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Productivity and People

M. Dillon*

For the optimum realisation of the inherent
capable of contributing the most to the productiy
they are : what are the needs and desires of wor

satisfy these and thereby hoist productivity ?

potential of the MAN—the greatest single factor
ity—two questions must get satisfactory answers;
king men? And what can the organisation do to
Various theories have been propaunded to explain

the nature of man at work, some most important being Fconomic Man Theory, the Social Man
Theory and the Theory of Sel-actualising Man. Each theory depicts the successive stage of human
understanding of man 2t work and provides some insight into buman metivation. How in an actual

work situation a human being could be motivated to

is the cential theme of this paper.

RODUCTIVITY, expressed as a mathe
matical relationship between input and
output, depends to a significant extent on the
way in which financial and material resources
are deployed; but the greatest single influence
on productivity performance is the degree to
which the inherent potential of the human re-
source is realised. And here, I believe, is
where we have most to learn, where we are
failing most lamentably, and where the great-
est advances can be made.

The Real Problem

If we were guilty simply of failing to utilise
our human resources to the full, then this would
be serious enough. But the real problem is
even more serious—there is still widespread
misapprehension as to the nature of the human
resource, the human being in a work situation,
and ignorance of the means whereby his poten-
tial may be realised.

*National President, Productivity Promotion Council
of Australia.

give his maximum and what are its implications

So we have a situation in which great nums
bers of employers, enlightened enough to be
awarc of the relationship between productivity
and human resource utilisation, are seeking
to motivate their employees on the basis of a
sometimes erroneous view of working man's
needs and desires. Doubly unfortunate is the
fact that, while the employers’ view apparently
tends to remain constant, the needs and de-
sires of emplovees tend to change over time
(today’s school leavers, for example, are better
educated, more aware of social problems, less
inclined to conform unquestioningly to insti-
tutional norms, and less concerned with security
than their equivalents in the 50°s).

Thus develops bewilderment on the part of
the emplover, who sees motivation, morale
and company loyalty declining; and an increas-
ing sense of frustration and alienation on the
part of employees, who see a widening gap
between their aspirations or values and the
capacity of the organisation to satisfy or share
them. The result is high absenteeism, high
turnover personnel, of high recruitment and
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rates,
industrial disputes, and

training costs, high wastage
incidence of
productivity.

high-
low

Two obvious questions present themselves
therefore:

(iy What are the needs and desires of
working man?

(ii) What can the organisation do to satisfy
these and thereby hoist productivity?

The Nature of Man at Work

Over the years since the Industrial Revolu-
tion, there have occurred several major shifts
in opinion among management writers, be-
havioural scientists and (generally some years
after) managers, as to the nature and needs
of man in the work situation.

The first view, particularly prevalent during
the mid to late 19th century, is expressed in
the theory of Economic Man, which holds that
man is motivated primarily by economic in-
centives, that he is, in brief, greedy, lazy and
materialistic with objectives almost invariably
opposed to those of the organisation. Not all
men share these undesirable characteristics,
however. Aside from the selfish and untrust-
worthy mass, there is held to exist a moral
clite whose task is to organise and manipulate
the mass, using coercion, control and economic
incentives.

The Fconomic Man theory, while academic-
ally discredited and not openly propounded by
management in general, has proved very hardy
and can readily be found even in today’s in-
dustry, commerce and government.

Elton Maye’s famous experiments at the
Hawthorne (Chicago) plant of the Western
Eleciric Company stimulated a reaction against
the Economic Man theory in the late 1920's.
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Thus began the ‘human relations’ philosophy,
or the theory of Social Man, which holds that
man is motivated primarily by social, rather
than economic, needs—that he is more res-
ponsive to the social forees of the workgroup
than to the controls and incentives of
management.

The task of management on this view, there-
fore, is to foster group life in the organisation
_to create conditions in which employees
are able to satisfy their need to belong, to be
accepted, to participate, to be involved. If this
is done, then job satisfaction and productivity,
in that order, will follow.

The current status of the Social Man theory
must be regarded as somewhat lower than
that of Economic Man. Academically, Social
Man is seen as an oversimplified notion, and
few managers whose carecss depend on the
maintenance of output are likely to put such
trust in the social needs of their subordinates.

The theory of Self-Actualising Man has been
gaining support since the earlv 1950’s and
may be regarded as Social Man extrapolated
in the direction of reality. It is certainly the
theory to which most of today’s researchers,
consultants and enlightened managers sub-
scribe, and has a large number of highly reput-
able proponents, including Abraham Maslow,
Douglas McGregor, Chris Argyris, Rensis Likert
and Frederick Herzberg.

Maslow provided the foundation for the
theory when in 1954 he asserted that the needs
of man are arranged in a hierarchy, from basic
physiological needs (like foed, warmth and
sex) up through safety and security needs,
social needs (affiliation, friendship etc.), and
esteem needs (reputation, self respect) to the
highest order of self actualisation or fulfilment
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needs.  As the lower order needs are satisfied,
so higher order needs emerge as motivators
of behaviour. Now given that basic physiologi-
cal neceds and safety and security needs—
on which, it should be noted, the theory of
Economic Man is based—are satisfied in the
work situation, then the individual will operate
more on the basis of the third level, on which
the Social Man theory is based. But if all
three are satisfied, then the organisation must
also provide for the satisfaction of esteem and
self-actualisation needs, which, were not re-
cognised by the earlier theories of man at work,

Other writers have followed Maslow, with
distinctive theories of widely varying complex-
ity; still others have warned of the dangers of
naive generalisation of poorly understood con-
cepts. There does scem to be general agree-
ment, however, on the need for jobs to provide
for the satisfaction of employee needs at every
level on Maslow's hierarchy. Professor Hollis
Peter, for example, listed seven factors which
must be present in any job to meet the psycho-
logical and motivational needs of the job-holder:

(1) Know the job: The need to know what
one’s job is and how one is performing
nit,

(i) Variety: Theneed for workto be reason-
ably demanding (in terms other than
sheer endurance)and to provide sufficient
variety. Too little variety brings
boredom; too much is frustrating,

(iii) Learning: The need to be able to learn

on the job and to go on learning. To

learn, one needs attainable targets or
goals to shoot at, and feedback in order
to correct oneself and improve.

(iv) Elbowroom: Therequirement for some
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area of choice and decision-making
where an individual can exercise his dis-
cretion,

(v) Social support and recognition. The
need for supportive relationships with
peers, bosses, and others in the orga-
nisation,

(vi) Meaning: The need for an individual
to relate what he does and what he
produces to the objectives of the com-
pany and to his life in the larger com-
munity.

(vii) Desirable future: The need to feel that
the job leads to some sort of desirable
future (which does not necessarily imply
promotion),

Catering for Human Needs

So to our second question—how can we
(assuming we have any control over events)
cater for the needs of the emplyee, avoid
alienation, improve productivity by effectively
utilising the human resources at our disposal ?

Over the last twenty years numerous indi-
vidual approaches to this problem have been
developed and implemented—often with en-
tirely unforeseen consequences. These have
included management by objectives, job rota-
tion, job enlargement, job enrichment, grid
organisation development, adventurous jnoen-
tive systems, sensitivity training, productivity
bargaining, employee attitude surveys, and a
bewildering variety of management develop-
ment programmes and training schemes.

A common finding has been that, however
laudable the intention, these measures if im-
plemented in isclation provide partial (and
often temporary) answers only. The most suc-
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cessful approaches have involved systematic
and comprehensive reviews of organisation
and job design, with close attention to areas
such as training, remuneration and industrial
relations.

This approach also has been developing over
about the last twenty years, since the pioneer-
ing studies by Trist and his colleagues from
the Tavistock Institute of work organisation in
Britair’s coal mining industry. In brief, what
Trist did was to alter the production system
from one in which each individual miner per-
formed a single and simplified task within a
rigid organisation structure, fo one in which
he performed a variety of tasks, in co-operation
with a semi-autonomous work group and with-
in a simplified organisution structure. The new
system, using the same number of men, vielded
a 22 per cent increase in productivity and a 60
per cent decrease in absenteeism.

Since then. similar approaches, concentrat-
ing on the basic restructuring of jobs and work
organisation, have been suceessfully used in
a number of countries and industries, includ-
ing textiles in India. oil refining in England
(Shell), clectronics in Holland (Philips}, pet
foods (Luv), chemicals (ICD and aluminium
manufacturing {Alcan) in Australia, car manu-
facturing in Sweden (Saab, Volvo) and a variety
of industries in the United States.

The list of successes is not yet huge, and
it should be notec that organisation and job de-
sign in the context of a newly gstablished plant
is much easier than orpanisation and job re-
design in an old-established one. However,
there is clearly a growing belief, founded on
the results of experiments and on the beneficial
effects of large scale implementation in some
notoriously awkward industries, that only by
means of such radical measures do we stand
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much chance of making up lost ground and
approaching full atilisation of the potential
inherent in the human resources of industry.

An illustration

An example of full-scale organisation and
job design was described recently by Professor
Richard Walton of Harvard Business School.
I'd like to repeat some of the key features of
the design, since it seems 10 illustrate rather
well the sort of comprehensive approach I
have been talking about.

A large American pet food company, whose
existing plants demonstrated many of the ex-
pensive symptoms of alienation—including
sabotage and violence—had to set up an addi-
tional plant at a new location, and determined
to design it to accommodate the muotivational
needs of employees. The design and early
development phase took two years of planning,
training, consultation with the management
team and so on. Then was implemented a
system with the following features:

(i} Autonomous work groups: have collec-
tive responsibility for large segments of
the production process. There are six
groups, averaging about 11 members in
size, with leaders (selected from foreman
level) responsible for team development
and decision-making; job allocation
within each team is extremely flexible
and subject to group CONSENSUS—
individuals are not expecied to perform
the same functions indefinitely. During
each shifr, a processing team and &
packaging leam operate, and handle
everything from unloading of raw mate-
trials through to warehousing and shipp-
ing. The teams also concern them-
selves with such matters as selecting re-
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placement operators, redistributing work
to cover for temporary absences, and
coping with manufacturing problems.

Integrated support functions: Mainten-
ance, housekeeping and quality control,
in addition to limited personnel func-
lions, are the responsibility of the teams
themselves, rather than separate staff
units.

Challenging job assignments: While job
assignments are designed to facilitate
re-definition according to particular cir-
cumstances, each set of tasks is initially
structured so as to include functions re-
quiring higher order abilities—such as
planning, troubleshooting and liaison
work., Where a particular basic task
cannot be enriched (e.g. forklift truck
operating), the team member is assigned
additional and more demanding tasks
(e.g. planning warchouse space utilisa-
tion).

Job mobility and rewards for learning:
Since cach set of tasks is designed to be
equally challenging, asingle classification
applies to all team members, who receive
pay increases for learning more and more
aspects of the total system. There is no
restriction on the number of cinployees
who can qualify for increased pay, and
so employees are encouraged to teach
one another.

Maeagerial decision-making and seli-
government: Operators receive economic
information and management decision
rules, and can, therefore, make decisions
ordinarily made only by supervisors or
managers. Plant rules themselves were
not laid down in advance—instead, rules
are allowed to evolve from collective ex-

perience.
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(vi) Uniformity of facilities: No reserved
parking spaces, no executive entrance,
no variation in decor between plant and
office. The plant’s physical design em-
phasises uniform status and encourages
human contact and free communication.

Commitment to flexible developments:
Management is firmly committed to as-
sess continuously both the producti-
vity of the plant and its relevance to
employee concerns in the light of
experience.

(vi)

Of course, problems were experienced in
implementing this very adventurous system—
training, education and consultation at all
levels were critical factors in overcoming re-
servations among operators, and both suspicion
and inertia on the part of some headquarters
management staff. Problems inevitably occur-
red in connection with pay rates and pay pro-
gression. However, all the signs of a considerable
success were evident eighteen months after the
plant cominenced operations—low turnover
and absenteeism, high morale and job satis-
faction and an across the board reduction in
variable manufacturing costs compared with
the old plant,

The case 1 have quoted is certainly extra-
ordinary, for its thoroughness as well a: for
the favourability of the condiiions in which it
was initiated (new plant, small labour force,
no lack of union co-operation, and so on). But
it is representative of a developing trend of
which we all have an obligation to be aware,

Training, of course, plays a key role in the
successful implementation of organisation and
jobdesign. On one hand, there exists the need
for education programmes to explain the
rationale, nature and particular objectives of
the project both to those involved and to those
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not involved. On the other, comprehensive
programmes of skill-training are necessary, to
ensure that employees are capable of handling
the increased responsibilities which they must
bear in their enriched jobs.

Industrial Relations: Clearly the productivity
performance of industry, commerce and govern-
ment cannot be improved through radical
measures of the type I have been discussing
without active support {rom the trade union
movement. And since it could 1 think be reason-
ably argued that trade unions in general are
just as conservative as the organisations in
which their members are employed, any moves
to establish comprehensive training and educa-
tional facilities for union representatives intheir
activities and responsibilities should be wel-
comed.

As work design for motivation and product-
ivity spreads, one would be justified in anti-
cipating un increase in the incidence of producti-
vity agreements. Productivity negotiation, in
its modern form exemplified by the ‘Fawley
Blue Book® of 1960, is generally based on the
payment of wage increases for improved pro-
ductivity, which is achieved by improved flexi-
bility of labour. This flexibility may involve
eliminating demarcation lines between skilled
trades, or increasing the scope of jobs carried
out as part of a man’s normal work, of abolish-
ing craftsmen’s mates, or facilitating job
mobility.

It is, of course, possible to achieve produc-
tivity increases through better organisation and
job design without engaging in productivity
negotiation as such. A healthy industrial re-
lations climate, however, is vital, and this
means cffective joint consultation prior to the
implementation of major changes.

PRODUCTIVITY AND PEOPLE

At a conference on the subject of productivity,
some instances of such negotiaticns were de-
scribed by a senior consultant from Urwick
International. He commented on their bene-
ficial side effects in these words:

‘Productivity bargaining can be very effective
in the area of industrial relations if for no
other reason than that the preliminary ne-
gotiations offer an ideal opportunity for free
and frank discussion of the implications of
pay, prices, profitability and productivity’.

If such free and frank discussion were the
rule in industrial relations, rather than the ex-
ception, then unions and their members,
might be less inclined to distrust management’s
motives in seeking to implement anything that
looks like even slightly radical change.

Conclusion

Many problums (ace the employer who con-
templates drastic measures to achieve produc-
tivity gains through people. However, good-
will and guts can solve these problems, as
Volvo and others have shown. Much more
serious problems face the empleyer who chooses,
either from ignorance or from disbelicf, to
ignore the needs, aspirations and cxpectations
of people.

May I conclude by quoting the philosophy
of the Japanese Productivity Centre:

‘Productivity is the belief in human progress,
It is a state of mind which aims at perpetual
improvement. It is a ceaseless effert to apply
new technology and new methods for the welfare
and happiness of mankind. It is the training
of minds and development of attitudes of the
people as a whole which determines whether
the nation will realise high productivity and an
affluent life or low productivity and poverty., @



Productivity Movement in
India—Some Misconceptions

S.K.Goyal®

The message of productivity reached India very late and that too with many misconceptions
and fallacies according to the author. The main causes of poor productivity were considered as
the low labour productivity and the out-dated machines and the methods employed in industries and
in agriculture. Few even dare fo call Indian workers and peasants lazy and less productive as com-
pared fo their counterparts in other countries. In passing these judgements, the difference in wages
and working counditions, socio-economic background and above all the economic environment are
looked over. Unfortunately, not much has been done in India to expose these wmisconceptions and
fallacies, maintains the authors. As a result, productivity schemes do mot get the proper reception

from those for whom they are meant. This article attempts ‘o highlight some of these fallacies

along with the alternatives.

THE basic concept of productivity is simple
and sounds very reasonable. It appeals
to a sense of logic. Because of its simplicity,
people feel that it is enough to know the defini-
tion of this term and it gives them the con-
fidence to speak about poor productivity in
India. Industrialists, bankers, politicians and
supervisors consider themselves to be com-
petent to pass judgement on such issues. The
attitude of those in authority, and misconcep-
tions and fallacies about the very concept of
productivity necessitate a critical look at the
problem with a view to correct them.

FALLACIES AND MISCONCEPTIONS

A, Definition Fallacy

Productivity is defined as the ratio of output
to input, The output may be in the form of
goods or services produced, e.g. yards of cloth,
tonnes of wheat, gallons of petrol, etc. The

* O, R. Centre, University of Strathclyde, UK.

-
input may be number of man hours, machine
hours, area of land, etc. employed to produce
the output. This definition can be applied
to an enterprise, an industry or an economy
as a whole. Productivity in actual practice
is evaluated on the basis of arithmetical ratio
between the amount produced and the amount
of any resources used in the course of produc-
tion. These resources may be: land, material,
plant-machines and tools and the services of
the man or, as is generally the case, a combina-
tion of all four.

It is to be realised that productivity is
represented as a ratio and this is a major
drawback of the definition. The ratio re-
flects relative rather than absolute values and
can, therefore, easily be misinterpreted. Ratios
do not reflect, as a general rule, the ‘true’
consequences of past actions but rather the
relative consequences, A ratio tof output
and input), for a particular resource, can result
from entirely different situations.
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The productivity of all resources employed
is conflicting in nature, If we try to improve
material productivity then we may cause the
labour productivity to decrease. There is no
point In improving productivity of some re-
sources and neglecting some. The problem
should be tackled in the case of all the resources.
We cannot simply treat some resources in
isolation.

B. Higher Production Fallacy

This fallacy existed for quite some time
and I hope now it is not there. The production
can be certainly increased by replacing the old
machines with expensive modern machines.
New machines may produce more without
altering productivity.

C. Sole Criterion Fallacy

In the sole criterion fallacy a single criteria
is selected for the basis of evaluation. For
example, we try to assess on the basis of labour
productivity. Is productivity in a company
low? This is difficult to say as therc are no
set standards by which all features can be
judged.

The problem of selecting appropriate criteria
is greatest when comparisons are made. The
greater the difference in the methods, cultural,
social and economical environment, the greater
is the problem of selecting the appropriate
criteria in order to make a realistic comparison
of productivity in two countries.

D. System’s Input Fallacy

Even while comparing labour productivity
in India with any other country (say, Germany},
using the same machines and methods, we
tend to ignore some most important factors.
The output can be measured in both the
places without any difficulty. The problem

PRODUCTIVITY MOVEMENT—MISCONCEPTIONS

arises in measuring the input of labour. While
considering input of labour we must keep
in mind that conditions in Germany are
so different from those in India. Will a
German worker be able to maintain high
productivity if he is asked to work in the en-

vironment in which an Indian worker works?

Labour productivity, preductivity of material
and so on are consequence variables. These are
the variables in terms of which we wish to
assess the effectiveness of a system. While
the amount of resources which can be employed
by management is termed as contrel variables,
These are the variables which are within the
control of the management. The uncontrolled
variables of the system are those which are not
within the control of the management but they
still effect the outcome. Labour morale,
national and international pelitical situation
are examples of such variables. To some
extent it is not correct to term labour morale
as uncontrolled variable because this can be
significantly controlled by the management by
adopting right policies.

