC.'l:" tll.J.11 lliG i11crc.~~sc in u~1it o:C 

It is bcl icvctl tl1at not oul~r docs tL.is s~r.st.cr..: lcc.<l ·::o n l:c.ir 

<listc~:-icc tl1~ otl1cr and con.tribute r:.orc. 

ccnti·\rc. r.~011cy h.~s 

succcss2ul ,...,,.,~ ...... ~ ....... 

l.S a 

tb.c. rcst1l ti:1i 

so tI:.1.t. 

pan~.r is 0accd on. a lltL~L'bcr of rul~s ~ild p~iri.cipl12-s. 

Post I 216' r:o.L~ (July 2L: 1 SL~3), p. 

to out-



GrQphs include ~ discussion c~ these principles, ~~a the procedure pro-

arc. clinin.'..'..tcd. 

is rc.jc.ctccl at.· the inspection stt~"tio:"l. 

ialists ~oint::; i::spc.ctor h.:!s 

facilities provi2cd ~or re~ortin~ &ny dif~icultics in his ~rcu to the 

P··.ccs iclci1 t. 

sto~ncd. .ill 



' . ~ll.S job is rc-t i~·.1cd ·::he 

ticc of liaint~inin~ previous 

five yc2r ~cried. 

r~t.c.s 1-, ,-. ~ 
.L.:.t.-•J :'...Ll-

er docs elect io ch3llcn3c his rate, the Dricc ~oes out o~ c~istcncc, 

is placcU. on 

1'i:C;. 'fi.;:.-.C 

of 

ncss 2nd z~irncss.11 

ll"lovc·-
\.,. ~.J..o ' 



:t:ollows: 

is c.::l lcd i.~ to rc-ti~~:c -~~Ile joo. 

·:·l";'"\ .......... \,;. 

qu.cst, 

:Loci set ~:ts ~cu. 

produces -,:o:.·c, 

joo their 

2or the. per-

.-- r_\ .... ,,,_ 

.s 

., 
J.0~-J-
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1.J~ ... ::cc l n. rc.:.~-:-J. izccl 

_acnt. 

lc:~s'.: 75 of t::c 

·ticul~: ... J00 t.o ' .. 
\·hlJ-C!l cu-

rc~c:.rcll cs s le .. ~. st si:: 

i.:~.o~ . .-1 tl1s notice to tl1.c c::~!pl oyc.c.s. 

Li11coL1 --. ............ ir.:. 0:1c of 

his bool~s .12 

.L.C ::: cl t ·:::11~1-t. ~·;orI:cr ts .Cc~'1r oi 

C:cw York: l~vin 

Lir .. col11, .:~1 ~·~C\-.• ~\p~)rc:~c~1 ":::.o I::dustri.21 
-~.d~ir Co. , i S -Jl r:--i_)?. 2·3-J:j. 
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Lincoln listed c. nu:·,1bcr 0£ •rn.ys of utilizing employees during 

s 1 aclc tin1cs. 

First, he advocated nanuiacturinz to stock. 'Yi.1e cost of pro-

duction is less per unit produced if the business cycles arc leveled 

out in ti.1is r:i.:mnl'.!r; however, he failed to take into consideration the 

cost of cnrryi.nz i11vc.ntory. Coviously, if the cost of carrying inven-

tory is less tl1cm costs incurred through fl uctu.:tting production, then 

·~l:is is n sound su~gc.st.ion. 

Scco:1cay, Lincoln sugzcstcd that new machines or net(1ods which 

were found to be feasible <luring busy ti:::1cs uay be developed durinCT 

business slumps. Durini:.; less prosperous periods, the men and time 

J.rc available for cxperi::icntation in this area. 

TI1irdly, Lincoln su3gcstc<l that costs can be greatly reduced 

du.rin;::.{ business slur.1ps. l'.c fcl t thnt \.;ritl1 the leisure tiuc, the avail-

nblc ~.ten, ~rn.cl the obvious need for cost cuttin~, a business slowdown is 

tltc idc.'.11 ti:nc for taldn'.; dcZinitc. stc~)S to reduce costs. 

Lincoln also thoc~ht u business slu;1p provide<l an ideal 

o;:port;.mi ty for dcvelO]?in::; new ;_:;,a:drnts. GZtcn when business is boom-

ing, the 11ill h.:i.vc .:::. tc:>dcncy to follow the pnth of least re-

sintc..n.cc ·t-1hc11 L::.~J~i~1~ sales. :Jurii.1;:; clo,mturns, new u.:.-.rkcts, p.:i.rtic-

ulurly those ovcrs~as, shoald be cx?lorcd. 

Business slu:a11s .::ilso present .sm o~•portunc tine Zor the de-

vclop:Jcnt oz ncu p:roducts. O:Ctc:1 new product i<lc'.1s .:ire generated 

durin::; prosperous tir:ics when sul:i:icicnt resources nrchot available for 

their cxploitei.tion. During ::;lad' times, rc::;ourccs arc available for 

this u.sc. 



T;_1c m.t~il'bcr of :1.ou;..·s worked per week may also be rc<lucc.d if 

the c·,,1ployccs have bcc.n informed of tllis possibility and they arc 

,:>.2:rccabl c. 

Lincoln felt that business slmJps can actually be quite useZul 

if ,,:anagc:::i.c;-1t will use this tirac for carrying out some uorthwhile pro-

jcct as those indicntcd nbove. All of these projects arc necessary to 

the success of. any business, .:md a business slowdown docs provide the 

opportune time for cntrying thcci out. 

PROFIT DISTRIJ3UTION 

In one of Lincoln's books, he dcvotc<l a whole chapter to the 

subject of the distribution of Drofits 13 . . 
Lincoln fcl t that the custor:i.c.r i:.mst be served in the first 

pl;.;cc, since no ua::i:1;~~cc:cnt philosophy could produce a profit in a 

n:::.nuf.:lcturi~1[; situation u:;,lcss tl.:.c products could l:>c. sold. Th.is be-

lic:2 is incorporc.ted in ti1c pri<~1.::..ry or;.:;c.;:ization.:il goal which is to 

:produce ;:;. better ;:me: better prodlict i;c.llb.(_; f:or less a.n<l less. 

Lincoln believed tl.1at uorkcrs sl.1ould be the second group in 

line for the rewards HhicE incrc.:-.sc.<1 cZ:.:iciency hu.<l yielded. ·dithout 

the worker's abilities, t:.1ese rcw.:i.rds would hc>vc been ir,rrossible. 

'.Che otockholdc;: is .:l LlC:lc.DCr of; tho last f7,i.:'0Up to receive U 

sh.::.re of: Lincoln Electric pro:::its. .JG.:::ms Lincoln believed th.::.t his 

cQntribution H::ts oi: a very qucstion.:::.blc l1.:1tui..~c. lic <lid not include 

131· .. 
~-, pp. 115-123. 
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tllc £0<.mdcr of the co:1pany, nor those int"iividunl s who hcl;:ctl fin2ncc 

the co:·:p<.1.~1.y in tllc bc:-_:irminr; in his <lc.tinition of stockholders. He 

ua.s rcf..::rrin(j to ti.-.c inclivi<lual who buys stock :.:.s an investment r:icrcly 

to receive ir:.coac fror.l diviclcnd::;, and hoping to receive an ad<lition.:il 

rcwG.rcl ti1rouGh stock ~~rowth. Lincola fcl t that thc::;c individuals con-

trfoutc nothinc; to the. efficiency or the company and have little or no 

kn01:rlcclgc of its operations. It wG.s also stated that the usual stock-

i1old.cr would •1cver even consider buying stock at .. time when funds arc 

raost ne(~dcd. ':t.11c usual stockl1.olclcr only buys when the company is al-

rea.dy a succc~ss. i~t titis tir.1c, 1aoncy needed for expansion is usually 

.::wail.'.lblc through retained earninzs, or debt financing. Ile didn't 

· rcclly consider the nvcrq~c stocl~holdcr to be an owner of the company. 

Throu;)wut the yc..:::.rs, Lincoln- hns tried to pay a dividend which approx-

:h:::.-ate<l 6 percent on the stockholder's invcstnent. ll~ Additional in-

cone the c01:1pany received throuGh incre.:isine efficiency has bc.e11 re-

turned to ti.1c custor,1ers in the i:or:i of lo'imr prices, or to the workers 

in the forr.1 of hil1hcr m:i.gcs nnc.1 larger bonuses. 

