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Richard Locke, Ben Armstrong, Samantha Schaab-Rozbicki, and Geordie Young
speculate that COVID-related challenges might lead firms to shift their assumptions
about workers in ways that open up new political-economic possibilities, with bene-
fits for workers in safety, compensation, and voice. I am skeptical about the idea of
such COVID-induced learning. Drawing on an analysis of the costs of high turn-
over in the electronics supply chain, however, I argue that more generous assump-
tions about workers appear to have operational benefits. Understanding those oper-
ational benefits might lead firms to be less resistant to demands from workers for the
kinds of jobs that Locke and his coauthors celebrate.

n their illuminating contribution to this wide-ranging conversation about

a new moral political economy, Richard Locke, Ben Armstrong, Samantha

Schaab-Rozbicki, and Geordie Young focus on the conditions of workers
in global supply chains and how the COVID-19 pandemic might reshape those
conditions.!

They build their case around a contrast between responses to COVID-19, exem-
plified by Tyson Foods and Sanderson Farms. Operating in similar industries, ge-
ographies, and markets, these two firms have treated their employees in fundamen-
tally different ways during the pandemic.* Tyson Foods sweated its workers. Sand-
erson Farms provided greater security. What explains the differences in strategy ?

Tyson assumed that workers are “reluctant contributors to the firm’s prosper-
ity who require constant supervision and control.”3 Sanderson Farms assumed
that workers are “assets to be valued and developed, multifaceted individuals who
are intrinsically motivated to work and contribute to their workplaces.”# In short,
Locke and his coauthors argue that the differences in firm behavior reflected com-
peting managerial assumptions about the capacities and motivations of workers.

In emphasizing the strategic importance of managerial assumptions about hu-
man capacities and motivations, Locke and his coauthors draw on management
theorist Douglas McGregor’s classic book from 1960, The Human Side of Enterprise.
McGregor was a psychologist, friend of Abraham Maslow, and early member of
MIT’s Sloan School faculty. He called the theory of workers as reluctant contribu-
tors requiring detailed control Theory X, and the theory of workers as multifacet-
ed individuals and intrinsically motivated Theory Y. McGregor favored Theory Y.
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Locke and his coauthors share McGregor’s emphasis on the strategic impor-
tance of managerial assumptions and his enthusiasm for Theory Y. Those thoughts
lead them to wonder whether managers at firms that faced difficulties like Tyson
did during the early stages of the pandemic might shift their assumptions in ways
that support securing rather than sweating. That change of assumptions —learning
new managerial assumptions from the experience of the COVID-19 pandemic -
might in turn expand our sense of political-economic possibility.

This argument about the strategic implications of shifting managerial assump-
tions is fully general: it applies to, but is not confined to, firms in global supply
chains. My comments are intended to be similarly general, applicable but not con-
fined to workers in global supply chains.

ne influential line of criticism of McGregor’s important book observes
that Theory X works pretty well in some organizations. The right way of
organizing and managing work depends, these critics argued, on the kind
of work. With routine tasks, Theory X makes sense. With tasks requiring problem-
solving by workers, Theory Y works better. The best approach is contingent on “the
nature of the work to be done:” thus, Contingency Theory.®
While doing research on high worker exit in some suppliers in the electronics
industry, I heard a forcefully stated version of Contingency Theory from a senior
executive at a contract manufacturer. We were observing exit in the range of 5-7
percent a week, close to the level at Ford before the 1914 introduction of a $5 day.”
The executive acknowledged that high exit might be a concern for some firms.
But he said (I am paraphrasing): “We are doing single-SKU [stock-keeping unit],
high-volume production. We do not need to worry about high rates of exit.” This
executive had taught industrial engineering for many years, and I thought of his
comment as a letter-perfect rendering of an industrial engineer’s intuition: the
high exit rate is anticipated, so firms can design strategies to protect factory oper-
ations from the potentially negative effects of high exit. The strategies of mitiga-
tion include:

* Producing on assembly lines with the pace of production controlled by the
speed of the line;

* Simplifying standard operating procedures at each station on the assem-
bly line by reducing those procedures to routine operations with short cycle
times performed on units held in place by fixtures;

* Prebuilding and hiring extra people in anticipation of periods with espe-
cially high exit;

* Redistributing experienced workers and adjusting line speeds in response
to especially high exit.
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These strategies aim to create a manufacturing process that does not depend
on a worker’s skill, experience, or social connections. Theory Y sensibilities —
about intrinsic motivations and integrating personal goals with the goals of the
firm — may, that executive acknowledged, be nice and humane, but mass produc-
tion can work perfectly well from Theory X, with its emphasis on simplification,
monitoring, control, and an attendant relaxed attitude to high turnover.