In normal circumstances a man works for
money. This is the biggest single motivating
factor. The productive work given by a work-
er is closely related to his wages. We expect
the same output from an Indian worker, as is
given by a German worker, while we pay him
so less. We must keep in mind:

(a) An Indian worker earns not even 1/5th
of what a German worker gets.

(b) The daily consumption of calories by
an Indian worker is about 2/3rds of
what a German worker consumes. The
consumption of proteins by an Indian
worker is miserably low.

() A German worker is assured of a
decent home and gets all medical aid
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when reguired by him or his family

members.

The climatic conditions in India are

not very conducive to hard work.

() The environmental conditions in most
of the Indian factories are hopeless as
compared to German standards,

{f) Indian companies, unlike German com-

panies, do not make much use of work

study techniques for improving produc-
tivity.

The attitude of supervisors is so different

in both the countrics.

(d)

(g)

Unless we could take into consideration
these factors regarding input while making a
comparison of productivity, the comparison is
meaningless and misleading.

E. Responsibility Shifting Fallacy

The role which management and supervisor
can play in improving productivity can be
found in most of the text books and in con-
ference halls, but it is very soon ignored while
making an assessment of productivity. The

‘ ‘
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book on work study, published by International
Labour Office, lists the break-up of total time
of operation under existing working conditions.
The time taken by a man or machine to carry
out an operation or to produce a given quantity
of product may be considered as made up in
the following manner, which is illustrated in
the diagram.

There is first the basic work content of
the product or operation. It is the irreducible
minimum time of a performance. In general
actual times for operations are far in excess
of it on account of excess work Content. The
work content is increased by the following:

(i) Work Content Added by Defects in the
Design of Specification of the Product—the
reasons for this excess work content are:

(a} Bad design of product

(b) Lack of standardisation

(c) Incorrect quality standards

(d) Design demands removal of excess
material

(i) Work Content Added by Inefficient
Methods of Production—The reasons for this
excess work content are:

(a) Wrong machine used

(b) Process not operated correctly
{c) Wrong tools used

(d) Bad lay-out

{¢) Operator’s bad working habits

(iii) Incffective Time Due to Shortcomings
on Part of the Management—The reasons are:

(2) Excessive product variety
(b) Lack of standardisation
(c) Design changes

{d) Bad planning

(e) Lack of raw materials

(f) Plant in bad condition



236

{g) Plant breakdowns
{h) Bad working conditions
(i) Accidents,

(iv) Ineffective Time Within the Control of
the Worker:

The basic work content and the time added
due to (D), (II) and (11D give the time of opera-
tion within the control of the management.
However the workmen can also add some
ineffective time. The actions on part of the
workmen which may cause ineffective time are:

(a) Absence, lateness and idleness
(b) Careless workmanship
(c) Accidents

If management adopts right policies then
this ineffective time, though it is within the
control of the workers, can be reduced signi-
ficantly. The ineffective time, added due to
faults of workers, reflects on the morale of
workers. Poorer the morale of workers, the
higher will be the ineffective time due to their
faults.

(F) Low Performance Rating Fallacy

About six years ago 1 was attached to a
work study engincer for two months and as
such I was with him while he conducted some
work measurement studies. I was surprised
to note that only on two occasions he rated
a workman as 100 (Normal rating=100).
His argument was ‘“‘you should not expect a
performance of more than 100 from these
workmen”. His attitude was typical of what
I noted among other work study engineers
in India.

(G) Negotiation Fallacy

I remember the displeasure of one senior
industrial engineer who strongly objected to
my suggesiion in onc Indian journal that the
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time standards should be negotiable with the
unions. To him the idea of time standards
being subject to union negotiation was strange
and ridiculous.

My experience has strengihened my views
that time standards should be negotiable with
the trade unions. In a country like India,
where work study engineers have vet to attain
the reputation of having high professional
ethics, this seems to be the only selution. By
negotiating time standards with the unions,
I do not mean that there should be barganing
about time to be allowed for jobs. By nego-
tiations regarding time standards, I mean that
trade union should be given the opportunity to
conduct a work measurement exercise through
any professionally recognised work study engi-
neer. It is a fact that trade unions do not
have faith in work study engineers employed
by the managemernt.

(H) Fallacy of Blindly Following

One particular area, which baflles me most,
is that of using standards for relaxation and
fatigue allownce based on practices abroad.
Fatigue and the time to recover from fatigue
depends on the climatic conditions like tem-
perature, humidity ete. The relaxation allowa-
nce for a job being done in open in Assam
should be more than what should be allowed
if similar job is done in open in Punjab., We
must try to set our own standards regarding
time allowances,

Remedial Measure

The salvation lies in spreading the message
of productivity through National Productivity
Council and Institution of Indusirial Engineers.
The Institute of Indutsrial Engineers has got a
tremendous responsibility in formulating code
of conduct for its members. The strict obser-
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vance of professional ethics will help in en-
hancing the prestige of the profession.

The position of an industrial engineer (in
India they prefer to be classfied by this more
dignified term) is similar to a company auditor.
Both owe their existence to good wishes of
management but both should be fair, unbiased
and honest if they want to discharge their
duties truthfully.

Conclusion:

It is very misleading to compare productivity

237

in one country with productivity achieved in
other countries. The reason is that the en-
vironment in which the input resources are
employed to create output are different.
We must keep in mind the difference in
the environment. Failure to remember this
fact generates misconceptions and fallacies
which do not help in improving productivity.
I hope many industrial engineers are aware of
this situation though very few will accept it.
I appeal to such industrial engineers to give a
thought in this area. There is a lot to be done
and we have not even started,

Executive Time : A Key Resource

The conviction that time-—not money—is a company’s most critical resource
will soon be sweeping through executive offices. When a decision on capital budg-
eting, managerial promotions, and new organizational structures is made, akey
question is going to be: “How much executive time will it take or save?” Curtis
H. Jones of the Harvard Business Schoal says that companies, which already have
engineering departments to save time and money in the production process, ought
to set up similar task forces for duty in the executive suite. Operations research
and other specialists would concentrate on ways 10 conserve executive time. Until
that day rolis around, the executive will be pressed to ration the valuable resource
of time and allocate it well. Some contend that computerized simulation models
haven't always worked out in practice because most models fail to recognise that
time is the scarcest resource. But measurement of the money value of time is diffi-
cult. There seems to be no convenient discounting process based on an interest
rate such as capital budgeters use to compute the “time value of money” and rank
potential investments in terms of their “'discounted cash flow''. Executive salary
is a poor measure of the value of an officer’s time, and more sophisticated ideas —
for example, opportunity or marginal costs present even more problems. Who
now can measure, for instance, the benefit to the company of one more hour of an
executive's time? One potential breakthrough: Experiments in ‘*human resource
accounting’” that attempts to translate a company’s investments in managerial talent
into dollars-and-cents asset items on the corporate balance sheset.

— Business Week



Productivity Movement and
Management Responsibility

R. Madhavan*

If productivity movement is to acquire the character of a mass movement, it is necessary that the
concept is filtered down to workers. They should know what is productivity as also what implica-
tions it has for them. Not only this, workers should also participate in any scheme to raise produc-

tivity.

No dcubt, the management in many cases would face workers® resistance to change their

traditional ways but it is here where lies the ingenuity of the management to persuade workers to

give a willing acceptance for implementing productivity techniques.

This can be done only when

workers are convinced that the change would also bring betterment of their lot.

HE increasing importance of infusing pro-

ductivity consciousness amongst the vast in-
dustrial population of our country needs no
iteration. The ocean of labour force, super-
visory teams and managerial multitude have
to bz necessarily brought into the chain of pro-
ductivity movement. This mammoth task has
to be overcoms at three distinct stages :

(i) Introducing and educating the concept of
productivity movement.

(ii) Effective implementation of producti-
vity process at all levels of the industrial
sphere.

(i) - Maintenance and progress of pro-

ductivity achievements,

It is rather heartening to note that the con-
cept of productivity movement which emerged
in the Indian Industrial scene, not long ago,
has caught the attention of a vast majority of
progressive as well as orthodox industrial in-
stitutions, No doubt, efforts to improve the

*Asst. Manager, Salem Magnpesite Pvt, Ltd., Salem

productivity is a basic instinct in any industrial
entreprencur. As such to bring the elite of
the enireprencur class into the productivity
movement is not a difficult task. However the
task becomes increasingly difficult in the case
of the middle and bottom cadres of the industrial
population and most difficult when it comes to
the level of worker.

The factors which have been responsible for
ot so smooth an introduction of productivity
movement at the lower levels can be classified
as follows

(i) Haphazard and unplanned agproach by
which the concept was aitempted to be
thrust on them.

(i) lgnorance about the concept of produc-
tivity and lack of opportunity to get
colightened on the wvarious positive
aspects of the productivity movement.

Sense of insecurity owing to preconcei-
ved ideas that they may be robbed of
their employment opportunity or the

(1i1)
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may have to overwork if they give room
for any productivity technique to be
implemented.

Tailor-made Techniques

It is a common experience that most of
the managements while introducing productivity
techniques in their organisation, have been
rather hasty in trying to thrust them without
giving full consideration for the peculiarities
chat are involved in their organisation. Though
the concept of productivity is universal, it has
necessarily to be moulded to a proper shape to
meet the individual requirements. It is rather
easy and equally vague to conduct general
discussions and seminars on productivity, but
it is not that simple task when one has to imple-
ment it at his plant. Hence, it is very essential
that one gives full and detailed consideration
of all the factors which he has to face before
even a pilot attempt is made to introduce the
concept of productivity anywhere. A Wrong
introduction will have far-reaching consequences
in any future attempt to rectify the state of
affairs. We should fully bear in mind that in
this particular task of introducing the subject
of productivity, it Is very true that the first
impression always happens to be the lasting
impression.

A careful classification of the personnel
and the labour force to whom one desires to
introduce the concept of productivity has to be
first made. A fool-proof design of the manner
in which the introduction has to be made at
each level must be laid down. Factors which
may give rise to sharp reaction or even refusal
should bz comnletely avoided in the preliminary
stage of introduction. Such things can always
be brought into the picture when one has
received the subject pleasantly and is ready to
learn more.
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Resistance to Change

It is human to resist any change from the
normal habitual way of working. Any concept
of productivity, aimed at any level. will neces-
sarily envisage certain rational changes to
improve the existing state of affairs. But
one cannot expect that majority of people
would willingly accept any proposal that might
force a change from normal habitual way of
doing things. Unpless one is basically con-
vinced that the change is for the better not only
from the organisation’s point of view but from
his own personal angle.it is impossible to expect
him to extend his co-operation. Therefore
only if the concept has been properly introduced
to the person and sufficient confidence has been
infused in him regarding the advantages of the
proposed changes, we can expect him to join
the band of productivity movement. This is
universally true irrespective of the category to
which the individual belongs. This alone can
remove the psychological barriers from the
way of productivity movement.

Disseminate Knowledge

It is true that there has been a positive
awakening in the higher-ups to the promises
that higher productivity holds for them. But
the question arises whether this awakening
will in itself be enough to achieve the goal
There is a vast treasure of knowledge available
to those who have sufficient opportunities for
participating in various gatherings and meeting
men from various sections of industrial society,
which in turn makes them totally submit them-
selves to the chain of productivity movement in
our country. But unfortunately, the knowledge
and experience gained by the fortunate ones
do not at all get disseminated to those who are
low in the ladder. In my opinion it is a great
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disservice if one fails to pass the knowledge,
he gained, to his subordinates.

Though there is bound to be difference in
the magnitude of opportunities at various
levels, it can to a certain extent be ironed out
if one takes it as his prime responsibility
to disseminate his knowledge and experience to
the people around him. 1t will be extremely
effective if the seminars and such other gather-
ings planned and conducted by various national
agencies dedicated to the cause of productivity
movement are so designed as to provide ample
opportunities to various cadres of the industrial
population to pet themselves involved and bene-
fitted.

Dispel Misconceptions

Unfortunately, an extremely wrong notion
of productivity movement has been impressed
in the minds of a vast majority of industrial
population in our country. The very concept
of productivity study in a factory necessarily
means to an average worker as a prelude
to make him overwork and/or retrenchment
of some of the existing workers. Who is to
be blamed for such a situation? The answer
is that we should blame ourselves, for this has
been a direct resultant of haphazard planning

PRODUCTIVITY MOVEMENT AND MANAGEMENT

and implementation of productivityprogrammes,
Determined efforts to demonstrate that produc-
tivity programmes will positively bring benefit
not only to the organisation but to the indivi-
duals also, have to be made. Small and
manageable projects can be taken up as pilot
projects to pinpoint to the worker the pro-
fitability of improved productivity, Since little
drops of water make the mighty ocean, such
small successful attempts repeated over a
number of times in every organisation, will
serve as a powerful tool in establishing and
gaining a healthy confidence in the minds of
our not-too-sophisticated industrial workers
towards productivity movement,

If, as a country, we have to march forward
setting a strong foot towards a prosperous
future, nothing else other than proper education
of our industrial population to enabie them to
join in the gigantic task of raising productivity
will help. We should not lose any time in
assuming this vital responsibility of propagating
the concept of productivity in a planned and
purposeful manner. If only managements
engage themselves in this mammoth nationai
programme with a firm conviction and determi-
nation, it is certain that we are going to lead in
the list of countries where higher productivity
is a proud achievement. ®




Productivity and Trade Union
Movement

AN, Buch*

In the present context of Indian situation, trade unions cannot afford to have a negative approach
towards preduction and productivity. 'While right to strike must be regarded as the undeniable right
of workers, WILL to produce more and more must be considered as the high road to prosperity and
socialjustice. Tt must be frankly admitted that neither al trade unions nor all government policies

have this necessary “Will".

One has, therefore, to discriminate between® negative trade unionism®

and *positive trade unionism’ as also between good government policies and bad government policies.
The reward for positive trade unjonisin should not be its neglect but due recognition, pleads the
author. The cause of productivity would beserved much more effectively if all—trade unions, em-
ployers and government and political parties—understand and have conviction that “‘nation isbigger

than ideology”™’, maintains the author.

RADE unions and workers are positive
agents of production and human welfgre.
The organiscd workers under the trade union
movement are required to undertake multi-
farious activities that will lead to the welfare
of working class in particular and society in
general, Welfare of community cannot be
achieved unless every citizen is extended job,
he or she is educated to perform their job res-
ponsibly and create a sense of involvement in
the duties they perform. Some of the trade
unions entertain feeling that managements are
not extending economic and social justice to
working class and therefore it is not possible
for them to cooperate management in the pro-
cess of production and productivity. It may
be true to a larger extent, however trade unions
in a democratic sct up of a country cannot
afford to have such a negative approach.

Immense Benefit to Working Class
Within last 25 years of our freedom number

sPresident, National Labour Organisation,

of labour legislations conferring right and
responsibility on both the managements and
workers have been enacted. These legislations
are likely to be imperfect or necd additions
and alterations but till amendments to the
liking of labour movement is achieved, trade
unions cannot and should mnot behave like
warring groups and confrontation camps.
Trade unions canc ertainly be proud of their
achievement on legislative fronts and these
measures have received wider and sympathetic
supportof public opinion of the country. Some
of the legislative measures like Employees’
Provident Fund and Gratuity Law, have done
immense benefit to the working class. Such
benefits extending a widest coverage to emplo-
yees both organised and unorganised can
never be achieved by trade unions and Central
organisation of labour howsoever they are
powerful. Such legislations cannot survive,
unless it is supported by continuous stream of
productivity.
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Ethics of Socialism

Trade nnions, anxiousto seek justice for wor-
kers, should also modernise their weapons for
confrontation with the management. Right to
strike is considered to be a most valuable right
but right to work has a greater value in 2
country which has accepted creed of pervading
socizlism through democratic process. Demo-
cracy in any organisation cannot survive if
high-handedness at any level of State or the
people is allowed to grow. This is even true
for the growth of Industrial democracy. It
is essential to nourish the plant of sociclism
through observance of socialist ethics, educa-
tion and morality. At times some trade unions
having their staunch views on socialism are
working centrary to the ethics of socialism.
There may nct be everything safe and sound
under public sector management but to an
extent, behaviour of some trade unicns have
playsd a role to tun down public sector and
nationalisation. I trade union authority imi-
tate the same bchaviour of high-handedness,
self-centredness and sclfishness of management
inits own look, there is no scope for the success
of the public or the nationalised sector.

Arbitration—Voluntary or Compulsory

Production and productivity can only be
enhanced if creative energy, mental peace,
fearlessness sense of participation, open-mind-
ness, mutual respect, and telerance to cther’s
views can be accepted as guideline by both the
mansgenent and trade unions. Some of the
grievances are aggravated due to tempera-
mental disability, dislike to understand each
other and suspiciousness which in turn encour-
ages industrial dissensions. This can only be
remedied through arbitration, voluntary or
compulsory so that the country will not be
required to pay heavy cost arising out of work

PRODUCTIVITY AND TRADE UNION MOVEMENT

stoppages. Trade unions or managements culti-
vating the atmosphere of frustration in working
class retards the growth of productivity. It
is futile to believe that trade unions and mana-
gements alone possess the monopoly of wisdom,
foresight, reasonableness, progressiveness, ratio-
nality and only their plans and programmes
can bring economic and social balance. State
can certainly play a decisive, effective and
positive role to eliminate economic and social
imbalance. The leadership at Government level
should be bold but impartial, There are two
types of leadership, one that builds the worker
from below, the other builds the top floor
without any base. The first type of leadership
brings in responsibility while the latter nouri-
shes mobocracy.

Who Can Operate Vehicle of Productivity ?

When one enters into the area of Govern-
ment and its leaders and their duty to the nation
various ideological  questions crop up. If
leadership 2t Government level uses the State
power to fan up the dissensions and strikes
obvicusly the dream of higher productivity
cannot be realised. If Trade Unions adding
to the mandays lost are sympathetically treated
and are extended prize posts of Government
machinery and those who work incessantly
for growth of productivity and industria) peace
are termed as non popular and reactionary, the
latter type of leadership is not at all worried,
but those who have no faith in the productivity
movement cannet operate the vchicle of
productivity while sitting in Government post
and positions, The leadership at Government
level in their enthusiasm and, at times, crazy
to fight out the capitalism necd not divert its
warring energy towards trade unions opposing
such negative ideology. There are honest and
welfare-oriented  labour leadership in the
country and its continuous neglect will not
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add to the strength of party trade unions.