At the present time, there c'..1.rc approximately 1400 stock-

holders. Of these 1400, rouiJhly 800 arc Lincoln employees. 'l'hc cm-

pl oyccs O\·m one-third of the outstnndini shares, with most o.E the re-

maining shares o>mcd by the Lincoln far,1il ics. Ori~inally, John c. 

Lincoln owned 100,000 shares. James F. Lincoln o~mcd 100,000 shares 

and the euployces held the other 100,000 shares. 'n1c ration remains 

14Lincoln, Incentive. l·fan.:;:_<Scncnt, pp. 256-257. 
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· , l t' .... t'1c present t1·1·1e 'Tl11us, 011c-'l1'"'l'" or. +-l1c a pp ro:o.w.::u:c y · nc s ar.-.c a l.. 1 ' - • .u "" ... .1.. ~ 

cr.1]?loyccs ow;1 one-third of the. out:st.:mclin[S shares of stock. There 

is an employee stoc:,; purchD.se plan which will be discussed in a lntcr 

section. 

Ylli\.R-END BONUS 

In 19L~2, a $4100 a ycnr nctallurt;ist received a bonus of 

$25, 000. In the sx.1C yc.::.r, and $8000 o ye.or superintendent received 

a $50,000 bonus.15 These ore me.rely two examples of the way Lincoln's 

bonus systc1:t has rcw.::.rded workers since its inception in 193L~. llow-

ever, these. fantastic sums arc only given when deserved. The metal-

lurgist pc.ntioncd developed a new welding c.lcctroclc which cut costs 

by 20 percent. Tl1is same inclividual also discovered a way to weld 

ar.:i.or plate which saved 20 percent on nicklc .::i.nd chrome. The super-

intc•1<lcnt developed neH nctho<ls thereby cutting direct labor costs by 

10 percent affectinu; n $750,000 annual snvin[; despite pay increo.scs 

of 10 percent. Lr. Lincoln st::.tc<l emphatically that he did not be-

lievc in patcrnalis:.~, since workers could sec throut;h the rcw.:i.rds to 

the r;1otivcs behind thcrc1. 

Three factors determine the size of .'.ln individual's bonus: 

his merit ratin~, his b.:isc sal::.ry, and the size of the total bonus 

pooi.16 TI1.e merit r3.ting procedure and the employee's base salnry 

lS"?uttin::; Incentive Pay 'l'o Work", 11enc1cr's Digest, Ln l:lo. 24L~ 
(Au~ust, 1942), p. 32. 

16nashian, Chcnicnl Enr;inccrin13, p. 13L~. 
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have. been discussed previously, so they will not be reiterated. The 

tot.:i.l bonus pool is an amount determined by t11c Board of Directors. 

Ti.1c amount to be. distributed is whatever is left over after taxes, 

dividends, and "seed Lloncy" have been deducted. As one may readily 

sec, t~c nmount to be distributed is dctcr.:ainc.d by the success of the 

company, and there is absolutely no ~uarantcc of its continuancc.17 

The. average bonus paid to all employees has been in excess of 

the avcrngc wages paid since before. llorld War II. In 1965, after 

steadily increasin~, the avcra~c bonus amounted to over $8100 per 

worker. The total number of. ci~1ployees receiving the bonus at the Lin-

coln Electric Goupany was 1,757 in 1965. 

In order to be eligible for the bonus payment, the employee 

must hnvc. been employed as a full-time cr.1ploycc prior to November 1 

and remain on the payroll until the bonus is paid.18 \·lorkcrs who have 

bec.n witl1 tllc company longcr than a yc3r,. nnd tcrnin.:i.te their employ-

mcnt between Auljust 1 .::.nd the bonus payncnt elate, arc eligible for a 

bonus if approved by the President. 1.\..•y worker who has been discharged 

is not cli~iblc for a bonus. 

The large annual bonus paid by the Lincoln Electric Company 

hns been the primary topic consiclcrccl in the majority of the articles 

which h:..wc been puol is heel concerning the Lincoln Electric Cornpnny. Hany 

fascinating success stories lwvc emerged frml their bonus system over 

l 7L· 1 L. 1 ' - t. ,.0 · ' inco n, inco n s inccn J.vc ••• , p. o • 

18:~bnlovccs.' Handbook, p. 13 .• 
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the. past three decades, perhaps overshadowing the other features of the 

Lincoln system Hhich have contribute.cl to the. company's success. 

In the next chapter additional com1xmy ocnefits an<l various 

rules and regulations in ci:fc.ct at the Lincoln Electric Company will 

be discussed. 
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CHAPTER IV 

ADDI1'IONAL COHPANY BENEFITS AHD REGUUTIONS1 

STOCK PURCHASE PLAN 

Approximately one-half of the einployccs at the Lincoln Elec-

tric Cou.1pany own one-third of the outstanding shares of stock. 'I'his 

stock has been purchased by the. employees through a stock purchase 

plan which was adopted in 1925. After an individual has·bccn employed 

by the Lincoln Electric Company for one year as a full-time employee, 

he is entitled to purchase common.stock on a voluntary basis. The 

stock may either be paid for outright, or purchased through a payroll 

deductions plan. 

Whenever a stockholder terffl.inate.s his et'.1ploymcnt, the company 

retains the right to purchase the etaployee's stock at a price set by 

the Board of Directors. 'l'his right will be exercised within 11 ninety 

day period from the date of separation unless this period has been ex-

tended through death, retirement, or request. Tne employee also has 

the right to borrow money fror.i the company, using his Lincoln Electric 

Company stock as collateral. However, this money may not be borrowed 

for the purpose of purchasing addition.:i.l stock. 

James Lincoln's bclicfs with regnrd to the contribution. of 

absentee owners were discussed in the previous chapter. Due to the 

lUnless otherwise noted, either in the text, or in footnotes, 
all of the material in this ch.:iptcr was ta.ken from the Employee's 
Handbook (Lincoln Electric Company. 
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fact that the stock is only held by the various Lincoln fat.lilies and 

the et~1ployccs, there. is a minimum of absentee ownership with which the 

company must contend. 

LIFE INSURANCE 

The company purchases a $5000 life insurance policy for each 

cuploycc within sixty days of the. date his employment couu11enccs. This 

life insurance is purchased through a group insurance plan. T"ne ~n­

ploycc may name any beneficiary he desires, and his beneficiary may be 

changed at any time through.t-he Personnel Department. The employee is 

also informed that he may purchase additional insurance through the 

company using a payroll deduction plan. 

ANNUITY 

The company purchases retirement annuities each year for which 

the employee be.coo.cs eligible when he reaches sixty years of age. The. 

a>nount to be. received by uny individual will de.pend upon his length of 

service, earnings <exclusive oi bonus), and the a.mount of annuity pur-

chased by the company each year. In recent years, the amount purchased 

yearly by the. company has approxioatcd two percent of employee earn-

in~s, excluding the bonus. After twenty-five years of service, the 

annuity is vested. 

fil-::PLOYEE'S ASSCCIATION 

The workers requested the fornuition of an Einployce's Associa-

tion at .an Advisory Board meeting in 1919. It is said that this asso-
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ciation was fonned in order to provide a eoopero.tivc group apart from 

management for the purpose of promoting social activities and sick bcnc-

fi ts for employces.2 The employees elect their own representatives to 

this association who make all decisions concerning social events, bene-

fits, c.tc., with the .:i.dvicc of their constituents. It sponsors an an-

nual banquet, picnic, and similar social functions. For these occasions, 

the employees pay half of the c~q;icnses, with the company paying the re-

maining half. 111e craployee 's dues are set by the Board of Directors 

and de.ducted monthly from the cr.1ployec 's pay~ 

A.1.y member of the voluntary benefit plan will receive co1:1pcnsa-

tion in case of sickness or injury in accord with the following rules 

and rcgulat:i.ons. 

Every member who has be.en enrolled for a minimum of thirty 

days, and who is unable to perform his usual duties due to sickness or 

injury, will receive. rather limited benefits. Ho benefits arc paid for 

the. first seven days. ilowcvcr, the second through the tenth week of 

disability payment is made at the rate set by the Association. Aftc.r 

the tenth week away from work, the employee is neither entitled to ad-

ditional benefits, nor required to pay additional dues. The employee's 

doctor must sign a "notification of illness" card before the cr.1ploycc 

is cli~iblc for any benefits. TI1e Benefit Section also contains a pro-

vision for sending flowers either when an employee. dies, or when a mem-

ber of an er.iployce's immcclia.te f.::Uaily dies. 