An alternative intuition — I will call it the humanist intuition —is that high lev-
els of worker exit must create some operational troubles. The guiding intuition is
that the success of the labor process always depends in some ways on the accumu-
lated work experience, skills, and social connections of the people involved. The
humanist intuition does not deny that different kinds of organization make sense
under different circumstances. But it suspects that there are limits to the power of
Theory X-inspired strategies of buffering or insulation, and benefits to a strategy
guided by the idea of workers as human beings who should be valued and whose
capacities and connections should be developed.

To assess the power of these competing intuitions, my collaborators and I
studied the impact of high worker turnover on production at a single facility: a
large final assembly site in a complex supply chain.® We had full access both to ad-
ministrative data about employees and their location in the assembly and testing
process from a contract manufacturer and production data from a lead firm. The
administrative data on more than fifty thousand employees (employed over a nine-
month period) showed a mean turnover rate of 5.1 percent per week, with lots of
temporal variation, from a low of 2.9 percent just before the monthly pay week to
a high of 8.9 percent in the pay week. The production data included both test re-
sults from the many test stations used in the final assembly process, and four years
of data on “field failures” for the tens of millions of products that were shipped
over that same nine-month period. Field failures are the units that passed all the
rigorous tests in the assembly process, were sold, and, during the subsequent four
years, needed to be repaired or replaced. These data enabled us to ask, among oth-
er things: In weeks with higher turnover, are more units produced that failed in
the field? More precisely, when workers leave at higher rates, does that cause a
decline in product reliability ?

The short answer is yes. Simplifying a more complicated argument, we ob-
served that units produced in the highest turnover week, the week of the month
when workers are paid, were 10.2 percent more likely to fail in the field than units
produced in the lowest turnover week before payday.? Despite all the extraordi-
nary efforts at simplification and control, we found a continuing dependence of
product reliability on the accumulated skill, experience, and social connections of
workers assembling products.

Given the incredibly rigorous testing before units are shipped - testing of com-
ponents, functionality, and appearance — it may come as a surprise that field fail-
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ures increased when turnover jumped. How could the units that ended up with
troubles in the field have passed all the tests? Think of it this way. Someone puts
a component in a device. The component works, and the device passes the tests.
But suppose, for example, the component is not as securely in place as it might
have been — and would have been with a more experienced assembler. With nor-
mal use, the slightly insecure component displaces more quickly and the device
needs to be repaired.

To be clear: even devices assembled during high-turnover weeks do well in the
field. So the industrial engineer’s intuition is not wildly misguided. Still, that 10.2
percent increase is a big deal when the facility is producing tens of millions of units.
In short, and contrary to the industrial engineer’s intuition, a dose of Theory Y may
be important, even in circumstances — single-SKU, high-volume production — that
seem most promising for Theory X’s focus on supervision and control.

o, I share the sensibilities that animate Locke, Armstrong, Schaab-Rozbicki,

and Young. I find those sensibilities ethically more compelling and, for the

reasons I have sketched, I think they also confer operational benefits. Even
in the setting I described, it is a mistake to think of workers as objects to be con-
trolled rather than subjects whose skills, experience, and relationships matter for
operational success.

At the same time, I am skeptical about the thought that managerial experience
during the COVID-19 pandemic will change fundamental assumptions about work
and workers. Not by itself. Firms that faced challenges during COVID can attri-
bute the problems to the singular experience of operating in a once-in-a-century
pandemic. That experience might produce a temporary shift in behavior. I am not
sure why it would prompt a change in fundamental assumptions about people.*®

I do expect that the pandemic’s supply-chain disruptions, in conjunction with
the politics of populism, will generate important supply-chain shifts, with strong
pressures for onshoring (and for reshoring, to new geographies). Moreover, shifts
in power associated with tighter labor markets and increased pressures from
worker organizing will likely lead to better compensation and working condi-
tions, with surer effects on improved treatment for workers than managers’ new
embrace of old theories about management.

I do not mean to deny that managerial views matter. Arguments like the one I
have presented here — about operational benefits of treating people as contribu-
tors to success rather than as tools to be controlled — may reduce the resistance of
firms to making changes they feel pressured to make. They may be more willing to
absorb the costs of greater compensation and better conditions at work, indeed to
see those costs as investments with a positive rate of return.

In the case I have described, reducing turnover by providing greater compen-
sation, thus reducing the rate of field failures, would have resulted in some sav-
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ings. Recognizing that you can reduce costs by respecting skills, experiences, and
social connections and paying more to retain them — even in the context of single-
SKU, high-volume production — may reduce managerial resistance to worker pres-
sure for both respect and compensation. And that reduced resistance may itself
help to expand the range of political-economic possibilities in the ways that Locke
and his coauthors hope.
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