Continuity of Industrial Unrest

The orbit of arbitration, adjudication, settle-
ment of industrial disputes in recent years
has moved from tribunals to those who are
leaders of Government. If they can success-
fully attend this business no one will have any
objection to their taking decisions. Howcver
it is feared that those who are in leadership
will not be able to dischargs this duty and
patch-up and opportunistic decision will lead
to continuity of industrial unrest. Again, deci-
sion taken by such leaders are likely to be pres
sure-oriented and at times, even outside the
orbit of the labour legislations. It happens that
fight against capitalism may not necessarily
be a fight for the welfare of workers. Some of
the Government leaders do not enter labour
field to do good to poor. Their aim is to find
out which of the management are useful to
them in conducting their leadership pelicies
and programmes. Such a tendency has given
birth to unscrupulous leadership in the trade
union field and their obstruction to  productivity
can never be corrected by the combined stren-
gth of Central organisations of labour in the
country. Such a scene can be visualised from
from north to south and east to west, which has
brought bad name to the trade union movement.
If the experience of last two years of inter-
ference by State leaders in labour disputes
has brought in good results and lead to improve-
ment in national economy, by all means it
should be multiplied to achieve triple growth.
If the result is contrary, and it is, the policy
should be forsaken.

Small Side of Socialism

To bring down those who are high-ups
in power and position may be one small side of
the socialism but this cannot be created if
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persons of smaller means and energy are not
taken to higher goal. Industrial workers’ big-
gest contribution to sccialism and democracy
is production and productivity and those who
stand for socialism and democracy should
not bring down the very ideas which are only
cure to evils of present day cconomy. Dis-
cipline at every stage of lifcis an absolute nust
and attempts should be continued by trade
unions to cultivate the same in rheir own field.
A conscious, loyal to the nation and disci-
plined working class can prove a better check on
erring managements. Trade unions have to
bring cut managements from cess pool of
stagnation and corruption, exposc its extra-
vagance and bureaucratic attitude in organi-
sing production and distribution.

Managements, quoting productivity con-
sciousness of American and Japanese workers
forget about their own responsibility in the
field of production. Pattern of management in
a democratic State must necessarily change.
Its performance should be judged from quality
and quantity of production, workers” wages
and working condition rather than how dirty
part some of the management play in obstruct-
mg genuine trade unions and dividing the
workers for their own selfish ends. Wage
rise, profit rise and rise in the priccs of the
product cannot be said to be a socialist ap-
proach. On the other hand, wage rise accom-
panied by lower cost of products and decrease
in the profits are decisive steps to socialism
and as such workers will be justified to oppose
productivity movement if it2ims at increasing
the profits, enhancing the tax return and adds
to inconvenience and denies the sharing bet-
ween consumers and workers.

Act as a Trustce

The thesis of trusteeship may not be relished
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by all but managements. Government and
trade unions can certainly actas trustee of the
society without naming it. Trusteeship is
different from pattermalism that prevails in
the country in all the organisations including
political parties. It is not necessary to call
out a striketo setright a management. No
doubt it is easy to call out a strike but always
difficult to manage. Again, strike by unions
having ito backing of political party lose the
battle and strengthens power of onslaught of
management on trade unions and workers.
This also leads to the subject of relationship
of trade unions with political parties. This
s a subject by itself but suffice it to say
at this stage that whatever may be the relation-
ship. it should not retard economic growth
and national discipline. Managements in the
country have almost lost its moral to confront
trade unions. If trade unions at the shop level
takes little more interest in augmenting produe-
tivity, management, whatever it be but tempera-
mentally selfish and greedy to carn higher re-
sults, are most likely to tolerate the interven-
tion of trade unions.

PRODUCTIVITY AND TRADE UNION MOVEMENT

Nation is Bigger than Idcology

The nation is bigger than idecology. The
nation and Government in power are two
different things. Whatever be the party in
power and what ever be its tyrrany towards
trade unions which do not belong to their
party, genuine trade unions working fer the
welfare of workers and community at large
should lead the movement of production and
productivity unless power shortage, material
shortage, mismanagement gallors cf strikes
from one to another industry makes 1t difficult
for them te accelerate the pace of productivity
at all stages, Trade unions consciously taking
part in productivity movement, posscssing
technical knowhow and drawbacks of pro-
ductivity are bound to have their voice in
distributive side of the national economy
and none including Gevernment will dare to
confront such trade unions possessing positive
outlook and constructive approach. Any
power, creating confrontation to such a trade
union movement, will invite its own exit and
this will further create scope for trade unions
to manage such industries for the good of the
nation. ®

Lasers May Help Combat Pollution

Laser technology is helping scientists solve one of industry’'s oldest problems—factory chimney

smoke.

A mobile unit has baen developed by Laser Associates Ltd. in Britain which can ‘‘measure’

polluted air and may cne day be used to police heavy industrial areas te enforce lagis'ation.

The system acts rather. like radar, using a powerfut beam of light
measuring light scattered back from vapcur and smoke over a factory chimney.

signal indicates the amount of poliution.

instead of radio waves,

The strength of the

—British Information
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On Measuring Labour Productivity

Federalis¢*

Theoretically productivity of various factors of production can be measered by obtaining simple
output-ioput ratios. But these ratios have a meaning only if both numerator and denominator, i.e.
output and input can be clearly defined and isolated. In practice, however, it can not happen. Various
factors affecting productivity are so interlinked that it is difficult to say whether increased producti-
vityistheresult of purely technological advancement, organisational changes or betier skilland effort
of the workmen. Asa matter of fact, increase in productivity may be the result of judicions combj~
nation of all factors of production. In some quarters, however, partial productivity measures like
labour produciivity are taken to be regarded asthe absolute measures of productivity of given
inputs. In this article some of these misconceptions are exposed for the benefit of those who
are concerned with the measurement of productivity.

N economic activity is said to be productive

if it replaces the value of the inputsit uses

by output having a larger value. The producti-

vity of an input is its ability to lend itseif to such

replacement by a larger value, Labour producti-

vity is the ability oflabour to make to outputa

larger contribution of value than the value of
labour itself.

A worker producing eleven units a day would
appear prima facie to be more productive than
his colleague in the same factory making ten
units daily. But this would be true only on the
assumption that the wages of the two are equal.
If the first worker’s wages are more than ten per
cent higher than those of the second worker, the
latter would clearly be more productive in spite
of the first one’s ten per cent higher output, The
customary output-per-worker measure of labour
productivity assumes equality of wages.

There can be ne valid comparisons of pro-
ductivity between workers working with different
types of capital equipment and raw materials, It
is pointless to insist that a weaver produces more
clothon anautomatic loom than onthe ordinary
powerlooin, or that a spinner spins better yarn
with long-staple cotton than with the short-staple
variety. The customary output-per-worker
measure of labour productivity assumes simi-
larity of equipment and materials and working
conditions in general between workers whose
productivity is sought to be compared,

A worker turning out the same number of
units every day may be found to have made a
larger or a smaller contribution to the value of
output depending on the rise or fall in the price
of the output. Even withthe price ofthe output
being constant, his contribution to the value of
output would be more or less if his wages fall or
rise in the period under consideration, His
ability “to make to output a larger contribu-




246

tion of value than the value of labour itself”
depends thus ontheprice of output as also the
price of labour. The customary output-per-
worker measure of labour productivity assumes
constant prices for both inputs and the outputs.

The oufput per worker is a simple ratio
between output and the number of workers
employed in the course of its production. It
neither means that the value of the entire cutput
is attributable to labour alone, nor can itindicate
how much of the value could be attributed to
labour. [Its utility is purely comparative, to
show whether one worker is more productive
than another. In another words, the customary
output per-worker measure of labour producti-
vity is only an ordinal, and not a cardinal,
measure.

Having regard to the assumptions underlying
it, the customary output-per-worker ratio can be
a valid measure for comparing productivity only
of workers similarly placed in the same factory,
and that too only for a short period. The
assumptions do not hold good in the long run
even in respect of one and the same worker,
let alone for comparisons between different
workers.

Value Added

The ratio, “value added” per worker, is
often preferred to the output-per-worker ratio in
measuring labour productivity. The term “value
added” or “value added by manufacture”
connotes “the contributions made by an enter-
prise or industry over and above the value of the
materials and services it purchases.”’* What-
ever be the other advantages of using the value-
added-per-worker ratio, it must be noted that it

* Measuring Labour Productivity (Geneva: Inter-

national Labour Office, 1969), page 35.
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is equally subject to all the assumptions men-
tioned above in regard to the output-per-
worker measure of labour productivity,

The Annual Survey of Industries (ASI)
defines the term value added as, “the part of the
value of the products which is created in the
factory and is computed by deducting from the
gross ex-factory value of output, the gross value
of input”, the term input being defined to include
the value of materials and fuels consumed and
amount paid to other concerns for work done
for the factory, and depreciation, etc. Since the
ex-factory value of cutput, which is generally
arrived at by adding to the cost of inputs pur-
chased (i) the wages paid to workers, (ii) the
expected return to capital, and (iii) the expected
return to management, is bound to be realised
in the scarcity conditions obtaining in the
country, it stands to reason that the ASI
concept of value added represents the sum of
these three items,

The National Commission on Labour** as
well as others have relied upon the ASI statistics
of value added per worker to conclude that
labour productivity has shown a rising trend
during the last few vears. It is, indeed, very
strange that a rise in the value added per worker
should have been taken as evidence of a rise in
labour productivity, when the value added per
worker might well have gone up simply because
of an increase in wages, Itiseven more strange
that such a rise in the value added per worker
should be further made 2 ground for justifying
still higher wages !

This may be countered by the argument that

the value added per worker has risen, not so.
much because of a rise in wages, but because of a

**Report, p. 224
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| rise in the return to capital and management,

. comes a ratio of value added to wages.

But such an argument, if accepted as true, only
raises the question whether the larger return to
capital has been necessitated by the larger input
of capital.

Let us look at the ratio of value added per
worker from another angle. As already seen,
' this ratio assumes equality of wages. The
assumption can be removed, and it is necessary
to remove it in dealing with aggregate or time-
series, data, by weighting the workers covered
by the ratio with their respective wages. When
this is done, the ratio has to be worked out with
value added in the numerator and the total
wage bill (instead of merely the number of
workers) in the denominator. That is, it be-
A rise
in this ratio will mean a fall in the reciprocal
ratio of wages to value added. If this ratio
is considered indicative of labour productivity,
then a rise in labour productivity results in a fall
in the workers’ share in the total value added,
and viee versa. To expect, therefore, that higher
labour productivity should be accompanied by a
larger share of wages in the value added would
amount to expecting the impossible.

A curious innovation conventionally made
in the value-added-per-worker ratio is to take
value added at constant prices by deflating the
value added with the appropriate price index:
this is claimed to reveal the real changes in labour
productivity. It isnot clear what is real about
this imaginary value added at constant prices.
In a monetized economy, changing prices are the
reality, and it is out of the total value added
under these prices that labour, capital and
management have to be remunerated.

Boththe concept of labour productivity and
the value-added-per-worker ratio supposed to
measure it have been much abused by persons

FEDERALIST
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ignorant or forgetful of the assumptions ynder-
lying them. The oulput-per-worker and the
value-added-per-worker ratios can be considered
valid indicators of labour productivity for cer-
tain purposes only for a short period in respect
of similurly placed workers in th> same factory.

Attempts to measure changes in the produc-
tivity of a single factor like labour over a long
period are based on a misconception of the
production process. An entrepreneur, before
taking a decision te produce and sell any parti-
cular product, makes an assessment of the total
costs of production and the revenues expected
at different product prices and different scales
of production. If the expected returns on
that product are found relatively attractive as
compared to those on other products, he then
decides to produce that product on a certain
scale in the hope of selling that much quantity
at a particular price, The scale of production
determines the technology to be used, which in
turn determines how much of €ach factor like
labour, fixed capital, raw material, power, etc.
should be employed to turn out the desired
volume of output. Let the productivity of
lzbour, at this scale of production, be X. If
after some time the entrepreneur comes to expect
a higher return with a larger scale of production,
he will expand output and buy more of labour,
machinery, power, etc. in the appropriate quanti-
ties. The productivity of labour at this higher
scale may be more or less than X. Some time
later again, if the entrepeneur expects a large
decline in the return on that product, he may
reduce the scale of production, in which case
labour productivty would change again, If the
return on output were to decline further, he may
close down altogether and transfer his resources
to another line of production, in which case the
productivity of labour employed on the carlier
product and now idle, would vanish into thin
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air. The point to note is that in all his cal-
culations, the entrepreneur is concerned with the
total revenues and the total costs of production,
and not with the productivity of this or that
individual factor of production, Inother words,
labour productivty is not an independent entity,
but is merely the by-product of economic deci-
sions taken on entirely different considera-
tions,

Productivity comparisons over a long period,
therefore, if they must be made at all, should be
made on the basis of the total output-input

MEASURING LABOUR PRODUCTIVITY

ratios, and not the output-labour ratios alene.

Lastly it is necessary to beware of the vague
but nevertheless evocative words like the national
level of productivity and the productivity of
Indian labour and so on. Labour, like every
other factor. has to be either productive or not
so primarily to its actual user, the undertaking,
and to none else. If a worker is productive to
his undertaking, then what his productivity
amounts to at national or any other level does
not matter. If heis not, then ten angels swearing
he is productive at some other level will not help
him to retain his job. (]

Social Background of Students Emphasised

The 1.Q. of a child is only one of the factors which affects performance at school, says a
recent United Nations Educational, Scientific and Cultural Qrganization (UNESCO) report which

identifies other major

influences on educational

performance inciuding denrived social

backgrounds, poor food and health and the general effects of poverty.

The report, considered by the 33id International

Conference on Education at Geneva

is based on answers to a questionnaire sent out to UNESCQ’'s 125 member states,

Commenting on the replies, the report concludes that the principle of democratization
of education remains “merely a theoretical one™ and although thers have been many reforms
they have not generally provided equality of educational opportunity.

The answers confirm that factors as decisive as |, Q.

range from the occupation of the

father in the family, how much he earns and how regularly he works, to whether they live in
a town or hamlet and the level of economic and social development in the country in which

they live,

The report advocates educational reforms to offset the effect of the background
of a student including “compensatory”” education at all levels of the education system. It
calls for “new strategies” to win the battle against inequality with communities, families and
school forming a “*‘common front”, and adds that the situation cannot possibly be changed

by traditional teaching methods.

—UNCES! Note



Size, Technology and Productivity
in Cement Industry in India

B. C. Me¢hta*
& G. M. K. Madnani*

Based on the data of twelve companiest consisting of some twenty-eight units, the present
study attempts to test the validity of the hypothesis that betier technology and economies of scale
have a significant positive correlation be¢ween them and the level of productivity. The analysis of
data reveals that size and technology are negatively associated, i.e. small-sized units use improv-

ed and better technology.
are more capital-

N this paper an attempt has been made to

examine the effects of size and tech-

nological developments on Productivity in the
Cement industry in India.

The Hypothesis

(a) Size and Technology : On a priori 1ca-
soning it should be expected that as
the size of the firm increases, improved
and better technology can be adopted.
Also firms with better technology would
tend to grow faster. Thus size and
technology may be cxpected 1o show
positive correlation.

Size and Productivity : It is gencrally
held that because of cconomics of Scale
Jarger units show higher Labour and

(b)

*Research Fellows, Depariment of Economics, Rajas-
than University, Jaipur,
+All the companies were tequesied 1o supply infor-
mation about their average daily cmployment (excluding
quatry workers and persons employed other than where
the factory is situated) during the years 1965-1968. This
average number was multiplied by 330 or by the number
of working daysin the year of the corresponding
company 1o arrive at the total factory employment. The
* total number of manhours was calculated by multiply-

ing the above total employment by 8.

On the other band, there is ample evidence that the plants which
intensive and more mechanised have also higher levels of productivity.

Capital Productivity. A significant posi-
tive correlation should, therefore, be
expected between size and productivity.
Technology and Productivity : The pur-
posc of technological development is to
raise productivity, hence on « priori
basis, there ought to be positive cor-
relation between technology and pro-
ductivity.

(c)

The Approach and Method
This study is based on the returns furnished
by the 12 Companies controlling 28 Units, in
reply to questionnaries sent to all companies
operating in the Cement industry. Daia from
remaining have not been reccived so far, des-
pite several requests, All the same, since the
total installed capacity and production of these
companies together contribute 3th of the total
installed capacity and production of the indus-
try as a whole, the results arrived at in this
study may be considered as broadly representa-
tive of the industry.

The precise connotation of the terms used
in this study, is as follows:

Size :  Size of the plant can be represented
either by installed capacity or by the number
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of workers employed. But as the Table No. !
shows that thec rate of capacity utilisation in
each plant varies from its actual capacity from
year to year, we have, therefore taken the total
factory employment as the indicator of the size
of the plant.

Technology : Two alternative measures of
technology have been used (a) Degree of mecha-
nisation, which has been measured by power
consumption per manhour and (b) Capital in-
tensity. It has been observed that some units
in the industry have installed better mechanical
devices at different stages of production, special-
ly for handling raw material (limestone) and
the intermediate products (slurry and clinker).
In Indian situation, and specially in Indian
cement industry installation of better mechani-
cal devices require more power and as such
power consumption per manhour also increases.
Hencs this has been used 1o measure mechani-
sation and technological developments,

Alternatively, technological development
and the consequent mechanisation would re-
quire fresh capital investments. Therefore,
eapital intensity (capital-labour ratio)} can also

SIZE, TECHNOLOGY AND PRODUCTIVITY IN CEMENT

be used to measure technology.

Productivity: Four productivity measures
have been used in this study: (a) Net value
added (NVA) per unit of capital; (b} Surplus
per unit of capital; (c) NVA per unit of labour
and (d) Surplus per unit of labour. Capital
refers to total capital fixed and variable, emp-
loyed for production purposes. Labour stands
for total manhours put in by workersin a year.
The surplus is defined te cover residual of value
added after wages are deducted.

Analysis:  We have conducted the analysis
to calculate the coefficients of rank correlation
and test their significance between: (1) Size and
Technology, (IT) Size and various measures of
productivity, (I1I) Mechanisation (Kwh per
manhour) and productivity and (IV) Techno-
logy (Capital intensity) and productivity,

The hypothesis on the previous page is tested
on the basis of the results of this ana'ysis.

The Results: (1) Size and Technology:
Table-1 gives coefficients of rank correlation
between size measured by employment and
technology measured by capital intensity.

Values of Rank Correlation Coefficients between Size and Technology

Table 1
Years When Technology measured 1 terms of When Technology measuied in terms of
total capital per cmployee. fixed capital per employee at constant
prices (see footnote of Table-6),

1965 —.80 —38l
1966 —.717 —.73
1967 =70 -—.70
1968 —.62 —.55
1969 —.69 —.79

{Note :

The above table shows that the size of the
plants is negatively correlated with the capital

All the values except —.55 are significant at 59; level)

intensity in the plant. In other words small
sized plants are more capital intensive and thus
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are more technically developed than the bigger
units. As such our first hypothesis that size
and technology generally show positive correla-
tion does not appear to be true in case of
cement industry,
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(I) Size and Productivity: Table 2 gives
the coefficicnt of rank corrclation between size
and the four measures of productivity, namely:
NVA per unit of capital and labour, and surplus
per unit of capital andlabourforthe years 1965-68

Values of Rank Correlation Coefficients between Size and Productivity-Ratios

Table 2
Productivity Ratios Values of Coef. Av. for 4 years
1965 66 67 68
(a) NVA per unit of capital +.49 440 2] —.50 -—.07
{b} Surplus per unit of ,, +.14  4.36 —.65* —.61* —.35
() NVA per unit of labour —.49  —.61* —381* —.64* —.68*
—40 —47 —T77* 55 —.72%

(d) Surplus per unit of ,,

(Note :

Column 5of table No. 3 gives the same
for the averape of 4 years. The co-efficient
for NVA per unit of capital are insigni-
ficant throughout for all the four years, in
other words size of the plant does not affect
capital productivity. Surplus per unit of capi-
tal shows uncven behaviour and fluctuates
widely, For the first two vears the coefficient
(r} is positive (though insignificant) and for the
last two years and four-year period as a whole
it is negative. For the last two vears this co-
efficient shows a significant negative relation-
ship with size. Thus contrary to general belief
bigger firms do not show higher productivity
(of capital), in fact in the last two years smalier
firms show higher surplus per unit of capital.