2Glovcr, The. Adrninistrator, p. 553 0 
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SUGGESTION SYSTE!.'1 

'Tile original suggestion system was adopted by the Lincoln E.lec-

tric Company in 1929.3 Under this plan, whenever an employee made a 

suggestion, he was entitled to received one-half of the estimated first 

year's savings to the company. Suggestions could be made concerning 

any phase of the corapany operations ranging all the way fr01a entirely 

new manufacturing methods to very simple cost reducing sugeestions. 

For an cxaraplc. of the latter type of suggestion, in 19L~3, a plant guard 

noticed that the shipping tags used on outgoing parcels had a string 

through them. However, the tags were stapled to the shipping cartons 

rather than being tied on them. 'TI1is guard submitted the suggestion 

thnt stringlcss tags be purchased. This simple suggestion was estimated 

to save the Lincoln Electric Company $116 the first year, and the guard 

promptly received a chcck for fifty-eight dollars. 4 This sum:~estion 

system was said to provide the incentive re.quired for all employees to 

be constantly in search of methods leading to cost reduction. 

In October, 1965, this system was discontinued. It was said 

that the primary reason for its discontinuance was the fact that 85 per-

cent of all suggestions received by mnn.:.~cLlcnt were not practical. Whe.n 

one-half of th.a first year's savings froo the rc.naining fifteen percent 

was paid to employees, the savings left for the company were unable to 

3Lincoln, ~ NcH Approach ••• , p. 10. 

LH'Jcil E. Clark, "How Much Arc Workers Worth?", Saturday Evening 
~' 216, No. 4 (July 24, 1943), p. 17. 
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cover the cost of ach-:iinistering the suggestion system. 

Another reason given for the discontinuation of the older sug-

gestion systcra wns that management nlways rm.de a special effort to ex-

plain to the individual why his su[;gcstion was not used. This policy 

creates the obvious difficulty of telling 85 percent of those submitt-

ing sugeestions thnt their ideas were not practical. On the other hand, 

if all su[;z<;estions were not discussed with the individuals submitting 

them, then the employees would not feel that mana~c.ment wa3 actually re-

viewing and seriously considering the suggestions received. 

A further difficulty inherent in the previous suggestion system 

was that many of the employees arc not very articulate; thcr~fore, they 

hesitated to wl~ite dmm their ideas. Under the current suggestion sys-

te1a, the employee verbally presents his suggestions to his supervisor. 

It is belj_cved by management that the average employee will find it 

easier to express himself in this manner. 

Unclcr the new system, the ct:iployee is still stron~ly cncoura:3cd 

to make worthwhile sus;Gcstions. There arc scver.'.11 ways in which sug-

~estions may be ma<lc. 'l.'he rnost direct method, as mentioned above, is 

for the employee to discuss his sug;~estion with his irru:1ediate super-

visor. However, the employee is also clearly advised in the :&:mloycc' s 

lbndbook that all department heads have "open doors" and arc available 

to discuss the er.1ployee 's suggestion with him. If the employee's sug-

gestion is concerned with any phase of the company operations which 

would be likely to interest the Advisory Board, then the. suggestion may 
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be reported to the individual's Advisory Board representative who will 

bring the. idea up for discussion at their next meeting. 

A worthwhile sug~cstion will be reflected in the employee's 

merit rating; although, no specific cash payment is promised to the 

worker as it was under the old suggestion system. 

When asked if abolishing the old suggestion system had advcr-

sly affected the employee's enthusiasm toward reducing costs, etc., a 

managc.-:i.ent representative eA.-pressed the belief that it is too early to 

know. 

OUTSTANDING PERFOffi·i.AJ.'ICE CITATION 

Another means used by the Lincoln Zlcctric Company for re-

warding particularly capable employees is the Outstanding Performance 

Citation. There is no maximura number of these citations which may be 

given out each year; althouzh, the number has varied betwccn seven and 

ten during recent years. Under the newly adopte<l suggestion system in 

effect at Lincoln, aside :Crom bcinG rc.ncctc<l in the worl~cr • s merit rat-

ing, an unusually important suggestion may also mal~e the employee eli~­

,iblc for an Ou·cstanding Pcrform:mcc Citation. 111is award docs not grant 

the recipient any unusual privileges, although it doe.s publicly recog-

nize the individual for his contributions. Public rccoznition is be-

lieved to be one very important method of rewarding the unusually com-

petent worker. 

SERVICE RECOGNITION 

T'ne. company awards distinctive service pins to each worker who 

has been employed by the Lincoln Electric Company for ten consecutive 
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years. In addition, other service pins arc awarded for each additional 

five years of service. 

The cor:.tpany has also organized a Quarter Century Club to which 

an employee is eligible to belong after twenty-five consecutive years 

of service. A gold watch is presented to new oembers at the Club's an-

nual banquet. Hanagernent stated that new mcubers arc being initiated 

into the Quarter Century Club in droves each year, indicating that the 

averu.ge worker remains with the Lincoln Electric Company for a longer 

period of time than the average industrial worker remains employed by 

.c • one .. irm. 

VACATIONS AND VACATIOH PAY 

bvcl--y year the Lincoln Electric plant and offices close for a 

two-week vacation during the month of August. This policy is subject 

to change; howc.ver, managcrJcnt stated that adequate notice will be 

given if there should ever be a need for changing this policy. 

Every full-time employee with a uinurnun of one year of continu-

ous employment is eliziblc for this two-w~ek vacation with pay. 'rha 

salaried personnel arc paicl their regular salary for these two weeks, 

All other employees will receive one-twenty-sixth of their previous 

year's earnings (exclu<lin~ bonus). All employees who have be?.cn with 

the company for less than a year arc asked to take th.cir vacation with-

out pay durin~ this same period. Often these persons will be asked to 

work }.)art of this time. in pcrfornins some. essential :Cunctions which 

must be carried out even though the plant as such is closed. Payment 
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will be made to these cnployccs at their usual rates. It is also pos-

sible that some other employees will be needed during this period. If 

this is the case, the employees working will be given their paid vaca-

tions later in the year. A vacation must be taken <lurinCT the year it 

is earned, and leave cannot be accuraulatcd iron year to year. 

11-.iployccs with at least fifteen years of service to the Company 

arc given an additional week of paid vacation during the. we.ck from 

Christmas to New Year's. 

SAFE'I'Y 

There arc no safety cu..'npains as such at the i.incoln Electric 

Cor:.1pany. 1'1:1.nnr;e.mcnt expressed the bcl icf ti.1at many cor.1p.::mies arc too 

paternalistic in ti.1is area. The feeling wcw also c~cprcsse<l tlrn.'t it is 

dangerous for the employee to rely too heavily upon safety devices rath-

er thnn the. individual's own careful nature. It was also stated that 

the company is cxtrcncly sa:l:cty consciouo in tooling. There arc a num-

ber of safety rules nn<l re::_;ul.:ttions prc:mnted in the Ebployce' s lfand-

boo!~ which wiil be prc:::;cntcd nt the conclusion of this section. 

When questioned conccn1ing the safety record nt the company, 

Lincoln management stated that the only compnrison available between 

safety at the Lincoln Blectric Compaay ;m<l other firr.1s indicated that 

Lincoln's safety record is quite. good. The Inclustl·ial Co:-.-1r.1ission of 

Ohio bases it cor.1pcnsntion rate upon a firm's past record, and the Lin-

coln Electric Company has the lowest possible rate for an industry of 

this type in the state of Ohio. 
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All :i:oremen arc instructed to renind the Ctlployec of the impor-

tance of $afety if they shoul<l sec any unsafe conditions or violations 

of the c:dsting safety rules. 'I11e ilaploycc 's 1L'1nc1book also emphasizes 

the ir.1portance of safety in several ways. It stntcs that injury not 

only reduces the ei-aployce 's irm:ncdiate earnings, but also affects every 

other workc.r in the. plant by interrupting the sraooth flow of tctaterials. 

Workers are further instructed to report any injuries regardless of 

their severity to their Department He.ad. 

