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Effects of Incentive Policies and Grass-root Responses: Focusing on the
Reform of Wage System during the Great Leap Forward Period
Lin Pan
Abstract: With the focus on wage system reform during the Great Leap Forward period this paper discusses
the practical effects out of incentive policies on production activities and the grassroots responses. The
implementation of “time + reward” wage system after the abolition of piecework wage led to a significant
drop in the income of a considerable number of workers. The “general average” feature of this wage system
caused the disconnection between workers’ performance and their incomes. Material incentives changed
from “substantial incentives” to “insubstantial ones” resulting in the tremendous decline in workers’ labor
enthusiasm. At the same time the characteristics of “soft budget constraints” in socialist enterprises as
well as the constraints of quota management level made the quota standard rise or fall. Therefore most
workers showed a complex attitude of “neither approve nor oppose” to piecework wage system. In
practice the expansion of business autonomy and the rational and effective use of incentive system play a
positive role in mobilizing the enthusiasm of employees and improving the economic benefits of enterprises.

Key Words: Piecework Wage System Material Incentive Great Leap Forward Managers Workers
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