Values marked with Star are significant at 59 level).

Correlation coefficient for both the measures of
labour productivity: NVA and surplus per
unit of labour, is consistently negative. For
the four-year period as a whole both the co-
efficients are significant, Thus small units
contribute more production per unit of labour
employed, thercby our 2nd hypothesis that size
and productivity have positive correlation can-
not be accepted. In fact for the cement indus-
try in India, for the period under consideration,
smaller units show higher productivity.

(IlI} Mechanisation and  Productivity:
Table-4 shows that mechanisation ratic is posi-
tively correlated with productivity, specially
with labour productivity.

Values of Rank Correlation Coefficient between Mechanisation Ratio and Productivity Ratios

Table 3
Productivity Ratios Values of Coefficients Average for 4 years
e V65 | 1966 1967 1968
{a) NVA per unit of Capital +.37  +.20 +.45 . 75%* +.33
(b) Surplus per unit of Capital +.45 4-.13 4-.65% L .71% +.44
(c) NVA per unit of labour +.57  +.52 +.71*  4.76% +.65*
{d) Surplus per unit of labour +.60  +.36 +.61* 4 76* +.71*

{Note :

Values marked with Star are significant at 39 level).
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For the average of four-year period ‘r’ with
NV A per unit of labour input comes out to be
+.65 and with surplus per unit of labour +.71.
Capital productivity is not significantly associa-
ted with mechanisation ratio for the four vears
average period.  But 1’ is significant with sur-
plus per unit of capital for iast two vears 1967
and 68. With NVA per unit of capital, ‘r’ is
found significant only for one vear 1968, Our
hypothesis that greater mechanisation means
higher productivity stands vindicated, though
more strongly in the case of labour productivity

SIZE, TECHNOLOGY AND PRODUCTIVITY IN CEMENT

It can

than in case of capital productivity.
also be concluded that mechanisation has begun
to effect labour and capital productivity only
after 1966; prior to 1967 ‘r’ does not come out
to be significant.

(1V) Technology and Productivity: Adop-
tion of better iechniques when measured in
terms of capital intensity (capital per factory
worker) also shows positive correlation with
both the indicators of labour productivity as
shown in table No. 4.

Values of Rank Correlation Coeflicients between Technology and Productivity Ratios

Table 4

Productivity Ratios

Valucs of Cocfficients

Average for 4 vears

1965 1966 1967 1968
(a) NVA per unit of capital 0 +.10 4-.14 +-.29 —.17
{(b) Surplus per unit of ,, +.04 —.06 +.39 +-.40 +.51
(¢) NVA per unit of Jabour 4-.35  +4.55 +.67*  4-.65% +.65%
{d) Surplus per unit of , +.46 +.30 +.70%  4-.65* +.77%

(Note :  Values marked with *(Star) are

The positive values of *r° with the two
indicators of capital productivity is not found
significant at 2.5% level of significance for onc
taifed test. Thus technological development
increases productivity via increase in labour
productivity rather directly by affecting pro-
ductivity of ¢apital employed.

Labour Efficiency, Mechanisation and Capital
Intensity

Though the period of 4 vears 15 too short

significant at 59; level}).

to have a time series analysis, vet some pattern
can be seen in movement of the indices and
ratios considered here over the period 1965-68.

On putting the indices of labour efficiency
(as measured by output per marday) against
the indices of units of power consumption per
manday and capital intensity, Table No. 5 shows
that in 1966 and 1968 the labour productivity
index was 169, above the 1965 level. Against
this, mechanisation ratio was 52 and 56 per-
cent above the 1965 level.

+

-
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Indices of Labour Efficiency, Mechanisation and Capital Intensity

Table 5
Labour Efficiency Mechanisation C,‘gga‘;m’;d) intensityt at
Year Output per KWH per e s
manday Index ‘ manday ' Index fgefo faplfiilll p‘; : Index
oy | | (KWHr plogee Fopesst |
1965 0.758% 100 67.85* 100 16,906* 100
1966 0.913 116 103.46 152 18,168 107
1967 0.871 110 101.26 149 20,080 119
1968 0.913 116 106.13 156 23,683 140

tFixed capital has been deflated by Investment Cost
pared by Shri T. R. Talwar (Sixth Indian Conference on

Index for Indian Economy 1951-52 to 1967-68 pre-
Research in N. [, Bangalore, 3-5th May 1968). Index

for year 1961-62 has been treated as the index for 1961. Due to non-availability of index for 1968, cost-index
for that year has been assumed to be the same as that of the year 1967.

*Refers to 11 Companies only.

During 1967 productivity index declined by
6 points us also the mechanisation index by 3
points. On the other hand fixed capital inten-
sity has shown steady increase. Whereas the
mechanisation index has shown a sharp 1n-
crease in 1966, lixed capital per cployee in-
creased sharply in 1968 when the lull in indus-
trial activity due to recession was broken and
larger additions of new capacity were made.
Hence over the 4-vear period there has been
complete correspondence between labour pro-
ductivity, mechanisation ratio and capital inten-
sity, all the same it is also clear that labour
productivity is not rising as fast as the mecha-
nisation ratio and capital intensity.

Conclusion

The above analysis reveals that size and
technology are negatively associated; in other
words small sized units use improved and
better technology. Also the plants which are

more capital intensive and more mechanised
show higher productivity. Thus the labour
efficiency of the units operating in cement in-
dustry is commensurate with the extent of
adoption of better technology and mechanisa-
tion.

Incidently, the higher rank correlation co-
cfficient between capital intensity and surplus-
labour ratio, and also between mechanisation
and surplus-labour ratjo reveals that the main
effect of mechanisation and technological deve-
lopment s to extract more surplus value from
the workers, This, 10 some extent, also means
that the wages may be lagging behind producti-
vity increases. Nevertheless deeper studies need
to be conducted at micro-level for each unit
using larger time-scrics data so that problems
arising due to different processes, age of the
plants, grade of coal and raw material used,
and even the product-mix (in case of certain
units) may be taken into account. ]



Cybernetic Management Systems
in the Japanese Steel Industry

Dr. B. Hartmann*

For utilizing the benefits of computerisation to the fullest possible extent FDP systems have to
be developed into more and more sophisticated. The last goal on this way is a cybernerical
system which enables an entire production cycle from raw material’s entry to product exit. This
last stage of complete automation is characterized by unmanned plant operation in the production
and also in the administration areas. There are two prerequisites which must be realized: feasi-
bility and economy. If is a must for a system ta be feasible as well as economical. Considering,
the present computer technology and experience, cybernetical systems in the full theoretical sense
are neither feasible nor economical in most of the cases. But they can be realized in the practical
sense of the word and further more, they are being used already in some cases. The present case is

a typical example.

HE development of EDP systems in the
Japanese steel industry represents a re-
markable milestone towards the target of almost
fully unmanned operations. FEven intellectual
routine work in all administration functions is
handled almost automatically. The significant
ideas are two fields of job activities which are
usually operating separately and the linkage of
these two fieids.

Procass control computers are connected
with the production control systems which are
also connected with the administration EDP
systems. In this case administration refers
to all kinds of business work from routine on
the bottom to certain types of creative planning
and decision making in the management level.

Theoretical Foundation

For visualizing the target of total business
systems some theoretical foundations may be

*Professor, Technical University, Berlin.

helpful which come out from experjence. By
the way in this field science and scientific re-
search work can’t help very much and also
couldn’t be useful in the case of my presenta-
tion. Theory in this respect means to build
up a scheme of generalized results derived from
practical experience.

For designing a highly elaborated EDP
system there are two possible concepts. The
one follows the latest advances intechnology
which means proceeding the integration of all
EDP activities in the firm step by step. The
second way is originated in the idea of the last
step of future systems elaboration, itis an abs-
tract of anideal system, not considering the pre-
sent stage of computer technology and economy.
The ideal model has to be transformed to
present reality concerning technological, eco-
nomical and organizational aspects of the
computer and the goals and requirements of
the firm. The first way is going forward start-
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The system has to be constructed by sub-
systems, e.g.,, for production planning, pur-
chasing, inventory control, selling. The sub-
systems may be designed simultaneously by
several anulysis groups.  In the first stage sub-
systems are working separately which is a nust
for testing them, although they are conceived
for the linking to a rotal system. The concept
of subsystems and the connecting them to-
gether in a bilateral and multilatera] way is
prescribed by expericnce.

Fig. 2 demonstrates the working of
the system as to organization structure and
feedback principle. Information requirements
have to be fulfilled for planning of management
(first stage) and also for operating in the work-
shops (third stage). The second stage re-
presents the administration functions of plann-
ing and controlling by EDP processing.  The
fat printed arrows indicate the automatic feed-
back system for controlling and adjusting
the operations in the fields of purchasing, pro-
duction and selling.

The planning field is restricted to the runn-
ing production progranume not comprising stra-
tegic decisions like incorporation of other firms
or changing the long-range goals of the firm.

Individualized System Modelling

Prerequisites :  Concerning EDP systems
requirements the situation for setting up a
cybernetic system is characterised by three
items;

1. Technology of the production area
A cybernetic system affords most mo-
dern automatic equipment, for instance
a workshop with an extension up to
5,000 feet long (for heavy plates and
sheet). Process computers are a nust
for all machine operations,

CYBERNETIC MANAGEMENT SYSTEMS

2. Situation in the purchasing and
selling market

Any neckshole in purchasing of mate-
rial should be avoided. On the selling
market there are two types for steel-
makers which are oriented to order or to
market. For coping with the always
changing selling marker the system is
more complex, of course. This type
of selling market is true for steel pro-
duction and also for the case of this
presentation.

3. The internal organization of the firm
Mostly it is more difficult to change an
old system into a modern one and to
erase reminiscences. In this case brand
new production equipment had been
built up within the last few years and
induced a most modern EDP organi-
zation,

As to the production type there are two
kinds which are different in EDP techniques:

1. Mass production of great series of a
restricted number of products. This
category is usual for the anonymous
market, but mostly not for steel produc-
tion.

2. Production in small series of a great
variety of products. Steelmakers be-
long to this type unfortunately as to the
demands of complex EDP organiza-
tion. The variety of products is due to
raw material, kinds and measures re-
ferring to individual customer’s wishss.
All data for the production planning
derive from customer’s wishes,

2. Transforming of the Generalized Model
(Fig. 2) into an Individualized One Jor
the Steel Industry (Fig. 3),
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It would be easy to give a mere description
of a certain cybernetic application. Rather
than going too far into the details it is more
informative to work out the highlights and the
fundamental structure of such a system. In
this way experience can better be used also for
other branches, obviously.

Fig. 3 shows the EDP cybernetic concept
of a steel producing firm. FEach of the five
stages is run by separate computers. The
integration in this case is much more developed
than usual up to now. The limitation of EDP
systems Lo all kinds of administration work s
erased.®* The operations in the production
area are involved in the systems for the first
time of computer applications. The traditional
separation between production data system and
administration data system does net exist in
a cybernetic system,

In the branch of steel production the system
works in five hierarchical stages

(1} Top Muanagenient Planning

A long range production planning is
based on the long range market data
for future sale development, This plan-
ning embodies the stock of customer’s
orders and also a pretty difficult order
entry system which transforms the in-
coming orders into economical pro-
duction units considering several stages
of workshop operations.

Besides the production field there are
more planning fields, of course, such
as investing, financing, corporate or-
ganizational problems, research and
technology planning and muany more.
I am preferentially treating the produc-
tion field in the details for demonstrat-
ing the coherence of the hicrarchical
stages and the integration of subsystems,

CYBERNETIC MANAGEMENT SYSTEMS

(2) Departinental Planning

On this stage planning is ge'ting more
complex for working out the time sche-
dule of semi-finished and final products
in a somewhat optimized sequency.

(3) Data Processing

This stage deals with the handling
and processing of data in the computer
systems for transforming of stage 2 into
stage 4 for respective process controlling.
On the other hand the data of produc-
tion output are input data on this stage
and processed for adjusted and correct-
ed new production planning data,

(4) Process Controlling
The submodels of this stage concern
the production equipment capacity,
divided into operational units., They
are very detailed and comprise all quan-
titative relations between all parts of
the production fields for short periods,
days or weeks,

(5) Controlling and Feedback

There are as many subsystems neces-
sarv as submodels in the preceding
stage No. 4. This stage makes the
connection between process controlling
units and production equipment.

The five stages are integrated in the way
that the results of each upper stuge are trans-
formed to the computers of the next lower stage.
These input data work as independent variables
in the respective subsystems and submodels.
On the vther hand the results of each stage are
transformed to the computers of the next higher
stage. By closing this circle the real integra-
tion of the five stages is realized. The circles
are running forward and backward automati-
cally by computer to computer systems, They
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are running permanently or within short periods,
especially at night time between the shifts,

All the five stages with all subsystems could
be operated by a large scale computer. Inthe
Japanese steel industry separate computer
systems are preferred. This solution seems to
promote the reliability and independency of
the part systems. Besides, the system can be
constructed in separate stages, in sequence or
simultaneously. The computer systems are
linked on-line or off-line in some parts of the
system in some firms which means a higher or
lower degree of integration, subsequently affor-
ding more or less manual interaction, In the
Japanese steel industry the large scale computers
ate 1BM made, the little ones especially for
process controlling, are Japanese made.

Detailed Description of a Cybernetic System in
a Steel Plant

1. Background Dates

Some Japanese steel works are the most
modern in the world as to technology and also
as to tatlor-made EDP systems which practi-
cally spoken are cybernetical systems,

The production equipment of one of the
modern steel works is as follows:

2 Sintering Plants {(altogether 12.000 T/D)

2 Blast Furnaces {(altogether 13.000 T/D)

Converter

Continuous Casting Machine (75.000 T/M)

Slabbing Mill (450.000 T/M)

Heavy Plate Mill (150.000 T/M)

Hot Strip Mill (329.000 T/M)

Reversing Cold Strnp Mill (25,000 T/M)

{(among other things) 2 Tandem Cold Strip
Mills (altogether 180.000 T/M)

Galvanizing Plants (20.000 T/M)

The personnel of the plant consists of 6.600
people only including all administration func-
tions, The firm hasan own quay (especially
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for discharging of raw material) for ships with
acapacity of 150.000 tons.

The system for production, planning and
control embodies the latest advancesin compu-
ter technology. It isa centralized and a nearly
perfect on-line-real-time system based on the
man-machine concept. The automation phase
was established by several large computers whi-
ch are connected with the process control com-
puters on the computer-to-computer basis.
Through the entite production cycle from raw
material’s entryto product exit the date flow
is handled on a real-time concept to the actual
movement of the material on the production
line. Alladministration data from order entry
to the delivery of products are processed in the
centralized computer department. The whole
system is very close to full automation.

A staff of 90 experts has been working for
about two years for designing and constructing
this system. After introduction about 400
people could be released from plant work. The
yearly net savings, even with all expenses for
the computers and EDP organization taken into
account, amount to $ 630,000,

Organizational Structure of Integrated EDP
System in the Production Area

The production planning and controlling
system has four control levels according to
scope of function cycles. These levels are
organized in four separately structured EDP
systems. The two production lines are heavy
plate and sheet, and the organization system is
equal for both of them. (See Fig. 4)

A-Level

This stage handles materials computation
from order entry through product shipment.
The production planning is scheduled for daily
work on a ten-day cycle, The transforming of
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customer's orders into ecomomical production
units in several steps of operation is included,
for quantities and qualities, also changes of the
running programme, also handling of shipping
with a lot of administration data and shipping
papers required.

All planning work is based on the latest
dates of work progress, so former planned
dates are continuously corrected. Major func-
tions of this level are order processing and modi-
fication request for all materials, order status
and general work instructions.

B-Level

On this stage the firm is using an off-line
system. Levels A and B use the same data
which are stored on tapes or discs. The detail-
ed time schedule for all operations is elaborated
by the computer concerning allocation of
products and semi-finished products and work
scheduling (daily by shifts). The controlling
system comprises the cross-checking of all
workshop operations especially the collection
of mill data (daily by shift) with the data of
shipment cutput. Many changes in customer’s
order and in production output or which may
occur inthe production area afford very fast
repeated elaboration of scheduling details.

C-Level

There are three on-line real-time systems,
one for cold rolling and one for hot rolling
and one for heavy plate. In this individual
case production planning for steel making and
slabbing is made partially in level B or D. There
is also some manual interaction by using the
outprints of level C.

The computers operate, as opposed to other
" computers, in thec on-linc real-time concept.
The system gives operator guides and collect
mill data, all being very much detailed. So the
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operator guides and working structures are
given for each working place (by on-line ter-
minals of level D). Data for production plan-
ning are transmitted to the production control
computers. The processing of these data are
based on results for production planning made
in level B which are transmitted to level C on-
line-real-time. The dates of progress of all
operations in the workshops are collected by
on-line devices and terminals from [evel D.
All these data are transformed into gross values
and materials and product groups for the re-
quirements of level B. Computers of the level
C are Japanese made,

D-Level

This level embodies the process control
computers which are also Japanese made. By
these computers all operations in the workshops
are initiated and the results of the operations
checked and collected by special devices. These
input data from the production line are trans-
formed for the processing in level C and trans-
mitted on-line-real-time.

Most of the process control computers are
connected on-line with a superior EDP system
which is true for the communication between
level D and C. So data exchange in both dir-
ections is performed very fast and automati-
cally, From level D data quote level C and
from there, transformed as said above, to level
B for the daily production planning, The
data transfer from D is performed daily before
office hour.

The communication for the data for steel-
making and slabs is made off-line between level
D and B by paper tape and punched cards.
In this case the degree of integration is lower
of course and not performed automatically.
The lowest degree of integration is represented
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by the table of tappings which is printed outon
level B and put in by manual work into the
process control computers,

Fig. 3 illusiraies the details of the or-
ganizationa]  siructure  and  operations  on
level ¢ and D jur heavy plate production.
Modern technigues are used for data collect-
ing and data transter. Terminals, monitors,
optical indicating devices and telewriters are
jocated close to the production equipments,
Duta are collected automatically or manually.
All devices are connected on-ling with the com-
puters. The engineers in the production area
receive all data for operation indications at
theit working place.  So they are able for any
interaction by steering the devices of produc-
lion processing.