'Listed below are the safety regulations in effect at the Lin-

coln Electric Company.s 

1. If your regular duties arc outside of the office area, you 

must wear regular safety glasses. Use guards, shields, and goggles on 

jobs as specified. 

2. Only authorized power truck operators may ride on power 

trucks. 

3. Do not smoke in any of the posted arc.as or in the. area near 

spraybooths, dip oven, paper or chc.nical storage at any time. 

L~. Do not block access to fire extinguishers. If you use one, 

do not re.place it but turn it over to your forcraan Zar refillin,z. 

s. Do not block the aisles. 

6. Do not block watch.-ncn' s stations or sprinkler valve stations. 

7. "Horseplay" or throwing nrticlcs of any kind will not be 

tolerated. 

5fru.ployec's Hnndbook (Lincoln Electric Company), PP• 25-26. 



63 

G. Do not run except in ~nergcncics. 

9. Do not attempt the repair of any machinery, electrical 

equipment, or wirinr:;. 

10. Do not pick up a load with a hoist unless the loacl is 

directly under the hoist. 

ll. When a safety tag is attachecl to a push button or starter, 

do not touch the equip;nent. 

12. Load skids safely. The Factory Specification Book spec-

ifics maximum loads. 

13. Sleeves must be buttoned at the wrist or cut of:C above 

the elbow. 

ll~. Liachine operators must wear a bow tie or no tic. Other 

persons occasionally around machinery, such as foremen, time study men, 

inspectors, engineers, or others, should guard particularly against tics 

that might get caught. 

15. All machine opcr.:i.tors with long hair must cover their hair 

completely. Low heelcd shoes must be worn. 

16. All gas cylinder tanks must have pressure regulators. Oxy-

gen acetylene cuttin[; units must have fire cxtin~uishcrs. All gas cyl-

inder tanks must be chained to their hand truck. 

17. Coapressed air must not be used for cleaning or blowing in-

to enclosed vessels not designed to withstand the pressure. 

18. Do not walk on roller conveyors. 

19. Only authorized personnel may operate traveling cranes. 

In addition to the safety regulations uhich were presented, the 

company has also listed a number of safety suggestions such as kccpin~ 
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tools in good repair, work area neat, etc. 

GENERAL RULES AND REGULATIONS 

The normal work day for plant workers at the Lincoln Electric 

Conpany is from 7 :30 A.M. to 4:30 P.H. with approximately twenty min-· 

utes allowed for lunch. There is a tirac clock, and all plant workers 

must punch their cards in and out. For office workers, the average 

workday is from 8:00 A.H. to 5:00 P.M. 

In the plant itself, there arc no regular coffee breaks as 

such; although, there is a ten minute smoking period in the morning 

<:md another one in the nftcrnoon. Those breaks must be taken at the 

individual's work station, but he may stop work during th.is period. 

S:loking in the plant is not allowed at any other time. l•Janagcmcnt 

stated that workers are allowed to drink coffee at their work places 

during the day but this should not be excessive. 

An employee intervicwecl in the Lincoln shop stated that one of 

the primary complaints of the. workers was related to the no smoking 

rule. It was stated thnt the. men often resort to sneaking off in cor-

ners for ci~arcttes. This practice may be. cuttinc dmm upon worker 

production if widespread. 

Various other rules and regulations concerning such fuctors as 

parking, telephone. calls, restricted arc.as, etc., arc mentioned in the 

Employee's Ilan<lbook. It is not felt that any of ti:.cse rcr;ulations is of 

sufficient importance. or interest to be included in this chapter. 

Thus far in this paper, the writer has attempted to present the 

rcudcr with the essence of the overall personnel program in effect at the 
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Lincoln IUcctric Corapany. This presentation has also included many 

of the pertinent philosophies of Jnmcs P. Lincoln with rcr_;nrd to in-

centive management. .In the final chapter, an cvnluation and analysis 

will be no.de of the raate.rinl presented previously. A..J. effort will be 

mo.de to anm.;rer some questions which naturally urisc in the 1c1ind of the 

reader, such as the followine;: 

Why arc the workers so outstandin~ly productive? 

If this plan has been so successful at the Lincoln Electric 

Company, why hasn't it been adopted by a number of other firms? 
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C'.lAPTER V 

PEL~SO:i.HJEL PRCGRAl,i RELATED TO PRODUCTIVITY 

Various means of nea::rnring the nucce.ss of the Lincoln Elec-

tric Cor.1pany were presented in the concluding section of Chapter II. 

The next two Chapters contain a discussion of all of the sc01:1e.nts of 

Lincoln's overall personnel pror;r<l.lu which rc.ay possibly influence pro-

ductivity. In this final Chapter, .::m attempt is mndc to explain the 

rcmo..rkablc succcns of th.is cornpany by rclatin~ the pcrnoni1el pro;~rrn:1 

to individual proU.uctivity in the bccinning, and orGanizational pro-

ductivity lastly. 

'111c stable work :force is a key intcr;ratinr; factor which tends 

to convert a high level of individual productivity to a hir;h level of 

organizational productivity. .!hen one is considerinz productivity, 

it is quite ea.sy to nakc the ;aistal(c of nnnlyzin'.j factors affecting 

the productivity of the individual, and conclu~in~ tho.t if the indiv-

iduals makin~ up an organization arc rnotivated to be productive, the 

organization will also be proc.ll;ctivc. 'lllis type of an.:i.lysis completely 

ignores .'.lll of the actions an<l interactions which nrc necessary in an 

orgnnization to convert individual productivity into or[~<:mizational 

productivity. ::,uch fnctors o.s coorclinatio1t, co:::.-:tunication, and con-

trol .n.rc vitally important to the productivity of the. or[;.:mization as 

a whole. Stability strongly influences the success uith uhicll a work 

group is able to synchronize its efforts. It c.•:ipcarG, t11ercforc, 

that a stable work :force., ma<lc up of highly productive individuals is 
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necessary to a higi1ly productive ore;anization. Ti1ercforc, the stabil-

ity of Lincoln's wod~ force is the nc::t topic to be consicicrcd. 

STABLE WORK FORCE 

The very 10'11 turnover rate at the Lincoln Electric Co::tpany, 

which is depicted in Figure 5, G11npter II, is one indicntion of the 

stability of Lincoln's Hork force. The monthly labor turnover rate 

at the Lincoln Electric Co;:1pany is considerably less than one-half of 

the avcra~c turnover rate for all oanufacturini:; industries. The large 

number of e.uployecs being initiated into the Quarter Century Club cach 

year is another indication of the hi~hly stable i;;ork force being e1a-

ployccl by this company. As discussed previously, the corapany has very 

strict rcgulationn regarding abncnces. Lowered merit ratin~s and pos-

sible dismissal arc the pcnalitics iw.posc<l for .:i.bscncc. These rules 

minimize absences; hence, they contrioute ~;reatly to stability. 

A stable work force increuscs the productivity of the organ-

ization in nany HC.ys. :.?irst, as ~vorkcrs arc associated with the so.me 

work group for a lo:J.g period of tir.w, their personal rclntions bccouc 

more predictable, n.nd thus more satisfyin~. 'l11e probability of co-

hcsive work r;roups tlevclopine is also increased whenever the iroup 

membership is stabilize.cl. cohesive uork groups nrc dcsir::olc frm.1 

n1ann~eucnt 's point of view for two reasons. 'l'hcy increase eHploycc 

satisfnctiorl uhich in turn helps reduce the volunt.'.lry turnover rate 

in most inst.:mccs. It is believed that cohesive work ~roups arc 

hiGhly productive in the majority of cases, providine the Group's 
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goals arc. consistent with, an<l contribute to the. achicvcr:.ien.t of, the 

organization• s goals. l The r;oal s r.10tivatine the indivi<lual \·:orkcrs, 

an<l thus the work groups, .:i.re discussed in a l.:i.tcr section of this 

Chapter. 

Stability also contributes to productivity since it lessens 

the need for shifting employees to fill other positions, ancl hcnc~, 

re-training then. The need for trainin[i new cr.1ployccs is also min-

ir.1ized. Training costs an organization a substanti~l a~ount of money. 

There is always a period of time during which the employee is not 

productive while he is being trained. The persons pcrforr~1ing the 

training function must be compensated before there is any return to 

the ogranization from their endeavors. In most skilled jobs, the 

employee's m.::.ximutt efficiency ia not developed until uonths or even 

years nftcr he begins perfori'ilinc; that joi.>. For th.is reason, pro-

ductivity is often loue.rcd :for a time period consi<.lcr£1oly lon~cr than 

that required for the forr:!.::tl tr.ninin::-; ;:>ro~ram. 

Stability is also .nn ir,1portant factor facilit:~:tin~ coordin-

at ion .::tnd conr.mnication within an orr~nniz.:i.tion. As the work 2orcc is 

stabilized, each individu.n.l learns ;.>.ore nbout his job ;;nd how it fits 

into the orgnnization us a whole. 1v11cncvc.r tile iu.dividual has be-

co:::;,c proficient enough to coordinate his owr1 nctivitics viti1 those of 

related individuals and groups, the need for an c::tcrnal coon~iinating 

lJoscph A. Li ttcrcr, The Analysis o2 Orr~u.a:i_zations (;:cu York: 
John \·Jilcy and Sons, Inc., 1965), pp. 89-90:-
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bocly is lessened. Coa~-:tunication al so nay be me.de narc easily c..nll 

inexpensively wl1.cncvcr the persons or departments involved .::ire f.:ir::iliar 

uith tl1.c jobs, scua;:itic differences, and c;oals, oz those with Hlwn they 

The prccc<lin::; brief dincussion h.::ts been conceraccl uith the. 

stability of the Lincoln work force, and the ways in which a stable 

'10r!.c force can increase oq,;nnizational productivity. 'foe folloHinG 

p.::tges arc prir,1.:lrily concerned with explainins; the very hir.;:1 level of 

individual productivity .:md satisf;:ction which is evident at the Lin-

coln Electric Company. 

INDIVIDUAL PRODUCTIVITY Arm SATISFACTIOi·~ 

lli[;i1 individual productivity .::.nd so.tisfaction are analyzed. 

in tcrr::is oi llasloH' s hierarchy of needs. This theory o:l: ~wtivation 

was first intro(:1'cc<l by A. ll. ;.;aslo11, and has been rc~viscd ~rnd extended 

by c. number o: dif ic1~cmt authors s incc ~·-~1s 1 ow' s i:irst wri ti,1g. 2 l·::..i.sl ow' s 

theory categorized an infinite nu1;1ber 0:2 h:..1~.1a:1 needs into sL~ cl.'.lssifi-

c<itions. It is aonuracd when stu<lyin:; i.10tivatfon with thin tool that 

the individual will not be strongly <.totivetted by the ~Jossibility of 

satisfying a higher level need until all lowei: needs h.--.vc been sntis-

fic<l to a substantial dc:;rcc. TiJc hic1:.J.rchy o:i: needs suggested by 

~~slou is presented below with the ~ore basic needs listed first, and 

the highest.level (sclf-actualizntion) mentioned lust. 

2A. 11. l·i.'1slow, Hotivo.tion .:ind Pcrsondity (l~cH Yorl~: 1Iarpcr 
l 95Li.) • 
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Physioloc;ical riecds - This ncc<l classification inclu<les all 

of the very basic necessities for hum.:m existence such as food, cloth-

ing, and shelter. 

Safety I.Jecds - Il1 the original fonc.ulation of this theory by 

Laslo>1, the safety need was discussed as the need to protect the means 

by wi1ich the physiological needs arc satisfied. Thus, if the in<liv-

idual is satisfyin::; his physiologicnl needs by r1aintaining year-round 

eraploya1ent and being coupensnted at the rate of $8, 000 a year, his 

safety need will be activated whenever there is a threat to his job 

or current income level. A newer interpretation of r·~1.slow's need 

hierarchy contends that tb.c safety need is quite differc:1t fro1:1 the 

other classes of human needn.3 Safety ncc<ls l'J~•Y be. t:1ought of as par-

allcling all of the other need cl.:i.ssifications. U there is a dan~er 

of ti1C individual losing the rccogni tion of otl1crs, or his self-esteem, 

etc., then the s.:i:t:c-::y need is also nctivntc.d. In the discussion that 

follows, the safety nec<l is consiclc.rc.d to be .:::.Gsoci.::tc<l Hitll .:::.11 other 

nee.us, and not rn.c.rcly conccr;1cd with protcctin[; the means b:1 which tl'.c 

physiolot;ical needs arc satisfied. 

Bclon~in:; or ~jcu.bcrship Needs - Gcncral ly spcakinc;, man is a 

social animal. llc is const.:intly associatinG with those around him be-

cause he nce.ds and enjoys these associations. l'his facet of the nature 

of man is includ2.d in t'.'.aslow's classification of bcloaginG or t.J.cmbcr-

ship needs. 

3~ "tt ' 9 n L1 ·crcr, pp. 2 -3v. 
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Sclf-csteei.u Uecds - This catc~ory of needs incl udcs the in-

dividual's need for self-respect, self-confidence, nnd a feclinc; of 

personal worth. 'U1is appreciation of one's self is ~ui tc scpa:::-atc 

and distinct fror,1 whatever others may think of hiu. 

Recor;nition and Public entccm - In Maslo~-1's theory, this 

classification is concerned with man's needs to be highly regarded or 

appreciated by others. He desires to be publicly rccocnized :for any 

unique nchicvcments which set him apart from the rest of his contcm-

porarics. 

Self-actualization - TI1c need for self-actualizntion cncon-

passes man's desire to develop himself fully. The individual usually 

actively seeks situations in which he may util be. his potGn tinl. 

Proponents of Laslow's theory o:Z motivation believe that, gen-

er ally spc.'.l.ldng, one level of the individual's needs is subst.:mtially 

satisfied before his need to satisfy the next level is activated. This 

is not to say that he nust h.::i.vc fully sntisfic<l his sclf-cstccu ncccl.s 

before he h.::i.s the least desire :.:or reco~nition by others. In r:iost 

cnscs, the .:1.Ctivation of these needs docs follow ti1is hicrnrchb.l ·order, 

but there is a considerable amount o2 ovcrlappin~ bct':rocn the different 

nee(l categories. 1'llc hierarchy should be thou[;ht of as consistinG o2 

some hi~hly activated categories, so;~c temporarily sntiatcd ones, and 

others r.mch less activated, thou~h unsat.inted. 4 The w.echanis~s which 

are provided in the Lincoln progrc.n to nid the employee in his quest to 

41· . • 29 Dl.G. I fl· . • 
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satisfy each need .:ire presented under the hcadinijs which :follow. It 

is hoped that tl1is analysis will r;ivc t11e reader a stron:; indication 

that productive cn.ployees can anticipate a uuch higher level of need 

satisf.'.lctions at the Lincoln Electric Coi.apo.ny than at the typical firm.. 

'ffi.csc high cxpcct.:-.. tions provide .:t clue to the hic;h level of job satis-

faction evident at this company, while also explaining the individual 

productivity of the Lincoln worker. 

Physiological Heeds - It rw .. y safely bc said tlw.t Lincoln Elec-

tric Company worker::; have satisfied physiological nee.els to a great-

er extent than have the workers in most other imkstrics. In 1965, the 

average incrnc.c (including bonus) for the Lincoln plant: HOrker tot.'.llcd 

appro:cimatcly $7. 00 per hour; whereas the average wod~c.r in al 1 other 

manui:acturing industries was co;,1pcnsatcd at tl:c rate of $2. 96 per hour. 

It rnust be concluded fron this comparison thnt individunls en.ruin~ this 

ar.10unt of inco;ac arc quite cap'-l.blc of subst,'.lntially satisfyin;; their 

physiolocic.:l.l needs. 