The described system represents a mostly
perfect on-line real-time system. The extetision
of residual off-line operations is not a question
of feasibility, but of economy. Japanese wages
and salaries wre lower than in many west Euro-
pean couniries and in the United States. On
the other hand imported computers are very
expensive, so the break-even-point for using
jmporied computers in Japan is higher than in
Europe and in the States, Although the des-
cribed cuse can be considered a nearly on-line-
real-time system because the ofi-line connec-
tions have a high degree of real integration of
linked EDP systems. The levels A to D as a
whole represent an important part of a cyber-
netical system. This part of the system is
characterized by the linking of production area
with adminisiration functions. The traditional
boundary of EDP systems with its restrictions
io business administration is erased. With
other words two main function groups of the
{irm are linked now, the operations in the work-
shop and the intellectual functions of business
administration.
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3. Sustes Completion

The system description has 1o be augmented
by the handling in level A. This planning area
is performed by separate centralized computers.
The overhead planning has to be established
mainly for sciling, production and purchasing
which means a fairly optimized coordination
of these three areas. The integration of selling
and production is most complex and shali be
demonstrated now. The selling data of past
periods for allarticles of the programme are col-
lected in the computers and evaluated by statisti-
cal methods for estimating future development
with a certain degree of high probability. The
gstimated sale planning has to be corrected by
experience of the sales munagement. The
number of different articles in this plant is pretty
high. it can reach 10.000s of articles. Based
on this plan the automated production planning
is made by the computer including material
consumption and purchasing planning in a
time schedule required by the production needs.

In principle production is planned with
respect to order stock. Probably future orders
have Lo be embodied and free capacity used
by stock orders. For customers a full inquiry
is available concerning possible delivery dates
for their orders. The information is given by
random access into the actual situation of selling,
inventory of products, stock orders and running
production.

Any changes in the stock of orders which
happen quite often have consequences in the
production and purchasing planning.  Such
changes can be evaluated by the computer,
it also makes the corrections of all planning
fields. A customer also can receive informa-
tion on telephone call about the progress of
work of his order, and his order usually is a
part of an cconomized order unit for the work-
shop. He also can receive information at
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once about what delivery date will occur in
the case of his order changing. Very seldom
the customer’s order may be transferred into
a seperate workshop order. But in most cases
the customer’s order is only a part of the work-
shop order which is splitting up into many
kinds of customer’s orders. Considering the
variety of 10,000 and more different products
with their individual routine pathin the work-
shop and also checking with orders in stock,
this information system can be called a unigue
one. The delivery system is also fit for res-
ponding simultanecusly to the customer’s diverse
requirements regarding quality, quantities, seve-
ral delivery dates and technical service.

Prerequisites of this information and plan-
ning system is the permanent integration of the
five levels in each direction upand down which
represents the highest stage of development.
(levels A to D for EDP systems are completed
by top management). The system is of greatest
importance for profitable business enabling a
high degree of flexibility as to the situation
in the sale market and consequently in the
production area.

The problem of optimized planning is sup-
ported by using the Operations Research me-
thods. The real problem is the simplicity and
the elasticity of the O.R. models. The varia-
bles are used for production capacity, required
raw material quantities, material costs, working
costs, planned turnover and planned profit.
The simulation techniques assist top manage-
ment in their efficient decision making. The
results can be improved with respect to the
policy of the firm. For example in the case of
low capacity usage the decision can be made
in top management for sale promotion, reduc-
ing of capacity by removing of an old equip-
ment or producing for stock. Alternative
planning data are evaluated by the system.

CYBERNETIC MANAGEMENT SYSTEMS

The final planned data are processed in the
five levels of the system as independent
variables.

As to the elasticity special mention should
be made that the planned data for selling and
production have to be summarized ones in
certain categories. They ought to be flexible
cnough for adaptation to the real structure of
future orders. The feedback principle on all
five levels makes the system fulfil the require-
ments for running a population firm on highest
efficiency standard.

Regarding the details of the whole system
therc are many difficulties involved, e.g, the
data for production controlling are to be com-
promised relating to the overhead scheme of
the original planning data in level C and B.
Another problem shows up with the differences
between planned and cellected data. The
summarized results are transferred to top mana-
gement for correcting the model of policy and
decision making. On the other hand on the
levels B and C the collected data in the work-
shops induce corrections of planned data perio-
dically, so they come very close to reality in
the end of the planning period.

More Detailed Characteristics of the System
and Summarising

After the survey, designing and descrip-
tion of the system further details how it is run-
ning may be given now for demonstrating its
accuracy, reliability and flexibility.

Most important is the fact that production
equipment, computers and EDP systems are
integrated to a cyberneticunit which embodies
workshop operations as well as administration
work, i.e. mechanical and intzllectual routine
work., Contact and communication between
all parts of the system are initiated and running
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permanently and automatically as demonstra-

ted in the first chart.
summarising consequences

For conclusions and
resulted in the

following aspects:

(1)

@

(3)

4

()

Discharging of on-line computers of the
centralized EDP system from input/
output and controlling operations.

The detailed planning data for all
workshop operations are optimal being
based on actual data. All data are
reliable and processed very  fast.
Deviations between planned and actual
data are handled by decision rules built
in the computer programmes. In the case
of ecxtraordinary data constellation
or results, analysis is still performed
by man and the results of exception
cases are fed back into the system.

Reduction of manual interaction in the
production and administration fields

which enables a higher degree of accuracy.

Reduction of personnel in the produc-
tion and administration fields. The
release was about 400 people in the
workshops and nearly 40 in the business
administration. Moreover a traditional
systemn could never realize the benefits
of a cybernetic system.

Customer’s service is improved by in-
quiry of
(a) actual order dates supported by a

(6)

o
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priority system;
(b) checking of order progress ;
(¢) quickreacting with respect to order
changes by customers. All changes
will be processed automatically
into detailed workshop operation
indications, not regarding if caused
by quantity or raw material quality,
changes of delivery dates for raw
material or in the production en-
gineering, Changed operation plans
are optimized within certain limi-
tations.
The standard time for production was
reduced considerably and the quality
level increased. The production costs
are reduced, too, of course. These ad-
vantages countin the hard competition
of thesteel selling market in the world.
Any system requires checking by ex-
perts and steadily improvements due to
experience and important changes and
development of production equipment
and computer technology. In the Japa-
nese case a group of experts called
‘open programmers’ is charged with
these sophisticated problems of excep-
tional cases and future development of
the system. They are all-round trained
in production engineering, computer
techniques, EDP systems and business
organization, Py

Sample Glut

Lever Brothers estimates that housewives received so many free samples of
new |aundry detergents in 1969 that the effect on purchases was the same as
if every U.S. home maker had stopped doing laundry for nearly three weeks.
Companies handed out enough free toothpaste to cover the nation’s tooth

brushing needs for a full week.

—T he Wall Street Journal



Establishing A Retail Chain Store
Branch—-A PERT Application

Nesa Labbe Wuo*

This Paper is the product of research work done by the author dwing the late fall of 1971. This
is a frue case and hence names, exact times, and network detuils arc omitied by the author on the

request of the management of the Chain Store, under study.

The paper illustrates how a quantita-

tive scheduting approach, PERT, was successfully used in the evaluation of the ecsiablishment of a

retail store branch prior to its construction.

Important questions such as job scquencing, citical

jobs, and approximate starting time for construction were successfully answered by means of the

PERT model.

HE establishment of a retail store is not a
routine procedure. It s a very time-
consuming and challenging responsibility for
marketing experts. The degree of difficulty of
this challenge depends on a host of factors, the
most important of which is past experience.
The specialists who are involved with the evalua-
tion of the poteniial establishment of a new
branch for 4 chain store cncounter ¢conomic
and time factors which are very complex and
difficult to describe.

This peper illustrates how a quantitative
scheduling approach, PERT, was successtully
used in the evaluation of the establishment of
a retall store branch prior to its construction.
Important questions such as job sequencing,
critical jobs, approximate starting time for
construction, and others were successfully ans-
wered by means of the model. This is a true
case; therefore, on request of the management
of the chain store, names, exact times, and net-
work details are omitted.

*Asgsistant Professor
Michigan, U.S.A.

of Statistics, University of

Setting Up the PERT Network

The PERT method is o management-orieni-
ed technique for the scheduling of a series of
nonrepetitive jobs so that the emire project
can be completed in the shortest amount ol
time. The PERT method, as it realtes to the
cstablishment of a chain store branch, serves
to consider a series of interrclaied activities in
order to determine their optimum planning and
scheduling for the attainment of the desired
goals. The preliminary step before executing
the PERT algorithin is to develop the netwerk
model, which represents the inierrelationships
between activities and the gencral flow ol these
activities. (See Table [ and Figures 1 and 2%
This development is accomplished by the follow-
ing four-step procedure :

Step 1@ Development of the legical sequence
inwhichthe activities must be perform-
ed to complete the project. Anactivity
is the performance of a specific task
and involves the effort of manpower,

Step 2 : Drawing the arrow-diagram network,
using activities and events. An event
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is represented by a node. which 1s the
occurrence of a checkpoint in time.
The node represents the accomplish-
ment of @ task rather than the per-
formance of a task or activity. The
event repesents the start of activity(s)
or the completion of aclivity(s).

Step 30 Assignment of activity times,  Quaii-
fied people who had  dealt in the past
with the establishment of retail stores
supplicd three typical activity times:
optimistic time (OT), most probable
time (MPT), and most pessimistic

time (PT).

Step 4 - Numbering of nodes so that (1)
each job has a unigue set of nodes,
{2) all activities entering a node have
identical followers, (3) all aciivities
leaving a node have identical pre-
decessors, (4) a node represenis the
complete relationship between all en-
tering and existing jobs, and (3} the
nodes are m ordered sequence with
the beginning node smaller than the
ending node.

Figures 1 and 2 represent the simplified
version of the final neiwork that was developed
for the chain store. But somie analysis of re-
lations between activities is necessary. Originally
the acuvity from node 9 to 37 (analysis of
general labour conditions) was a predecessor 1o
the activities from node 17 to node 26 (architee-
tural analysis of space and design require-
ments for the entire outler) and from node
22 to node 31 (preparation of advertising
budgetand strategy). After a lengthy discussion,
however, it was agreed that these three acti-
vities were unrelated for the principal reason
that prevailing pay scales were nol part of
the activity of the fanalysis of general labour
conditions™. It was also agreed that the

1. N.L. Wu, Business Programming in
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departmental estimation of gross margins (acti
vity from node 9 to node 14) did not depend
on the analysis of number, policies, and loca-
tion of wholesalers (activity from node 12
to node 14) since the demand for most of the
products under consideration was fairly high
and since it was known that wholesalers did
not charge high prices. The company already
possessed a record of the wholesalers ana their
polictes in that location. It also seemed
logical to assign selling areas to departments
{activity from node 15 to node 17) only after
the products to be sold were selected (activity
from node 14 to node 15) because different
products require both different zreas and
different locations in the store. For example,
jewelry, candy, paperback books, and the
kinds of goods conducive to impulse buying
are often located near doors so that people
passing in and out can be exposed to them.

ccause few people will buy furniture or applia-
nces on an impulse basis, these types of goods
can be buried in the heart of the depart-
ment store, several floors up. A nondetailed
listing (including the necessary dummy acu-
vities for Step 4) of all activities is given in
Table 1.

Bucket Algorithm for Generating the Critical
Path

A simple algorithm, called a “BUCKET"
algorithm was devised and programmed in
FORTRAN to define the critical path and
the carly and late starting times for the acti-
vities.! A detailed write up and listing of the
programme is summarised on page 273,

Initially, the classical Beta distribution was
considered for activity times, and the expected
times were used for scheduling and for develop-

Fortran IV
(Dubuque, Iowa: Wm, C, Brown Company, 1973),
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. Table 1
PERT Activities for Establishing a Chain Store (All Dummies are Included)
Nodes Optimistic Most Probable Pessimistic
1 J Acrvity Tinte (OT) Time (MPT) Time (PT)
1 2 Dummy 0 (4} 0
1 4 Dummy 0 0 0
1 5 Dummy 0 0 4]
1 6 Dummy i} 0 0
) 7 Dummy 0 0 0
1 8 Dummy 0 0 0
1 9 Analysis of retail trade potential 48 64 96
1 29 Research on availability of credit investigation 8 8 8
2 29 Research on number, kinds, and practices of
financial institutions of the area 8 i6 a2
4 9 Analysis of potential customer drawing area 48 64 96
5 9 Area population analysis 16 24 a2
6 9 Analysis of area-purchasing power 24 az 48
7 9 Analysis of competitive situation 16 24 32
] 9 Analysis of area’s growth trends 16 24 32
9 11 Detailed demand analysis by department or
product groups 16 48 96
g 14 Estimation of gross margins by department 32 48 64
9 37 Analysis of general labour conditions 32 48 96
11 12 Detailed demand forecast by department of
product groups 16 48 96
12 14 Analysis of number, policies, and location of
wholesalers 0 0 0
14 15 Selection of product groups to be carried 0 0 0
15 16 Dummy 9 0 0
15 17 Assignment of selling areas to department 64 96 192
16 17 Assignment of nonselling space for administrative
functions 16 32 64
17 19 Dummy 0 4} 0
17 20 Dummy 0 0 0
17 22 Dummy 0 4] 0
17 23 Dummy 0 0 0
17 24 Dummy 0 0 0
17 26 Architectural analysis of space and design require-
ments for the entire outlet 416 480 576
17 30 Preparation of merchandise budget planning 200 256 400
17 31 Obtain estimates of wages and salaries expenses 1 2 3
17 36 Setting up the organization structure i6 24 48
19 31 Fstimation of delivery costs and policies 8 16 24
20 31 Setling pricing policies 1] 0 0
22 1 Preparation of advertising budget and strategy 16 24 32
23 3t Design layouts for departments 128 192 256
24 31 Setting of operating hours policy 1 2 3
26 27 Dummy 0 0 0
26 28 Dummy 0 0 0
26 29 Site-location analysis 48 64 96
21 29 Estimation of construction ¢osts 8 16 24
28 29 Estimation of equipment costs 8 16 24
29 N Preparation of a capital-budegeting program 24 32 96
30 31 Establishment of inventory-control system 3 5 16
31 33 Estimatc operating costs 24 a2 96
M 37 Obtaining bids for the physical plant 8 16 24
33 35 Dummy . 0 0 Y
33 37 Preparation of proforma income statements for
next five years 24 32 96
s 37 Preparation of first-year cash flow 24 32 96
36 37 Manpower planning 64 128 160
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Initialize data tables:

I (node) or starting node
| {node) or ending node
OT, MPT, and PT times
for all activities

¥

Generate activity time for each
activity given OT, MPT, PT

y

Use the BUCKET method
to define ES and LF for all
activities

4

Define EF and LS for
all activicies

|00 times

¥

Calculate total slack and
critical path

|
¥

WRITE TABLES

ing the critical path. (Results are shown in
Figure 1.3 However, a statistical analysis of
past data collected by the firm made it clear
that this approach might lead to an under-
estimatte of the due date. A Chi-Square test
indicated that a triangular distribution better
fit the activity times: therefore, 100 triangular
variates were geherated for each activity, given
the OT, MPT, and PT times of each activity,
and consequently 100 due dates and eriticad
pitths were generated.  These results are sum-
mtrised in Table 2,

The carly start (ES) and early finish (EF)
times are obtained through the BUCKET
method s follows.  The early start time is that
time at which an event can be started if all
events preceding it have been started and com-
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pleted as early as possible. Phe Forward Scan

Rule as outlined here is the simplest way of
calculating the ES for all activities.

Giveeachnode a BUCKET value: BUCKET (I)

fnitialize these BUCKET (Ds to zero.
Now for each activity K proceed as follows:
BUCKET (JNODEY«BUCKET (INODE)
-~ TIME (INODE, JINODE)

if and only if BUCKET (JNODE) > BUCKET
(TNODE)
ES (K)=BUCKELT (INODEY

The latest finish (LF) time is that at which
an evert must be accomplished in order to avoid
slippage in the project-completion date. For
our retail store the project-completion date was
determined by the early finish time of the last
activity. The Reverse Scan Rule as outlined
here is the simplest way of calculating the LF
for all activities :

Give each node

BUCKET(I)

a BUCKET wvalue :

Table 2

Summary of Resolts Using the Triangular Distribution
in Generating Activity Times

Distribution and Statistics for 100 Runs

Classes  Midclass  Frequency Probability
Value

875-005- 890 1 .01
905-935— @20 3 03
935-965— 950 11 g1
965-995~ 980 15 A5
995.1025— 1010 2 21
1025-1055— 1040 20 20
1055-1085— 1070 16 16
1085-1115~ 1100 11 dt
1115-1145- 1130 1 0l
1145-1175— 1160 1 .01

Smallest simulated duration: 881 time units

Largesi simulated duration: 1147 timme unit

Mean simulated duration: 1023.2

Standard deviation of the simulated duration: 52.1
Suggested (957 confidence) due date: 1095 time units

Aetual due date was 1084 time units,
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Initialize the BUCKET(I)s to the project-
completion date

Now for each activity K, starting with the
last activity, proceed as follows :
BUCKET (INODE)'«-BUCKET (JNODE)
—TIME (INODE, INODE)
if and only if BUCKET
BUCKET (INODE)
LF (K)=BUCKET (JNODE)’

After all early start and late finish times are
calculated for each activity (K), the early finish

(INODE)' <

ESTABLISHING A CHAIN STORE BRANCH

(EF) and late start (LS) for these activities can
be obtained as follows :

EF(K)=ES (K}+TIME (K)

LS(K)=LF (K)—TIME (K)

The total slack time (TOTSL) for each
activity (K) is the difference between the early
start and the late start of the activity; TOTSL
indicates how long an activity may be postponed
without affecting the due date.

TOTSL(K)=LS(K)--ES(K)
The critical activities are those activities

Table 3

Sample Ouiput of

the PERT Analysis

Activity Genergted® ES EF LS LF Total Crit
J Time Slack Path
1 2 1] 0 0 829 829 829
1 4 0 0 0 0 o 0 L4
1 5 0 0 0 59 59 [ 59
1 6 0 1] 0 47 47 47
| 7 0 0 0 61 61 61
1 8 0 0 0 67 67 &7
1 9 53 0 53 31 84 31
1 29 8 0 8 835 843 835
2 29 14 0 14 829 843 329
4 9 34 0 84 0 84 0 .
5 9 25 0 25 59 84 59
6 9 37 0 37 47 84 47
7 9 23 0 23 61 84 61
8 9 17 U] 17 67 84 67
9 1i 38 84 122 84 122 0 .
9 14 37 84 121 148 185 64
9 37 59 84 143 971 1030 887
11 12 63 122 185 122 185 0 .
12 14 0 185 185 185 i85 ¢ *
14 15 0 185 185 185 185 4] *
15 16 0 185 185 249 249 64
15 17 103 185 288 185 288 0 *
16 17 39 185 224 249 288 64
17 19 0 288 288 891 891 603
17 20 0 288 238 907 907 619
17 2 0 288 288 880 880 592
17 23 0 288 288 703 703 415
17 24 Q 288 288 906 206 618
17 2 482 288 770 288 770 ] .
17 30 378 288 666 523 501 23s
17 31 1 288 289 906 207 618
17 36 29 288 17 913 942 625
19 k3 16 288 304 891 %07 603
20 3 0 288 288 907 907 619
22 31 27 288 315 880 907 592
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Table 3 (Continwed)

Sample OQutput of the PERT Analysis

Activity Generated* ES EF LS Lr Toral Crit
Time Slack Parh
23 K} 204 288 492 703 907 415
24 31 1 288 289 906 907 618
26 27 0 770 770 829 829 59
26 28 ¢ 770 770 829 829 59
26 29 73 770 843 770 243 0 *
27 29 14 770 784 829 843 59
28 29 14 770 784 829 843 59
2 31 64 843 307 843 907 0 *
30 31 6 666 672 901 907 235
31 33 45 907 952 307 952 0 *
31 37 22 907 929 1008 1030 101
13 35 0 952 952 968 968 16
33 37 78 982 1630 952 1030 0 *
35 37 62 52 1014 968 1030 16
36 37 88 317 405 942 1020 625

*Activity times are generated using the triangular distribution

Table 4

Ohserved Critical Activities for the Establishment of the Retail Store
{Dummy Activities are not Included)

Activity Nodes
I J

Activity Description

Architectural analysis of space and design requirements for the entire outlet

4 9 Analysis of potential customer drawing area

9 11 Detailed demand analysis by department or product groups
11 12 Detailed aemand forecast by department or product groups
12 14 Analysis of number, policies, and locations of wholesalers
14 15 Selection of product groups to be carried
%; _]’7 Assignment of selling areas to departments

26

26 29 Site location analysis
29 k] Preparation of a capital budgeting program

g; ;; Estimate of operating costs

Alternare Critical Path:
35 37

Preparation of first-year cash flow

Preparation of proforma income statements for ne~t five years

which cannot be delayed in order to finish the
job as soon as possible. Therefore, ift the total
slack of an activity is zero, that activity is a
critical aclivity.

A sample output of the PERT analysis for
the retail store ts given in Table 3. The obser-
red critical activitics for the case are listed

in Table 4. The output of this analysis was used
by management in determining where slack
time would be available and where potential
preblems might develop.  The activities on the
critical path were carefully scheduled, and,
in order to minimize delays, manpower was
assigned accordingly. ®




Corporate Industrial
Relations Policy

P. Chadha*

Indusirizl relations policy must continuously bring about goal-congruence between labour and
management, i.e., it should tend to meet needs and aspirations of employees as also rceds and objee-

tives of the company: which a negotiated policy has better chances to achieve.

It will then enjoy

continued commitment of both parties, thereby reducing occasion for distributive interpretation and
the resultant disequilibrium in indusirialrelations systems. A dynamic industriz] relatiens policy
will, therefore, be adaptive and take care of creatin amount of variation in the context and
assumptions on which it is based., A rigid policy which cannot sustajn situations of a particular
nature will scon crack like adry stick. Tf willnever grow nor provide for growth of those opera-
ting it. An industrial relations policy in particular must exude a climate of understanding rather
than arrogance. It should be percejved as an instrument to promote the human element rather

than govern it.

SEARCH for any policy must provide oppor-

tunity for systematic exploration of casual
connection between varipus factors—constant
and variable— which constitute the system and
its environment. These include the historical
factors, physical, socio-technical structure,
nature of ownership and control, and the extent
of inter-dependence on socic-economic context
which provide the back-drop for the orga-
nisational activity.  Management structure,
procedures, and patterns of human interaction
are some of the important variables.

Causal connection befween these factors,
together with processes employed to arrive
thereat, is bound to bring out most the strength
as well as shortcomings of the systen1. When not
adequately supported by strengths, the short-
comings result in problems. Seen as embedded

“eIndustrial Re Indjan

*Industrial Relations

New Delhi,

Manager, Airlines,

in and born of essential factors constituting t
system, these problems are bound to ap,
formidable to begin with. A systematic un
standing of problems in relation to the cau
connection among organisational factors
processes, together with their strength, alo
can provide key to the tools that prof
managemems must develop to overcome p
blems. Such tools will help find solut
conducive to harmony, growth and a healt
equilibrium of forces influencing organisation
effectiveness.  Refusing to dccept existence
problems, or using comtextual framework of
organisation to justify it, will result only
their becoming perpetual constraints on growt
and development.  People often tend to
slaves to the organisational culture
constrgints; but in organisations that ha
progressed as they should, managements ha
worked to transcend these constraints ra
than confurm to then.
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Need for a Policy

Perhaps instinctively, analytic approaches
are often applied to systems responsible for
 readily measurable output, presumably because
- weaknesses in suchsystems can be perceived more
easily and more objectively. In a production
system, for example, incongruent planning will
become readily apparent through unbalanced
compenent production which will not maitch to
yield optimum units of finished product. Such
systems invariably have well-defined policies,
objectives and targets.

In nebulous and subtler systems dealing with
human variables such as satisfaction and motiva-
tion, however, similar incongruencies may not
immediately come to surface except in hidden or
pervert forms— yet disequilibria will nevert heless
exist, and damage caused to the organisation
may not be easily visible. Even when visible,
its origin may not be related 1o disequilibrium
in these systems. Witcre, however, it is, manage-
ments have tended to take repedial uction through
structural changes and we see an effort to reduce
human relations processes to mechanistic nornis—.
for example, the process of resolution of emplo-
yee grievances, which requires deep under-
standing of the springs of human needs and
motivation and keen human relations skill on
the part of supervision, finds itself structyred in
the form of an insensate bureaucratic time-
bound grievance procedure.

Such mechanistic approaches could often
iase out of a lack of appreciation for human
“ocesses and behaviour, and perhaps our far

iter faith in technological and structyred

vations. By themselves, therefore, they can-

- yield the desired results. Most management
sblems, however, have origin in composition

man-power employed, individual or group
aaviour and interaction, or in the organisa-
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tional structure, procedures and processes—
the very dimensions which an industrial relations
system closely concerns. Research in the fields
of behavioural sciences and hyman interaction
is admittedly far behind the field of technology.
Our knowledge inthese fields js not only limited
but also enjoys limited acceptance. It is, there-
fore, absolutely critical to provide all available
support in functioning of systems like industrial
relations, which today is perhaps the most con-
spicuous and indeterminate constraint on opti-
mizing industrial performance, and creating
economic surpluses with consequent increase in
employment and improvement in standard of
living.

Distributive Interpretation

Quite often, approaches to Industrial relations
tend not enly to be mechanistic but also much
too legalistic and rule-ridden. An important
contributory factor to this latter phenomenon
appears to be the unfortunate emphasis on
distributive interpretation—prompted by a
perception of divergentobjectives, and the rather
confused frame of reference governing industrial
relitions. No wonder then that such interpreta-
tion becomes disputed between the parties,

Judgement of parties is bound to get blurred
when so many uncoordinated factors afflict
industrial relations, each having limited refer-
ence. To mention a few, there are labour laws
of the country—.the largest for any inthe world
— both at the State and the Central levels with
numerous sets of rules and regulations decisions
and codes from Indian Labour Conference and
Standing Labour Committee; conventions of
International Labour Organisation; reports and
recommendations of various commissions and
committees set up by the government; standing
orders and service rules of the company; values
cherished by social in the groups organisation;
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aims and objectives, contextual and environment-
tal factors. A policy with these attributes will
help locate those of the characteristics of industry
and the system which need to be carefully
preserved, and on which future industrial rela-
tions can be confidently built. It will also
induct the much-needed ‘openness in this
traditionally secretive  function, understood
more in conflict than in harmony, and seen more
as a constraint than a reservoir of energy which
can be gainfully deployed in the interest of
industry.

Not a Few Problems

To bring about such a policy not a few
problems will have to be faced even after the
problem of resources has been successfully
solved. These will, of course, vary withthe organi-
sation and its culture; but some of them will
raise their head more often than others, and will
certainly take a lot of cffort to get across.

Because of past experience and mutual
attitudes of traditional mistrust between unions
and managements, either party may be extremely
reluctant to make too bold and precise commit-
ments in the firstinstance—even in respect of the
policy currently being pursued. To begin with,
therefore, the written declared policy may have
to make do with rather global or vague expres-
sions. If the parties are genuine and bonafide
this should not cause any retrogression. Onthe
contrary, it will perhaps be as well because
neither party should commit itself to policies it
cannot hope to meet. It is better to begin
modestly and achieve optimum success in opera-
ting anagreed policy rather than embark on an
ambitious policy and land up with unfulfilled
expectations and greater distrust. It is, in the
first instance important tocreatencw experiences
that will promote greater mutual confidence in
collaborative work. However, the policy must
gradually, through process of not too slow an

CORPORATE INDUSTRIAL RELATIONS POLICY

evolution, develop a broader base and become
more specific in expression as well as content—
provided always that it does not exceed capacity

of the parties to live upto it. This is of utmost
importance.

Another big challenge to any attempt at policy
formulation is likely to stem from a sense of
insecurity that most company executives as well
as union officials suffer from, and which is most
often related to intra-management or intra-
union problems. A well-defined written policy
can be perceivedas a threat to the very authority
which gives these individuals perhaps a super-
ficial sense of indispensibility. Top management
officials — career employeesas well as the entre-
prencur as also top union officials may exhibit
a sort of vested interest against formalising a
policy, for fear of loss of authority, indispensi-
bility, uninhibited control or discretion.

Managements attempting policy formulation
must possess keen awareness and understanding
of these pitfalls, and tackle them patiently and
skillfully lest they surreptitiously undermine
first the cilorts to policy formulation, and later
the policy itself.

Conclusion

While an industrial relations policy, care-
fully developed and deftly operated can add
to effectiveness of any organisation, the need
for a policy is critical for large widely spread
out organisations, where decentralised decision-
making and substantial delegation of authority
are business requirements but cannot be achiev-
ed for fear of inter-unit repurcussion in the
field of industrial relations. On this one score
alone, the cost-benefit analysis will most
definitely show the balance heavily in favour of a
corporate policy as against a strict bureaus
cratic centralised system of controls. And this
is certainly not the most important single consid
deration in favour of a policy! .1




Problems of Production, Productivity
and Industrial Relations in India

Late Satish Loomba*

A situation marked with static or even declining trend in real wages, swelling ranks of un-
employed and varjous bottlenecks in production like short supply of new materials, power shor-

tage etc. isby no means conducive to higher production and produciivity.

Removal of these

stumbling blocks must therefore be the starting point for any desire to rajse preductivity. Once

this is done, the path is paved for a serjous discussion on some outstanding issues like the

extent

of technological change in Indian industries, industrial harmony based on healthy indusirial reja-
tions, innovating some socjo-economic institutions capable of answering the needs of the hour and
the like. Indeed, the basic framework and direction for effecting these changes has already

been provided by the Constitution. What, however, is needed is to make a sincere

in that direction.

ACH society or nation sefs before itself

objectives which it seeks to achieve, In India
the National objectives have been broadly out-
lined in the Directive Principles of State Policy
(Part 1V of the Constitution of India). The
first three clauses of Article 39 of the Constity-
tion read as follows:

“The State shall, in particular, direct, its
policy towards securing:

(a) That the citizens, men and women
equally, have the right to an adequate
means of livelihood;

That the ownership and control of the
material resources of the community
are so distributed as best to subserve
the common good;

That the Operation of the economic
system does not result in the concentra-
tion of wealth and means of production
to the common detriment.”

(b

©

*The author was 3 prominent Trade Union Leader and
the Secretary of the All India Trade Union Congress.
Hediedina plane crash recently in March 1973.

move

Article 43 reads thus:

“The State shall endeavour to secure, by
suitable legislation or economic organisa-
tion or inany other way, to all workers, agri-
cultural, industrial or otherwise, work, a
living wage, conditions of work ensuring
a decent standard of life and full enjoy-
ment of leisure and social and cultural
opportunities:”

Thus when India became free and framed
a Constitution, it set before itself goals regarding
production, distribution, and employment. Qur
efforts must be directed towards achicvements of
the national goals.

Development and Problems of Production and
Productivity

In the years since 1947 when India became
independent, what have been the developments

with regard to these national goals?

We have not succeeded in providing employ-
ment to all. Infact the back-log of unemploy-
ment goes on increasing, This emphasizes the
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urgent and immediate necessity of an integrated
manpower policy at all levels.

Regarding production, equitable distribution
and a fair wage in real terms, thefollowing analys-
is made by the National Commissionon Labour
is relevant:

“To sum, up, we n1ote that increases in money-
wages of industrial workers since independence
have not been associated witha riseinreal wages
nor have real wage increases been commensurate
with improvements in productivity, Simultane-
ously, wage costs as a proportion of total costs
of manuficture have registered a decline and
the same is true about workers’ share in value
added by manufactures. Wage disputes under

these conditions have continued to be the single .

most important cause of all industrial disputes.™
These conclusions are based onits analysis of

(a) Changes in Productivity: “Adjusting the
increase in net output for price changes
during the period 1952 to 1964—and in
this case, it would be safe to use the
index number of wholesale prices (for
manufactures)—we find that production
per worker has increased by about
63 per cent between 1952 and 1964. A
part of it must have been contributed
by labour whose real earnings have re-
mained almost staticduring the period’.

Decline in Labour Cost: **An analysis of
data in the Census of Indian Manu-
factures upto 1958 and its successor, the
Annual Survey of Industries, for later
years shows that between 1952 and 1958,
money wages as a percentage of totalout-
put dropped from 13.7 to 11.4. Between
1960 and 1964 on the basis of the new
series of the Annual Survey of Industries,
the drop was from 10.9 to 9.7. The

(b)
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decline varies from indusiry to industry
but has been registered in all cascs,
except inthe case of someunitsin maich
industry where wage costs it§ 2 propef-
tion of the cost of rcproduction have
gone up. Evenafter adjusting the gross
output in 1964 for prices (1952= 100)
and working out the share of wages to
the output, so adjusted, there is a fall
between 1952 and 1964,

(¢c) Share of Wage: “Finally, one has to
take into account the share of workers
in the value added by manufacture.
And in this indicator, only two shares
count: (i) of employers and those who
have provided capital in the expectation
of dividend (ii) of workers. The per-
centage of wages to the value added by
manufacture, on the basis of the CMI
Dala, shows a decline from about 50
per cent in the period 1949-50 to about
40 per cent in 1958, This trend scems to
have continued in the subsequent years
as revealed by the data from the ASL
For instunce, wages as a percenlage
of value added declined from about 40
per centin 1960 to 36.5 per cent in 1964,
the latest year for which information
is available. Even if the money value
of benefits and privileges is taken into
account, the conclusion remains the
same, though the decline then becomes
less sharp.”

In the opinion of the NCL: “The nct effect
of the operations of the industrial disputes
machinery on wages of factory workers has
been that in 1965, the industrial workers at the
lowest levels were earning hardly a real wage
corresponding to that of the yoar 1952,

In the current year the growth rate of
industrial production has shown alarming
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decline even onthe extremely low figures of the
previous years. From 6.4% in 1968, 7.1% in
1969 and 4.8%7in 1970, it has come down to the
negligible figure of 1,089 during the first half of
1971, Indeed, except in some consumer goods
industries, there is an overall decline.

The Federation of Indian Chambers of
Commerce and Industry recently undertook a
survey of utilization of installed capacity in
about 200 units. This survey reveals that
“Number of industries utilizing 509 or less of
theit capacities rose from 71in 1969 (36 % of
the total) to 78 in 1970 (39 of the total)y”.
Among the reasons advanced by the industria-
lists themselves out of 50 units surveyed, the
break up was: raw material shortage: 30; fall
in offtake: 11; power failures and shortage: 6;
transport bottlenecks: 3; paucity of working
capital: 5 and [abour troubles: 4.

In the textiie industry 87 mills out of a total
of 668 are closed. The number of workers
effected is nearly 109 of the total workers in
the textile industry, In ether industries also a
number of factories are closed.

It is necessary to go into this background
because in each country, at any particular time,
the concrete situation and thercfore the tasks
differ. In India the brief analysis above shows
that:

(a) Unemployment is increasing
(b) Rate of growth of production is falling

mainly due to underutilization of
installed capacity and closures.

(¢) Wagesare stationary while value added
inrelation to wages is increasing and the
share of wages in the total cost of pro-
duction s falling,

There have been many drawn out struggles
in various industries against the attempt to
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impose rationalization. In the 15th ILC (1957)
a “Model Agreement te Guide Employers in
Regard to Rationalization™” was adopted. This
is the so-called formula for “Rationalization
without Tears”.

However, the trade unions are ynanimous in
their appraisal that the formula has been a
failure. First of all it is too vague and general,
Sccondly there is no sanction for enforcement.
Even the various labour courts and industrial
tribunals have refused to be guided by it.

Rationalization has, therefore, gone on much
in the same way after this Model Agreement as
beforeit. And resistance from workers has also
gone on in the same way. In most places this
resistance and struggle has not succeeded in
staying off rationalization. 1t has only succeed-
¢d in giving workers some shares of the saving
accruing to the employer.  Of course no share
of the benefits passed on to the consumers in
the shape of reduced prices or improved quality,

The allied issue of automation has attracted
heated opposition from all shades of the trade
unjon movements. Automation in India is
mostly in the shape of computers for table work,
and has not yet become significant in produc-
tion. For example in the textile industry, the
percentage of automatic looms is omly 17.3
as compared with the world average of 59.2,
The bitter opposition and struggles against
introduction of computers led to the convening
of a special session of the SLC (May 1967).
The issue was again discussed at the ILC
(April 1968) and the SLC (July 1968).

As a result of all these discussions the
Government of India had appointed a Commit-
tec to go into the entire question of the feasi-
bility and necessity for automation, and for
laying down conditions under which it should
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if found necessary and permissible, in certain
areas of work, But employers are going ahead
with computerisation without even waiting for
the conclusions of the Committee. The issue
of automation cannot be viewed as merely a
technological issue. It has serious sociological
implications, In a country like India, where
there is huge and growing unemployment, where
capital formarion is low, the introduction of
automation which results in labour saving and
reduces existing potential employment has
many aspects for consideration. The issue
cannot be disposed off simply as one of “tech-
nological advance™, ‘‘capacity to compete”
in export-oriented industries or of “‘increasing
productivity”. The whole gamut of social,
political and economic condition has to be kept
in mind.

Phe trade unions have raised several points
which are relevant to the question of automation:
(a) Conditions in India are totally different
from those in the developed capitalist country.
Here the rate of capital formation is low; the
labour is surplus and comparatively cheap.
(b) Phere is a large amount of unemployment
and at the same time exists considerable idle
capacity and a very low rate of utilization of
installed capacity. (¢} Despite the rise in produ-
ction and productivity during the last two and
half decades, real wages have remained statio-
nery. Prices have gone up and the quality has
not improved vis-g-vis tise in prices. Neither
the worker nor the consumer has received
any share of the gains of the rise in productivity.,
(d) thereis considerable and growing concentra-
tion of wealth in the growth of monopoly
capital.

All these fuctors call for a new look into the
problem which takes into account the prevailing
conditions. No academic discussion which
ignores these harsh realities is going to be of the
least relevance.