Safety Ecc<ls - In rauch oz .1\J.:1cricnl in<lus·:.:ry, the ::car of losing 

one's job <lurinc; a recession is quite prevalent. 'li.1c Lincoln Electric 

tecin~ continuous cmployrn.cnt :Cor its workers. '.i'hc Lincoln Electric CoEt-

p.'.l:iy <locs not clisch.:trge an cnploycc due to increases in productivity, 

so the worker's position is also tcch:1oloe;ico.lly secure. 'l'i1c fnct that 

Lincoln workers receive. a coi:si<lcro.oly hir)1cr i:-i.come th.J.n the avera[;e 

worker in the Cleveland area would provide one .force v.otivD.tinr:; the Lin-

coln worker. i:~any ctaployccs c;:hibit a tendency towar<l loucr produc-
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tivity during prospC'.rouG tines, the reason i:lcii1i the nur.1crou::; nttrc..ct-

ive cmployn:tcnt nl tcrnativcs which arc availaolc to ;:-, skilled uorkcr in 

n lnbor market such ;:i,s th.:it exist in~~ in the Cleveland arcn. li.owcvcr, 

the :iltcrnntivcs perceived by the Lincoln employee arc not rclntively 

attrn:ctive~ If the Lincoln worker was required to take n sLiilnr job 

with .'.l.nothcr fir.n, in nll likelihood, he would receive f~r less in-

come, probably near half of ,;hat he earns nt the Lincoln Electric Cot'l-

pnny. It woul<l scc;~i that this fact nlone would account for much of 

the continued hich productiv-ity which in evident nt this co~:1pany even 

durinz prosperous tiraes. It could also be argued that at ~my tir..1c., the 

Lincoln worker hns 1;1ore to lose thnn does his counterpart in comparable 

industries, since he hes obtained a r.mch high.er stnndar<l of living. 

'Illis facet of the safety nec<l provides motivation for the Lincoln cm-

ploycc to i:\aintain high procluctivity. 

In connection with tile. need :for safety, ti1c .:i.ctivitics of the 

Advisory Board insure th.nt employees have little to fe.:ir frou arbi-

trary action on the part of man.:18:cmcmt. Since Lincoln gu.:::r;intccs the 

c::isting picceworl; rates, linitin:; output in order to m.:'l.intc.in current 

piecework rates ;1ould not be n tempting nl tcrnativc to the Lincoln work-

er ns it is in much of in<lustry today. T'nc only rn.otivr,tion stcnr::.inG 

from the piecework plan is of a positive n.::iturc, since it stbmlatcs 

the Lincoln worker to produce. u.orc in or<lcr·to earn more. The li:i:e in-

surnncc and annuity plans included in the Lincoln personnel program arc 

.1dditionnl factors contributing to the worker's satisfaction of: his 

safety needs. 
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Belon~;in::': £.£ l:Icubcrsltin Heeds - It h.:i.s been frequently Gt.J.ted 

that tlr. whole Lincoln Electric Cor;ipany organization worl~s like a team 

witll everyone contributing to the achicvc1aent of the basic organiza-

tional goal of producing a better and better product sellinc; for less 

.:md less. The. title of one article which appeared. in the Rc.:i.dcr's 

Di[?;cst clearly indicated the light in Hhich nanagcmcnt views its work-

crs - - "A ~~actory Full of Partners. 115 Tirns, it rnn.y be arcucd th<:.it 

merely working for the Lincoln Electric Conpany wit~: its practically 

unique labor-rn.::i.nagc~:~cnt relations would go a long way toward s.:.tis-

:Cying ti1c incliviclual 's belong inc; or tac;1bcrship ncecls. llowcvcr, in the 

plant, the work stationa arc r.::rl:~wr widely scattered ;-,ncl the noise 

level is fairly high. For thi.3 rec.son, interaction rJay be rather cl.if-

ficul t, al though the coupany docs not iril.j?OSC (my to:.:::.1al restrictions 

upon such interactiona. The comrin~1y personnel pror;rain docs contain a 

nm1bcr of sub~roup clements incluuin~ tb.c Advisory :~o.:i.rd, ~':tploycc's 

Association, and the Quarter Century Club, which shoul<l aid the mcu-

bar in his quest to fulfill his social needs. 

'fhc 1.1tnbility of the Lincoln uorl; force \1hich u.'.ls discussed 

cnrly in this Chapter will .'.11 so ~1.c.vc a '._)Ositivc c~fcet upon tllc work-

er' s satisfaction of his mcnocrsI1ip nec<ls. Tl.le stability o[ \1ork 

r;roups is one of the prk1ary prerequisites ~or group cohe.sivcncss, 

through which cr:;.ploycc ucnbcrship needs r..1ny be satisfied. Stable 

Snlakc. Clark, "A Factory Full of Purtnc.rs," i{cD.clcr's i)i13est, 
80 (June, 1962), pp. 132-136. 
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social relations al ::;o ra.::ke the worker's actions and ·rec.ct ions rn.orc 

cnsily predictable by his co-workers. Predictability in social rcla-

tions is an additiono.l means throusl1 which social needs .J.rc satisfied. 

111c individual workine for the Lincoln Electric Conpany i;,Toulcl tend to 

identify quite closely uith the or~.:i.nization. ldcntificntion with an 

or~.:li1ization is directly related to such f.:lctors as tltc nu::;.bcr of needs 

for which the ort;anization provides satisi:nction, <mci the prestige assoc-

iatcd with the or0anization, etc. This stronz identification uould 

seem quite likely to contribute. tow<:ird the cuployce 's s.'.'.tisfaction of 

his belon~inr;ness or membership needs. Furthermore, the absence of a 

union at the Lincoln Electric Company lessens the possibility of em-

ployees strongly idcntifyin[; with an external group whose goals l:1ight 

be. quite. inco:,1patiblc with the oq~anization's ~oals. In sm;m1ary, then, 

it docs appear that the workers at the Lincoln Electric Co:upnny arc able 

to satisfy their social needs to a siznificant degree. 

~ ~ Sclf-cstccr,1 - Ii th<~ 1:orkcrs c.re actually develop-

ing their latent abilities o.s James Lincoln clafa,1cd, then this develop-

ment n.lonc. should contribute grcatly tau.a.rd the satisfactJ~on of their 

need for self-esteem. 'Il1cir very hi:::;h individual ~roductivity, :JS 

cvickncc<l by the s.:clcs value of products per cr.1ploycc, docs in<lic.?.tc 

th.::tt Lincoln.' s belief is csscnti.:i.lly true. i(nowing th.:it they arc fur 

rao:i:c successful than employees in co;·.rparnble firr.rn, when success is 

measured in raonctary terms, woul<l nl so help satisj:y this need. 

As was indicated in Chapter II 1 the supervisors' sp.:m of con-

trol is quite la:.-:~c at all managerial levels in this oq~anization. Thus, 
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out of necessity, the Lincoln ct;lploycc receives supervision of a c;en-

cr.nl nnturc. In other ,;ords, the individual is given more rcsponsi-

bility than would be likely if he were closely supervised. A hi(;h de-

cree of individual rcsponsib:i.lity is another raechanima through which 

the need for sclf-cstecra may be satisi:iccl. 

When the rank and file e:nploycc is allowed to participate uore 

directly in the decision m,J.kin::; function which h.:is been classically 

considered a m.:ma::;eracnt prerogative, his fcclin~ of sclf-cstccu will be 

af:foctcd. 'l11e Advisory Board at the Lincoln Electric Conpauy directly 

invol vcs its r.1m:1bcrs and their constituents in many pl.iosc~s o:i.: top-

level decision naking. '11LC. suggestion systcr:->. provides an .:i.1.iditional 

way in d1ich cuployecs oay participate.. Whenever the e;.:1ploycc.: is sin-

ccrcly solicited (or assictancc, it oust be a::rnu:c1cd that, regardless of 

the position he. holds in the orgo.nizational hicrnrchy, c-:.1.::i.na:;cr..1cnt· be-

licvcs that he is capable of offering valuable idcns, suggcstiotis, or 

opinions. This mana~crial at ti tu<.lc adds <lic;ni ty to .:my job .::md in-

creases the worker's fcclin~ of individual Horth. 'f;.1is belief in the 

inherent worth of the operative cr!l:)loyee, aside tro::1 bcii.-1S rc;::lectcd 

in specific portions of Lincoln's pc1:sonnci pro;;r.:in, i.w.s '1crncntcd 

mcnugcr.ic.nt 's think in~ in this co;;ipany 2rm;1 the time J~:mes Lincoln first 

bccmuc General ~;anagcr. 