AND INDUSTRIAL RELATIONS

There are still other factors which are of
equal importance. For example, there is no
standardization of jobs, materials or machines.
There is no minimum fall back wage for piece-
rated production workers. Wage rates differ
from industry to industry for ths same job,
from area to area in the same industry,
and even from one unit to another of the same
enterprise. There is great paucity of facilities
for retraining both outsideand in-plant, There is
no unemployment refief even for those who were
once employed and lose their jobs.

In such a situation, no system of sharing the
gains of productivity or any incentive scheme
can work effectively and smoothly. Increase in
productivity is not an end in itself, It can be a
means to securc better level of living and work-
ing for all. To beableto be of use for this, the
social and economic conditions under which
the workers work and the enterprises operate
are very material. A discussion apart from
these conditions will reduce itself merely to a
technical discussion and will not take into
account either the existing social conditions or
the goals which the nation has set before itself,

INDUSTRIAL RELATIONS

Recognition of Trade Unjon: In India there
is nto law which provides for statutory recoghni-
tion of a trade union, In Maharashira, Gujarat,
and Madhya Pradesh there is a law which
provides for recognition of a representative
union on the basis of verification by the
Government of rolls of paid membership of the
union. The Code of Discipling provides for
voluntary recognition of trade unions in the
country through verification of membership
rolls. But recognition under the code has hardly
been granted; and in any case the verification
method whether in the state laws or in the code
has been rejected by all National Trade Union
Centres except one. It is essential that there
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should be an obligation on the employers to
recognise the union. This is all the more so
because of the great multiplicity of unions,
This raises the problem of laying down the
criteria for recognition of a union, Although
onth’s question wide differences still persist, the
best appears to be the secret ballot for determin-
ing the bargaining agent and its recognition,
Nevertheless smaller unions must also be asso-
ciated with the collective bargaining process.
It must be understood that in the absence of a
recognised union, actingas the agent for collec-
tive bargaining on behulf of the workers, and
specially in view of the great multiplicity of
unions, it is not possible to have stable industrial
relations. N1 must, all the same, be recognised
that the only sanction behind collective bargain-
ing is the right to strike. Workers must have
the unfettered and unconditional right to strike
in all industries and services. Any restriction on
thisright in the name of increasing production,
or regulating industrizl relations etc., cannot
in fact work and is an attempt to deny (o the
workers the most cifective weapon to defend
their interests.

Workers™ Participation: There has been some
experimentation with workers® participation in
management through Joint Management Council
and so on. The Second Five Year Plan (1956)
stated that “for the successful implementation
of the Pian, increased association of labour with
management is necessary.” The Third Five
Year Plan (1961) said that “*workers participa-
tion in management should be accepted as a
fundamental principle and an urgent need.”
The matter was discussed at the ILC in 1957
and it was decided to try the experiment of
workers’ participation in management in 50
selected units. However by 1960, JMCs had
been introduced only in 7 public sector and 17
private sector undertakings, The common con-
sensus is that the experiment has failed.
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Now the Government of India has come out
with the proposal to appoint workers’ directors
to the Boards of various public sector under-
takings, All the trade union centres are critica]
of this proposal. A joint meeting of representa-
tives of INTUC, AITUC and HMS held on
August 5, 197! had this to say about the pro-
posals:

“The participants also discussed Govern.
ment's proposals for labour participation in
management by appointing an clected re-
presentative on the Board of Directors of
Public Sector companies and felt that such

a step will not really amount to labour parti-
cipationin management. On the other hand,

there was unanimous view that labour parti-
cipationin management should beat ail levels
starting from the shop floor level to the
highest policy-making body, viz., the Board
of Directors....”

In this context the question cannot be limit-
ed only to acceptance or non-acceptance of
worker-directorship in concerns; but has to be
viewed as a whole. The real step forward must
bein the direction of workers' controlasa whole
in partnership with the bourgeoise in the
present stage of developments in India,

The main princple must be that the represen-
tation of the worker must be at two levels—one
at the level of the floor of the shop, office or
service and second, at the level of the manage-
ment above. Both these representations or parti-
cipations must be based on the elective principle
of the workers’ choice. And it must carry with
it the necessary authority. The various level
of participation could be as follows

() On the floor-level workers should be
' represented by the elected works com-
mittee whose sutordinate or basic floor
part should be the shop committee, The
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(i1)

(iif)
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works committee should be the shop
committee, Phe works committe should
consist of the representatives of workers
only und should be directly clected by
workers. The shop committees as parts
of the works committees should have the
power of supervision, endorsement and
implemeniation of collective agreements
arrived at by the recognised unions,
Further, where these committees feel
thut an itern of the agreement pertaining
to their sphere and relating to conditions
therein, e.g. norms of production, effici-
ency, supply of standard materials, lay-
out of machines, supply of tools, cte.
is not in accordance with the conditions
actually obtaining and requires revision,
they shall take up the matter first with
the shop-floor part of the managsment,
Failing that, they will take if up to the
works committee, whe if the problem is
not resolved will take it through the
union, These comumittees shall alse
handle all matters pertaining to discip-
line raised by the management, and
individual grievance raised by the
workers, within their respective spheres.

The second unit of workers™ control or
participation in management is the
recognised union,

The third unit is the workers” director
in the Board of Directors who will be
nominated by the recognised unios.

Such should be the basic features of the
scheme of workers® participation in manage-
ment both in the public and the private sector.

To Summarise and Conclude:

()

(d)

(€)

()

§4]

Experience shows that a suitably trained and he
less etficient than an Amercan or European workman,
is not always given to possession by the managers of a thorough know-
ledge of human relations, particularly emotions and psychology,

nately

workers, individually and collectively.

— PRODUCTIVITY, Vol.

There is complete agreement among all
trade unions for a legislation providing
for compulsery recognition, of a trade
union by the employers.

The question of workers’ participation
in management in the private sector is
ruled out,

Theworkers’ participationin the mana-
gement of public sector enterprises can
only be on the basis of a complete sclieme
which ensures such participation at all
levels of management from the shop
floor to the top.

Obviously, the first field to tackle is
that of industrial relations, For, with-
out providing for a system which
ensures rccognition of a union, and
guarantees full trade union rtights,
there can be no advance based on co-
operation from the workers,

In the specific conditien of India, such
covperation can only be sought and
given 1n the public sector on the clear
basis of defence of workers’ rights and a
betterment of their wages, working and
living conditions,

Only on this basis, and witlin the frame-
work of a complete and democratic
scheme of workers' parficipation and
management as  outlined above, can
there be the possibility of sceking
workers™ cooperation,

The method to be adopted must be
commensurate with the natinnal objee-
tives of maxinusing employment, secur-
ing a fair wage and preventing concent-
ration of wealth in the hands of o few. @

althy Indian artisan is in no way

Due importance, unfortu-
displayed by the
Vil, No



A General Manager Looks
at the Industrial Relations Scene

B. R. Tulpule*

There exists a state of ambivalence in public policy refating to industrial relations wherein,
on the one hand, free collective bargaining is regarded as the most effective system for developing
sound industrial relations and, on the other, 2 deeprooted reluctance to 1 ecognise that work stoppage
either through strike or lockout is the ultimate sanction in colleclive hargaining and that devoid of

this ultimate sanction, collective bargaining becomes unreal

How to resolve this paradex and

what should be the fature strategy in the field of industrial relations is the central theme of this paper.
The author is among those few who have not only deep understanaing of management science but
also vast experience in trade unionism, being himself a prominent {rade union lec der before assuming
office as the General Manager of Durgapur Steel Plant.

AN essential pre-requisite ot sound industrial

relations based on effeclive collective
bargaining is a degree of parity in bargaining
strength on the two sides. If there is a pre-
ponderance of bargaining strength on one side
in relation to the other, that side cam, and
therefore normally will, impose its will upon
the other side on every issue in dispute. This
disparity, moreover, will feed upon itself, each
instance of imposition of the will of one side
upon the other making the latter less able to
resist such imposition in subsequent disputes.

Bargaining A Pressure Process

Effective collective bargaining is basically
a pressure process. It is true that this pressure
may not take the actual form of a work-
stoppage at each stage or on every issue in
bargaining. It is also true that pressures other

*General Manager, Durgapur Stee| Plant

than work-stoppage- -such as reasoning, pre-
cedent, established norms or principles accepted
as public policy by society - also have a certain
amount of efficacy in the bargaining process.
But the ultimate form of pressure when other
kinds prove ineffective in clinching a bargain,
ie,, resolving a dispute, is the possibility of
work-stoppage. The ability of either side to
exert pressure at the bargaining table is, there-
fore, in the cltimate analysis, its ability to
face a work-stoppage. Even at the stages of
bargaining prior to a work-stoppage, the very
possibility of it if the parties cannot reach a
bargain, and their perception of their relative
ability to face it, influence their behaviour
during bargaining,

Painful Ambivalence

In our country there has been a well-
recognized ambivalence in public policy in the
field of industrial relations and collective bargain-
ing. There is, on the one hand, professed
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faith in collective bargaining as the most
effective system for developing scund industrial
relations. There is, on the other hand, a
deep-rooted reluctance to recognize that work-
stoppage by either side is the ultimate sanction
in collective bargaining and that devoid of this
ultimate sanction, collective bargaining becomes
unreal. This reluctancetorecognize the essential
nature of the bargaining process has given rise
to elaborate legislative and administrative
devices to restrict the freedom of the parties
to resort to the ultimate pressure. There are
no doubt various cogent arguments in favour
of thus restricting the parties’ freedom to
resort to work-stoppage. The fact, however,
remains that these restrictions do not help
promote effective collective bargaining.

The real ambivalence of present policies in
this area lies not so much in these restrictions
upon the freedom of work-stoppages, as in the
reluctance to enforce them for fear that they
may inhibit collective bargaining. Thus, we
neither get the benefits of a self-reliant system
based on free collective bargaining, nor those
of a regulated system based on prompt and
effective State intervention and suppression of
overt conflict—dubious as the latter benefits
may be,

This ambivalence of approach affects in-
dustrial relations in the public sector more than
in the private sector, because the managements
in the private sector can, at least so far as their
own policies are concerned, make a choice
between these alternatives and plan their own
behaviour vis-g-vis their employees accordingly.
They can either accept, by and large, a collective
bargaining approach and build up their own
bargaining strength adequately to make it
effective, or they can mainly depend upon
Government intervention, conciliation. adjudica-
tion, etc. They cannot thereby completely
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opt out of the ambivalence since the adminis-
trative processes of the Government which
themselves suffer from this ambivalence do
enter into their industrial relations processes
and style. All the same, they can at least build
their own approach and style on a deliberate
choice. Public Sector managements, however,
find this ambivalence built in their industrial
relations systems. They dare not push the
collective  bargaining precess to its  logical
extreme of work-stoppage even on issues on
which they are convinced that they have made
more than fair offers in good faith for a settle-
ment. On the other hand, they cannot lean
much on the legal and administrative processes
for fear of being branded as amti-collective
bargaining.

Lest this thinking about industrial relations
is misunderstood to be a plea for a *free-for-all’
between labour and management, I would
hasten to add that industrial conflict is not
minimized by constant leaning on law and State
nor by either side showing a tender-minded
anxiety to avoid conflict at all costs.  Experience
in our country as elsewherc is that conflict
is minimum and industrial relations are sound
where each side is aware of and has a healthy
respect for the bargaining strength of the other
side as indicated by its ability to withstand the
ultimate pressure, the pressure of a work-
stoppage. This Is also the best guarantee
against the management not imposing gross
inequities on the workers as also against the
workers and their organizations not holding
the management to ransom over exorbitant
claims.

Industrial Relations in DSP

Industrial relations at the Durgapur Steel
Plant are far from healthy. Work-stoppages
in pockets are common; worse forms of coercion
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like gherao and physical threats of vielence are
not uncommon; agreements over disputed issues
are long and difficult to arrive at and are not
fully honoured after theyare concluded. Ele-
mentary discipling in matters Jike attendance
hours and absence without leave is often dis-
regarded ; there have even been occasions when
groups of workers have been found to cook
meals inside the shops, work performance
standards are generally poor and management
instructions regarding work are often defied;
there is continuous pressure for increased
manning, upgradation, overtime, and higher
incentive payments even at the present level
of output; no objective norms or yardsticks
exist or are accepted for resolving disputes
over these issues. Inter-umion rivalries are
acuie and aggravated by party political factiona-
lism and hostilities. Labour laws, standing
orders, cven aggreements are difficult, it not
impossible, to enforce: inter-group relations
are fraught with distrust; changes, technological
or organizational, are very difficult if not
impossible to introduce regardless of their
merits; sense of belonging is conspicuously
absent; laxt, but not least. managers individually
and management colicctively often feel helpless
to deal with these ills and abuses.

Diagnosis

A closer study of this situation would rcveal
the following salient features:

*There is no cifective framework for collective
bargaining since no one union can effectively
represent the large majority of workers,
negotiate and enter into agrecements and
ensure that workers will honour such agree-
ments.

* Management adopted the approach of
trying to find ad hoc solutions to various
demands put forward by the unions without
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getting the unions to agree to any objective
system of yardsticks or measurement, on
manning, upgradation, incentives, etc.

Because of the two features mentioned
above, the process of negotiations and dis-
cussionshas become exceedingly slow causing
frustration and irritation all round. This
is sometimes aggravated by the less-than
adequate understanding, and consultation
between personnel department and the line
managers.

There is an impression that the only way to
draw serious and prompt attention to &
problem is to precipitate a crisis over it.

Middle and even senior managers are usually
reluctant to take a firm stand in the face
of unjustified pressures by workers for en-
forcing work-norms or discipline. This is
due to:

* An attitude of non-involvementand play-
safe,

* A feeling that top-management will not
back up a firm stand if it leads to indus-
trial conflictand causes loss of production,

* Fear of damage to plant and equipment
due to wild-cat work-stoppages.

* Fear of physical violence.

* Ignorance of laws, rules, their own powers
basic concepts and skills of personnel
management, etc.

* There is very little effort to look out for
emerging problems, anticipate them, main-
tain communications with known floor
level leaders of workers and find solutions
to problems before they escalate to the
pitch of crises. There is, in fact, no formal
framework for continuous and earnest
floor-level consultation with workers.
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* Aversion on the part of unions to get involved
in and play a role in any positive devices like
grievance procedures, floor-level committees,
suggastion schemes, safety committees, ete

*Workers have been accustomed to forcing
various kinds of concessions from management
by resorting to pressurc action on the shopfloor
and hence, have no use or patience for the
supposedly slower processes of collective bar-
gaining. Since floor level pressure has vielded
concessions in the past, there’s no sanctity
attached to collective agreement:.

*There is perhaps 2lso a feeling on the part
of munagement that unless we continuously
gn on extending higher and higher benefits
to workers, we may be called reactionary and
anti-labour.

Unions® Strategy

Let us try to look at the picture from the
side of the unions. There was perhaps a
stoge many vears ago when the workers felt
that the right of the workers to determine their
own bargaining union was denied to them,
Rigid rules and procedures and lack of collec-
tive bargaining traditions in the public sector
in the early vears may also have been irksome
to workers, Later, in a political climate
which gave a more-then free play to the aggre-
ssive urges of politically involved trade union-
ism, the workers fouvnd that they could generate
various kinds of pressures, both industrial and
physical, net to speak of political, against
management. They found, further, that manage-
ment had no clear convictions or strategy to
counter such pressures and tried to deal with
them on an ad hoc basis instead of cvolving
a comprehensive institutional and normative
framework of collective barguining. It is note-
worthy that no major confrontations between
management and workers took place over major
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issues like wages, hours of work, retirement
benefits, incentive principles and so on, On
the other hand, in ad hoc, sporadic confron-
tations over issues like manning, upgradation
and overtime, workers found that they could
usually force concessions from management
by threatened or actual work-stoppages and
physical duress in the form of gherao, etc. In
this climate workers naturallv keep on pressing
the unions for more and more concessions.
Under these pressures and in the face of the
known weakness of management to resist
sporadic work-stoppages on the shop floor, it
ts difficult for unions to behave with res-
ponsibility.

Let Us Set Our House in Order

To reduce the whole problem to the single
question of parity of bargaining strength would,
of course, be an oversimplification. Other
problems which are internal to management
have also to be recognized. There is a wide-
spread feelingt hat the management has no
definite and consistent industrial relations policy
at all. The HSL emphasis on inter-plant uni-
formity and on a highly intricate incentive
system developed by outside consultants has
also hampered the initiative and manceuver-
ability of the manzgement in dealing with the
specific claims of workers. The cffectiveness
of Personnel Department and its relztion with
the line management as a whole are also to be
further improved. The administrative process
within the organization as a whole depends
excessively on paper work and not enovgh on
inter-personnel communications ¢nd consulta-
tion among different departments or at different
levels in the same department. There is a
general inclination to look the other way when
some improper or undesirable practices are
known to exist in some areas. The time factor
in processing of ali problems is unquestionably
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long. This organizational environment is not
conducive to the development of a healthy
industrial relations climate.

Parity of Strength a Must

All the same, it must be asserted that what-
ever is done on the above points will by itself
be wholly ineffective unless the basic disparity,
real or perceived, in the bargaining strength
of the two sidesis rectified. Unless the manage-
ment is able to show that it has the strength to
withstand pressures of various kinds intended
to force unjustified concessions, that it has the
ability as well as the will to enforce at least
the basic discipline within the organization
and to take and implement decisions in the best
interest of the organization, it will not be able
to prevail upon the unions to take a genuine
problem-solving attitude. Whatever streamliin-
ing the management does internally will not
by itself materially influence the attitude of the
workers or the unions. The critical factor in
the total situation, therefore, is the parties’
perception of their relative bargaining strength,

A Ray of Hope

It Is fashionable today to blame poor in-
dustrial relations on “management lapses”,
whatever that may be; nor may it be denied
that certain errors and omissions in the early
stages may have contributed to a general situa-
on of distrust, confrontation and semi-anarchy.
However, there is today a genuine willingness
among the management to accept and operate
an cffective collective bargaining system and to
give a fair deal to employees judged by any

bjective norms. The management would even
want to involve the workers and the unions in
more direct and extensive way in all the
spects of the operation of the organization
vided the basic readiness to get so involved
na positive way is forthcoming from the unions.

291

There is no reason for the management to be
apolegetic, for it accepts without reservation
all the present-day precepts and standards of
fair labour practices. But all these cannot
become meaningful unless the management also
has the strength to withstand illegitimate
pressures,

Strategy for the Future

Based on this analysis of the situation, the
directions in which the management can act
are clear enough. In the positive direction the
management has to work for an institutional
framework in which it can carry on the dialogue
with all the organizations of workers over issues
not only involving disputes but also involving
the operation of the plant itself. The manage-
ment has also to streamline its own policies
and practices so as to make such institution-
al framework operationally effective. To help
achieve this, the management has to insist
upon the formulation and acceptance of some
objective yardsticks or measurement systems
to deal with disputes regarding upgradation,
manning, incentive, overtime, promotion, etc.
The recent tripartite agreement creating a three-
tier framework for such continued consultation
is intended to serve this purpose.