!:lee cl K.s.£ H.cco~~ni ti on or Pub 1 ic EstecrJ - A nu:nber of: ucchanim:,1s 

arc used to puolically rcco~nize the co;1petcnt e:.1ploycc at the Lincoln 

Electric Company. Electing .'.111 individual to the Advisory Board is one 

way in which cn·cmployce.'s co-workers may publicly recognize. hir:-.. Blee-
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ting him. to the. I3oard of .the E.nployc.c 's Association is .:mother ncans by 

which employees may recognize. a mct:tbcr of their mm group. 'i.11c 111cri t 

ratings r .. 1.adc by the worker• s supervisors provide the workers with an-

other mechanism .for the sntisfaction of this need. Tl1e Outstt .. nding 

Pcrf:or;·.iance Citations awarded each year grant the rc.cipici.lt no special 

privileges whatsoever. Their sole p;irposc is to provide. the outstanding 

coployee with public recognition. Service a'.·!ar<ls, including service 

pins and me.n1bership in the Quarter Century Club also help the employee 

satisfy his need for public cstc.cu. Allowing the operative. worker to 

participate. in the decision makinz function is anoti1er l:lcans by ,,,hich 

Lincoln mnnagemc.at provides re.cognition for its employees. Tl1c sug;;cst-

ion systera and the Advisory Board were both inaugurated for this pur-

pose. As mentioned previously, Lincoln workers arc only subjected to 

supervision of a ~cncrnl n.uturc.. This policy also contributes to the 

employee's satisfnction of his need for recognition. In conclusion, 

the whole n.:magerial attitude which Lincoln professed, and which has 

been carried on since his death, is a further way oi: showin~; appre-

ciation or rccoc;nition of the abilities possessed by the ordinary oper-

ative ~1orkcr. 

Sclf:-nctual izo.tion - 'TI1is cntc~ory of r:.ccc.i.s recO['.;i1izcs the fnct 

that individuals have a drive to develop ther.wclvcs fnlly. At the Lin-

coln Electric Gor.ipany all pronotions c:rc b~scd entirely upoa Herit, 

and no artificial i::-.pc<limcnts (e.g. need ior collec:;c degree) hinder the 

competent cuploycc. This relative case of vertical 1~10bility would tend 

to aid the dil igcnt c;aployec in his quest to sntisfy this need. Lin-
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coln' s bosic philosophy advocating the dc.vclopr.1cnt of latent abili-

tics 1JOuld stimulate the cnplo:1ce. to the satisfaction of this need, 

as well as the need for sclf-estecra. ·n1c elected ;-,1cn:mrs oi: the Ad-

visory i3oard arc given an opportunity to develop wi1.atcvc.r talc.1-..ts they 

r..ight possess of a r:i.anagerial nature. This CX'.)Cricncc is qui tc val u-

ablc to the ei:1pl.oycc, and it enlightens lc1ana~cuent in their attcm?t 

to identify operative workers with nanagcrial potential. 

i-10'£:iVATION TO PRODUCE 

Ti.1c Lincoln worker has more of his needs satisfied through em.-

ployncnt tho'ln docs the. average industrial worker. This fact accounts 

for th.c'hi~h level of job satisfaction which is evidenced by various 

~-acasures including the labor turnover rate. In order to satisfy those 

needs which remain capable of motivating the woriccr, he must proc.~ed in 

.:i :n.:mner consistent with the organization's r;oals. 'i"nis is the only 

path .to nee<l sntisf.:1ction available to the Lincoln worker. 'l'he.reforc, 

the anticipation of ncc<l satisfactio;:i serves as <ln incentive toward 

high individual productivity, .:.:md al so provides the organizational 

stability SO essential to effective COl'C'.l'1UUiCation and coordination. 

'l"hc ncccl for sccuri ty (safety) is one of these r.1oti.vntin~ 

factors. The Lincoln worker has achieved 1':. very hi~h star:.clard of 1 iv-

in[; which could not be maintnincu if he were f:orcecl to seek employncnt 

elsc\;hcrc. Thus, he is 1::1.otivatcd to retain his present c:i1ploy.::'.ent. 

11.1.intaining a high level of productivity and minimizing absences pro-

vides him with the best insura;i.cc .'lgainst. los:i.nr; his posit.ion at. the 

Lincoln Electric Conp;:my. This factor alone seems to play a signif-
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icant role in expan<ling the highly productive nature of Lincoln's work 

force. Tl1c piecework systcr:l, with r;u.:i.r.:mtecd rates, provides incen-

tive for the employee to increase earnings by incrc~sinr; productivity. 

Since the individuals arc closely identified with the coupany, ;:;roup 

coals play n supportinr; role to ori:;anization goals. 'l'hus, in the cu-

ploycc 's effort to satisfy his uc.<nbcrship needs t11rough group ]_)arti-

cipation, the organization's goals arc achieved at the sni;;c time as 

the group 13oals. As the employee attempts to raise the satisfaction 

level of his need for public cstccta aad self-actualization, his efforts 

arc directed toward becoming mo1·c pro<luctivc, sine~ the only paths lead-

ing toward recognition and devclopin~ one's potential require increased 

productivity. 'i'his need Zor r.1aint.::i.ininc; proCiuctivity in order to in-

crease satisfaction of personal needs is the prinary cnusc of the hie;h 

level of individual productivity which is evident at the Lincoln Elcc-

tric Company. The stability o::: the entire Lincoln or~a;:.izatioi.1 1 with 

the highly productive individuals r.1.::J.l::ing up that orerrnization, account 

for the rcr.mrkablc success of the. Lincoln Jlectric Co:,1~!.'.1.::lY which was 

smm~1arizcd in the bc~inninr; of this Cho::.ptcr. 

APPLICABILITY OF THE LINCOLN SYS'l'ID1 

The next lo~ical question to be asked is as follows: Is this 

system r.;cncrally .'.l[))?l icablc to oti1cr industrial organizations, or- is 

there something unique about the Lincoln Electric Coop.:my wl1ich en-

ables this plan to succeed there, whereas, it wm:ld tail elsewhere? 

It is believed by the writer that there is nothing so in-

herently unique about the welding nachincry business which 11oulcl, in 
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itself, prevent this plan frOill being applicable to other industries. 

However, this entire. personnel pro::;ra>.1 has been developed at the ·Lin-

coln Electric Company in an environraent which is not at nll typical to-

day. It is fcl t that certain cnvirom:1cntal factors confronting this 

company hnvc r;reatly contributed to the success of this systc-w ::it the 

Lincoln Electric Cocnpc.ny, and the absence o:C these factors 110uld linit 

the ch.::mcc for successful adoption of this systeu by other cor::panics. 

·ni.c unu:mal cnvironuent in which this rilan was developed is the pri-

mary topic for consideration in the parn::.:;rnph.s that follou. 

The first step towa1·d incentive li.W.n.'lfjcrcLcnt uas taken by Jai.ncs 

F. Lincoln in 1919 i1ith the introduction of the .\dvisory Do2rd. This 

was during a time when unionization in 1'.r1ericnn industry was atypical 

rather than beini typicnl as it is tod;:iy. It nust be rc:J.c~ni.>crc.d that 

this plan \.;ras. firmly established .'.ls a p.:i.rt of the Lincoln Electric Co;.<-

pany lon~ before the first nttcmpt to unioni~~c Lincoln i;10rkc.rs follow-

ing World :-Jar II. '11i.crc:2orc, \ie nust .::isk ourselves whether it is fens-

iblc :for unionized cornpo.nics to adopt a pcl.·sonncl progran such as the 

one in effect at the Lincoln Electric Coi.:1pany. 

In answer to tlli.s question, it :1.::.s been s.:i.id tllat unions arc 

not concerned by profit-sh.:::.:.·in0 pl.::.ns, unless tlicy fcc.l th:.:t c::-..)?loycrs 

ere using the schcL1cs a.s a device to rn:~cJ~cn unions, or to substitute 

profi t-nh.::n:ing for fair 11.::i.gcs or wor:~ing concHt5.ons. This statcncnt 

may wcl 1 be true; houcvcr, tiie.rc is fnr more to Lincoln's personnel 

procrnn than just profit-3h.:i.ring. One of the nost im~ort.:i.:1t facets 

of th.i:::; plan is,thc policy oi: prouotine; solely on tl1c basis of merit. 
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1'l.1is pol icy provides the employee with the inccnt:Lvc to c;~ccl. It is 

hii:;hly doubt:fol that nest unions would \Jclco•·1c 2.. pol icy 11~1crr~by pro-

motions and other retvards arc b.'.lscd solely upon r~:crit. 'i.11c i~dvisory 

Board a.-ic.l the &::iploycc 's Association pcr£on:t ;:::ost o::: the functions 

which arc 11.or1:t.:tl ly pcr.i:ori.:1cd by the union in />r::i.crican industry today. 

The only union function which is not pcrfordcd by these two org.:miza-

tions is the actual bargaining with nana.[jc1:1cnt over the terns of cu-

ployr:i.cnt. Since the Lincoln Electric Cor.qo.ny pays out to ti1e D--.:lployces, 

in the fo:i.-.-.i o-Z a bonus, al 1 incor:i.c over .:me~ above the stockholder's 

dividends and a r.1infa.mu1 amount o.C Gro~-r".:h money which is l~c;::it in re-

tained c.arnirrc;s, there is no need to barc£nin for 1;agc incrcascc: ~ls long 

ns the compa:1y rcrnm.cration is well above the l.:.bor t:1.::i.rl~et. The writer 

believes that a union uoulcl no longer sci."Vc a useful purpose. There-

fore, the lacl~ o:C a union is the first unusuo.l e::wiron;:,cntal f<.:ctor 

confrontinr; the Lincoln :2lcctric Co;.\pnny which h.:::i.s c:i.·catly helped this 

plun to bccor.1c estnblishe<l at their pl.:;.nt. It is also rather doubtful 

if thc t:1:ina~emcnt of a unionized .Cir.:i. would initiate such a ~)L:m know-

in::; that it t-:i.ay bccor.1c subject to collective bc.q:;.::.in:i.n2:. 

Secondly, as stated previously, the vast mnjority o::: the stock 

in the Lincoln Electric Compo.ay is held by the v.:i.rious Lincoln Zamilics 

ail.cl the employees themselves. Lincoln fcl t tl-.c.t tl1c stocl~holclcrs sl10ul<l 

tc the last group, follouing cnstoi~ci.·s :md workers, to s:1cn:c in the prof-

its oi the company. :;?or this reason, rcGardlcns oz the coar:my's sue-

ccss fro;-.1 year to year, the stockholders h~vc received a <lividcncl approx-

inating 6 percent of the current selling price per annun. It is very 



82 

doubtful that the nverat;c group of stockholders would support a system 

which advocated payini; out much of its income to its workers to i:inkc 

them one of the r:i.ost highly compensated work forces in the. world, 

while the stockholder receives a 6 percent dividend with a lir.1ited 

ar1ount of income being retained by the company for growth. The stock 

ownership is another unusual factor in the c.nvironr:ient facint:; the Lin-

coln Electric Coinpany. 

Lastly, it must be remembered th.::.t this plan was adopted by a 

young growing company over three decades ago. The original cor,1pany 

manager, James F. Lincoln, had a nunber of years to educate louer level 

mm1age.rs to believe as he did in the inherent worth of the operative. 

worker. He was able to select for hiehcr level nanngcr1cnt only those. 

individuals who subscribed to his beliefs. If this plan He.re to be 

adopted by a large company with a firmly established mnnn,serial hier-

archy, the top m<lnngcment would be f.'.lced with the monum.ental task of 

re-educating all nanagers dow-n to the lO'iTCst level to subscribe to 

Jnr.ics Lincoln's beliefs. The workers' trust of, and fnith in, Lin--

coln' s management also pl aye an i":nportnnt role in the success of this 

plan at the Lincoln Electric Compnny. Any firm. that has e~'pc.ricnced 

labor-mnnazcment strife would also have the difficult, if not imposs-

ible, job of cuining employees' confidence before incentive manaccmcnt 

could be successfully applied. 

SUHHAi1Y 

In concluding this section, a summary sccas in order. This 

writer believes that there. is nothinG unique. in the i11dustry 1:w.nufac-
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turing wcldinG equipment which. would guarantee. this plnn n crc;:itcr 

chance of success than it ·would have if adopted by a coupany cnc;acc<l 

in any other in<l'-lstrial pursuit. However, several cnvirorn:.'.cnt.:::.l fac-

tors facinc; the Lincoln Electric Cor1pany arc quite unique. This plan 

was adopted at a til:1e when .c\ncrican industry wns not so highly union-

izcd as it is todny. 'fl1crcforc, no union HD.s nblc to bccoac strongly 

entrenched as a permanent segment of the Lincoln Electric Cor:tpany. Scc-

ondl y, the stock of the Lincoln Electric Comp.:my is closely held by en-

ployccs and surviving relatives of the. founding f:nmily. Thus, r.:anage-

ment is able to follow certain policies which have been char;::.ctcrizcd 

as abusing the stockholders by their critics. Lastly, present-day 

toan.::e;crs and workers alike hc..vc been c:::poscd to Lincoln's revolutionary 

w.anagcrial philosohpy for .:. nuubcr of years. It ~..'ould be quite <liffi-

cult to coDvcrt the avcraz;c Group o:i industri.:::.1 i110.~·:o.:;crs or workers to 

this philosophy within n short period of time. 

n1c last topic to be discussed in tlli.s lKl!}cr conccr-ns the out-

look for the future success of tl1is systcn at the Lincoln :.i:lcctric Com-

pany. If profits ucrc to decline, whether due to a ~e:'lcr.:::.l business re-

cession, or sor.1e condition only aficctin:::; Lincoln Electric, such as a 

marked increase in co:-Jpctition, it must be nsstmccl that the individuals 

affected first during a doi:·mturn would be the workers since ti1cir re-

wards arc of a residual nature. 1'h.c bonus distributed to cm:1loyccs is 

composed of wha tcvcr incor~c rcraains after <li vidcnds arc paid, and n 

fixed araount of "seed money" is retained. TI1e real question is what 

would happen to the employee productivity, satisfaction, etc., if the 
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bonus were drastically reduced. 'i'his writer believes thnt this >muld 

have an adverse affect upon satisfaction just as reducing waGcs (or 

layoffs) would adversely affect job satisfaction in .::.ny other corapany. 

However, it sccr:i.s that this effect would not be ns pronounced it 

1-1ould be in raost other companies. The reason for this belief is thnt 

the long history of corctplctc workcr-r.1anagcracnt faith ancl har.nony which 

has pcrw.catcd the Lincoln Electric Company would tcn<l to rainL·.1j_zc the 

consequences of an unfortunate occurrence of this nature. llowcvcr t it 

also is believed that the bonuses paid the HOrkcn; constitute a very 

important scgraent of Lincoln's incentive mn::tac;c.mcnt plan; thcrcZorc, 

the writer can sec no reason why worker productivity and sc.tisfaction 

,.muld be maintained at today's very higi1. level if carnin~s continue 

dcJ?rcssed over n long period of tinct or should the bonus system be. 

discontinued altogether. 
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ABSTRACT 

The Lincoln Electric Comparq has been outstc:nc"lin~~ly successful 

in the nanufo.cturc of wc.ldinr; cquipuent. The purpose of this thesis 

is to c:w.:.ctinc the overall personnel proGrar:i. of the Lincoln Electric 

Company, nnd to relate vai."ious sct,LJ.ents of thii:: proc;rn:-a to the hir;h 

level of individual o.nq organizational productivity wi1ici1 is evident 

at Lincoln. 

As a consequence of this study, numerous conclusions were 

reached. First, CT.:my policies in effect at the Lincoln Electric Coc:i-

pany tend to nn.kc Lincoln's work force quite stable. Since a sta.blc 

work force cor:iposcd of highly productive individuals tends to rcsul t 

in a hiGhly productive organization, individual pro<luctivity is also 

cxm.1ined. It is concluded that tl1c Lincoln worker has i:.:orc of his 

needs satisfied through employment thc..r1 docs the avcrar;c industrial 

·wod~cr. In order to satisfy those needs Hhich rcr.1c..i:1 capc..blc of u.o-

tivuting the worker, he. must proceed in a t1nnner consistent uith the 

organization's go.::i.ls. Tl.1is is the wost inportant c~qlanation advanced 

:for tlic highly productive nature of: this co~,1pany 's i:ork force. In 

concluding this study, a discussion of the applicability of this sys-

tem is presented. It is decided that there is noth.in~ unique in the 

manufacture of wcldin!}; cquip•~~cnt which would prevent this plan from 

succecdine in other industries; however, tl1c cnviron~,1cnt within which 

this plan was developed is not typical, c..nd has contributed greatly to 

its success. 
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