On the negative side, to make the above-
mentioned institutional and normative frame-
work effective the management has to refuse
to submit to sporadic pressures through work-
stoppages, gheraoes, etc. intended to force
concessions from the management without pro-
cessing the issue through the institutional
framework.

For some time past the management has
been trying to follow this strategy with deter-
mination and with sone success. 1It, of course,
needs support from the HSL as a whole, the
State Government as well as the Central Govern-
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ment to enable it to stick to this strategy.
Further. since this strategy, to begin with, will
have to break down long established attitudes
and habits of behaviour both among the workers
and the unions on the one hand and the managers
on the other, it will only make slow progress
and will involve occasional conflicts on the
shop-floor, tesulting in loss of production.
This has to be accepted as part of the price to
be paid for bringing about the change in the
total industrial relations climate. Even without
this strategy production losses will still take
place us has been the experience of the past
leading only to greater anarchy. Accepted as
part of a deliberate strategy, we could at least
hops for a healthier and more equal relationship
in the future as compensation for the immediate
loss of production. The DSP management
will, however, not be able to stick to this stra-
tegy if because of the immediate loss of pro-
duction, pressures start building up upon it to
¢o back to the old style of ad hoc compensation
and compromises to give the appearance of
continuity of operation of the plant.

One Last Point

What has been outlined above is in no way
a ‘get-tough’ style or an anti-labour attitude.
It is no part of genuine trade-unionism to con-

Even the Chairman’s Pencil has an eraser on it.
is why they put erasers on pencils—even the Chairman's.
We cannot be right all the time.

admitting mistakes.
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tinuously keep up a climate of industrial con-
flict and low productivity; nor is it any part
of genuine trade unionism to enler into agree-
ments without having the intention of honouring
them. What is more, these taclics by the
workers and the unions might appear to make
some immediate gains for some groups of
workers who are strategically placed inside the
plant. They, however, do not do any good
to the totality of employees in the organization.
If anything, they do harm through continued
low productivity and a stagnant plant. Through
sporadic pressures the unions are perhaps able
to force the management to upgrade a few
hundred workers or to recruit a couple of
hundred additional persons; however by creating
a condition of stagnancy these tactics preempt
the employment of several thousand persons in
the steel-consuming industries, the earlier policy
of management and the siyle of the trade-
union behaviour has spelt only disaster and
ignominy. By following a more consistent
firm and fair policy, the management will be
breaking the present stagnation and opening
up the ways for expansion of the plant, lor a
fairer deal to the non-strategically placed em-
ployees and also to the industrial growth and
larger employment opportunities in the com-
munity as a whole. ®

We all make mistakes. That
Don't be afraid of

The man whao is right

only 60 per cent of the time can be a howling success if he is quick 1o correct

his mistakes the rest of the time.
man who admits his mistakes quickly.

The funny thing is, people really respect a
It's the mark of a big man.

— Business is People, TELCO Publication,



Organised Labour in Singapore
—Past, Present and Future

C. V. Devan Nair*

The organised labour cannot be a significant power in any society without bourgeoning areas of
employment created by economic development. The *right to work’? and the “rightto organise®® and
all the other sacred cows of trade unions in the developed countries are the RESULT and not the
CAUSE of econcmic growth and progress., And yet, as far as third world nations are concerned
it is generally assumed that these 'sacred cows’ can exist and thrive without even the grassi.c.
economic development to feed them. But what, it may be asked, is the utility of the “'right to work"
when there arc no jobs to crow about ?  And what use and to what purpose, is the “‘right to orga-
nise’? when there is precious little to organise in any case ?** These are some of the key guestjons
that nof only confront the Island Republic but, in equal measure, if not more, to all the developing
world, The trade union movement in Singapore under the able guidance of the author of this arti-
cle is striving to provide answers to these questions by launching 2 movement, come to be known
as the <‘Modernisation of Trade Union Movement’’. The dynamics of this movement rests on the
conviction of Singapore workers and their leaders that wealth before being distributed must be
created and that labour must accept its responsibility in creation of distributable wealth. In
essence, they have realised that it is better to deserve first rather than desire first, The experiment
that the SNTUC is carrying out in ‘moderpising’ ifts Structure and Functions in order to keep

pace with the existing socio-economic realities of Singapore, has great relevance to other devel-

oping Asian countries as well and in fact the

PRODUCTIVITY.
VR past is an inheritance, a good deal of
which was far from admirable, and had
be discarded. The present is largely our own

:ation. The future might be even more so.

Little enlightenment regarding the role of
zanised labour in a developing country is to
derived from the modern West, for the good
ion that western trade unions are the pro-
ucts of a quite different evolutionary process,
nd they operate today in the milien of the
it affluent societies in the modern werld.

Trade unions in several developing coun-
*ies have, to their own serious detriment, un-
tically echoed the slogans of their western

s~Genegral, Singapore National Trade Union
R

raison d'ctre for publishing it in the

counterparts like, “the right to work”, “funda-
mental trade union rights™ and so on. Nothing
objectionable about these rights ! Only, it is
not realised that the right to work, for example,
is unrealizable in a developing country plagued
by mass unemployment. And talk about “trade
union rights” is only of academic interest in a
society in which the gainfully employed portion
of the population is a meagre minority. Only
slowly and painfully are trade unions in the
developing countries discovering that the aspira-
tions and the priorities of organised lubour in
situation of abundance are irvelevant in situations
of searcity.

The brute fact is that organized labour can-
not be a significant power inany society without
bourgeoning areas of employment created
by economic development. “The right to work”
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and “‘the right to erganise” and all the other
sacred cows of trade unions in the developed
countries are the RESULT, and not the CAUSE
of economic growth and progress. And vet, as
far as Third World nations are concerned, it is
generally assumed in the developed countries
that these sacred cows can exist and thrive
without even the grass i, e. cconomic develop-
ment, to feed them. But what, it may be asked,
is the utilitv of “the right to work™ when there
are no jobs to crow about 7 And of what use,
and to what purpose, is “the right to organise”
when there is precious little to organise in any
case ”

History bears copious testimony 1o the fact
that the finer things of life do not thrive on
empty bellies in impoverished societies. The
rights and liberties, justly volued by civilized
humanity, can only flourish on the fertile soil
of ecconomic development and the social and
material well-being which it engenders. But
historical testimony notwithstanding, the more
superficiul observers of the Third World, in the
advanced societies of the West. insist on putting
the cart before the horse.

Singapore—Past and Present

A little more than a dozen years ago, Singa-
pore was jast like any other developing country.
We were notorious for our depleted Treasury,
growing unemployment. slogan-shouting and
strike-happy trade unions, riot-prone students,
and widespread social indiscipline. In fact,
Singapore was then regarded as one of the risk-
iest places in the world for investment.  The
experts, both local and foreign, predicted all
kinds of calamities for us, like growing social
unrest, and, at worst, a communist take-over.

Then, in the wake of political turbulence,
there was the short-lived merger with Malaysia,
followed by eviction from the Federation. A
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punch-drunk Singapore then reeled under the
announcement of impending British withdrawal
and the threat of massive unemployment,

And yet, today, Singapore has become an
international by-word for rapid economic deve-
lopment, a model of political stability, of social
discipline and cohesion, and of development-
oriented social and educational programmes,
which other developing countries seek to emu-
late. What role did the trade unions play in
this transformation ?  What were they like
before, what are thev like now. and what might
they be in future ?

We might distinguish three broad phases in
the development of our irade unions :

(a) The celonial era and the communist
domination of organised labour ;

(b) The immediate post-colenial era which
saw the emergence of the NPUC; and

(¢) The current phase of :he modernisa-
tion movement.

The Colonial Era

After World War II and the British re-
occupation, trade unions were, for the first
time, allowed by the British colonial authorities.
Most of the trade unions in the private sector
were quickly dominated by the communists and
their allics. Between 1945 and 1948, the Singa-
pore Federation of Trade Unions (SFTU),
which worked closely with the Pan-Malayan
Federation of Trade Uniens (PMFTU), acted
as an open political vehicle of the Malayan
Communist Party. But with the start of armed
insurrection by the MCP and the declaration
of the Emergency in June 1948, this militant
phase came o end. Leaders of the SFTU
and the PMFTU either went underground, or
were arrested and banished.

Between 1948 and 1954, with the cormunis
operating only frem the underground, there wa
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a period of passivity on the trade union scene
in the private sector. Only in the public sector
The
most vigorous trade union in the pubic sector
was the Singapore Teachers’ Union, and this
too, because the leadership was in the hands of
commuimnist sympathisers who were arrested
and detained in early 1951, after which the
Singapore Teachers’ Union also lapsed intoa
relative quiescence.

With the emergence of the People’s Action
Party as the forum of the anti-colonial struggle
in 1954, there was a revival of militant anti-
colonial trade unionism. This was not peculiar
to Singapore, for organised labour provided a
natural vehicle for the anti-colonial independ-
ence struggles in nearly all the colonial territories
of Africa and Asia. Gandhi and Nehru in India,
Nkrumah and Nyerere in Africa, as well as Lee
Kuan Yew in Singapore, worked in close asso-
ciation with trade unions in their own countries
for the common political objective of freedom
from colonial rule, shared alike by communists
as well as non-communists.

However, this phase of militant trade union
activity proved to be brief induration. In Octo-
ber, 1956, the colonial authorities cracked down
heavily on the trade unions, arresting and de-
taining all the major trade union leaders.

Once again, apart from the public sector
anions. which remained untouched by com-
munist influence, trade unions in the private
sector entered another period of quiescence
until M2y, 1959, when the P won a majority
of the seats in the Legislative Assembly, under
the Rendel Constitution, which provided full
internal self-government for Singapore.

The Paost-Colonial Era

Colonialism was on the way out with the
chievement of full internal sclf-government.
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The common cause against colonizlism now
gave way to a crucial political battle within the
reling purty, between the communisis and the
non-commumnists, for the support and confidence
of the population.

A communist take-over would have meunt,
among other things, massive repression by the
combined forces of the British and Maulayans,
who would not have tolerated Singapore as a
springboard for communist encroachments into
the Peninsula,

The politicul struggle between the comunu-
mists and the non-communists was naturally re-
flected within the Singapore Trade Union Con-
gress (STUC), between pro-communist and non-
communist elements of the trade union leader-
ship. When the pro-communists left the P.AP.
in 1961, to found the Barisan Sosialis, the STUC
also dissolved, with the pro-communist efements
forming the Singapore Association of Trade
Unicns (SATU), while the non-communists
Joined together to form the National Prades
Union Congress (NTUC).

The Growth of the NTUC 1961—1965

When the NTUC was born, it represented
only a minority of the organised workers in the
Republic. Its transformation, from a minority
group into a majority movement, representative
of the great majority of organised labour in
Singapore by 1965, ran parallel to the clear
political ascendancy achieved, over the same
period, by the non-communist leadership of the
demeocratic ieft. This political history is told
elsewhere. We will concentrate here on the
NTUC's growth, although it must be borne in
mind that the NTUC's success would not have
been possible if the wider political battles
against the communists had not been won in
a decisive manner by the non-communist Left
tepresented by the PAP.
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Once this wider context 15 understood, the
more immediate reasons for the progress re-
gistecred by the NTUC between 1961 to 1965
might be discussed. This progress is directly
traccuble to two major factors, First, the
NTUC’s concentration on the cconomic as-
pirations of the workers for better wages and
working conditions. The pro-communist ele-
ments, on the other hand, made the mistake of
flogging the same old horses of colonialism and
imperialism, without regard for the fact that,
as far as the general run of the population was
concerned, the anti-colonial struggle was over,
for all practical purposes. Full internal self-
government had already been achieved, and
Singapore waus ruled by a fully clected govern-
ment.

The workers quickly saw that the NTUC
was more successful in delivering the economic
goods, while the pro-comuinunist unions offered
them only stale political slogans and political
strikes, which left them the poorer, and often
envugh, without jobs. For a number of fac-
tories felt obliged to close down in the fuce of
unreasonable strikes.

Thesecond factor was that the NTUC leader-
ship placed as rigorous an insistence as the
communists themselves did, on high standards
of persenal integrity and conduct among trade
union leadership and officials.  The image of
non-communist unions in the colonial era, with
some exceptions, had been badly tarnished by
corruption and incompetence. The NTUC
succeeded in erasing this image, und in creat-
ing a labour movement which showed as much
dedication to the cause of labour, as the com-
munists had successfully pretended to in the
past. Equally important, the NFUC displayed
greater intelligence than the communists in the
pursuit of the conomic aspirations of the
workers,
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Post-Independence Decline of Trade Unions in
the Third World

Notwithstanding the relative success achiev-
ed by the NTUC up to 1965, and the trouncing
the communists received in the pelitical field
as well as in the trade unions, the NTUC had
yet to come of age. It was not until 1969 that
out-moded concepts, which conceived of trade
unions purely as bargaining institutions, with
no other social or educatienal functions or
objectives, were decisively discarded. Indeed,
between 1965 and 1969, the trade union move-
mernt declined in terms of membership, revenues,
morale, public prestige and worker-acceptance,
The communists had been decisively defeated,
but the non-commuinist trade union movement
led by the NTUC continuced, as it were, to
hobble along on crutches.

Marginally, at least, this decline was due to
the economic stringency which the Republic
faced after its eviction from Malaysia in 1965,
the announcement of the British puli-out, fears
of massive unemployment as i cohsequence, and
the passage of the Employment Act as part of
the investment promotion cfforts of the govern-
ment.

However, most trade union leaders were
conscious of the overriding need to exercise
wage restraint, stricter work discipline, and
for a general tightening of belts all round, as
the price that had to be paid for rapid industria-
lisation. The major reasons for the decline in
trade union membership and morale had there-
fore to be looked for elsewhere. For it was
also observed that trade union membership
and influence had declined in all developing
countries during the post-independence period.

The reasons were not far to seek. In all
developing countries, trade wnions, representing
as they did the relatively better organised urban
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workers, had been in the fore-front of the in-
dependence struggles in the colonial era. They
had, therefore. possessed a social and political
influence in their societies out of all propor-
tion to their actual numbers, for they enjoyed
the popular status and prestige of being among
the major national vehicles of anti-colonial
independence movements in their societies.
In the public mind, trade unions were identified
with the highest aspirations of their nations
and peoples for freedom and national inde-
pendence. After the achievement of indepen-
dence, however, national aspirations jn the
developing countries naturally underwent a
change. Freedom from colonial rule was no
longer a national objective. The major pre-
occupation became the question of what to
make of national independence. The national
priorities were modernisation and social and
economic development. But the trade unions
failed to identify themsclves in any significant
way with these post-independence aspirations
and objectives.  On the contrary, they regarded
themselves as having no more a national role
to play. They saw their task as being confined
to collective bargaining and to taking on em-
ployers as well as the political feadership, in the
pursuit of purely sectional interests. But
massive problems of social change and econo-
mic development had to be grappled within
newly independent developing countries. And
the trade unions tended to insulate themselves
from these pressing national concerns. They
occupied themselves, not so much with con-
tributing towards nation-building and the mak-
ing of the national cake, as with being present
at the distribution of the cake. This attitude
proved near fatal to the status, influence and
prestige of trade unions in most developing
societies.

The negative approach to economic develop-
ment, which has thus far been displayed by
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trade unions in developing countries, was in
no small part due to an uncritical adulution of
the attitudes, values and slogans of labour
movements in the developed societies of Westera
Europe and North America. In addition, they
received from their Western counterparis a good
deal of wrong advice on the priorities of commit-
ment and action which should engage their
attention. For these suggested priorities djd
not include any full-blooded trade union com-
mittment to national economic and sociul pro-
gress as the essential basis for the growth of
the labour movement in a developing society.

In trying to imitate their Western counter-
parts, trade unionists in the developing coun-
tries ignored the fact that, unlike the ad vanced
industrialised societies of the West, urbuan in-
dustrial workers in most developing countrics
constitute a negligtble minority of the working
population. The overwhelming mijority  of
the populations of developing countries are
engaged in agricultural pursuits. It is only
lately that Asian labour leaders have come to
appreciate the importance of extending their
representation to the rural arcas, if they are to
avoid being permanent minority movements in
their own countries. The example they now
seek to emulate is that of Israel's influential
labour organisation, the Histadrut, which
covers both the rural and industrial sectors in
its operations.

Pre-Conditions for Progress—the
Solution

Singapore

Unlike the generality of developing coun-
tries, however, Singapore duves not hu o an
agricultural base. As a compact urben sogiety,
the compulsions on Singapore tor rapid indys-
trial development were, ifanyihing, even greater.
These compulsions became especially acute after
the eviction from Malaysia, when Singupore
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found herself a small urban Republic, with no
natural resources to speak of.

The gist of the Singapore solution, as Lee
Kuan Yew and his co-workers in the political
field saw and formulated it, was plain and
straightforward — Industrialise or Bust ! Most
people thought Singapore would bust. We did
not. And thereby hangs the tale of a many-
sided and multi-pronged social, educational,
economic and cultural effort, which inspired
the confidence and the disciplined response of a
hard working people.

Basic to Singapore’s successful performance
were the following ingredients :
(2) An intelligent and incorruptibie poli-
tical leadership with :

{i) A multiracial approachto the pro-
blems of nation-building ina hetero-
genous society.

Secular political and social values
which were essentially democratic-
socialist in orientation.

(i)

A hard-headed, pragmatic and no
nonsense approach with regard to
the observance of the political, eco-
nomic, soctal, educational and cul-
tural prioricies deemed essential
for national progress.

(iii)

(b) A population of immigrant stock, un-
hampered by religious and cultural
taboos and shibboleths which inhibit
the social and technological innova-
tions necessary for modernisation and
economic growth.

An industrious working population
which accepted the bonafides of the
political leadership, and responded to
the call for hard work and the social
and work discipline required for the
development effort.

(©

ORGANISED LABOUR IN SINGAPORE

The Status of Organized Labour in Singapore and
the Practice of Tri-Partism

South Korea, Taiwan and Hongkong have
shown that economic growth is possible without
the involvement and participation of organized
labour. In these societies, trade unions as we
know them, are not encouraged. If at all they
exist, they are merely suffered, and more often
kicked about.

Singapore, however, subscribes to different
values. Theattitude to trade unionism is exem-
plified in the following words of Lee Xuan
Yew :

“It is the consciousness of our being co-
owners of the new society we are creating
that provides the drive for fulfilment. In
multiracial countries like ours, trade unions
have a special role in building up this spirit
of camaraderie amongst the workers. Deve-
loping the economy, increasing productivity,
increasing returns, these make sense only
when fair play and fair shares make it
worth everyone’s while to put in his share
of effort for group survival and group
prosperity.”

Now, in the nature of things, people who
are regarded as co-owners are not inclined to
be at perpetual war with other co-owners. We
have, of course, our aberrations in Singapore,
both among employers as well as trade unions,
who are prone to offend against the principles
of tripartism as the basis of a rational industrial
relations system. Government ministries and
departments occasionaily tend to go off the
rails themselves. By and large, however, it
would be true to assert that it is the conscious
and deliberate policy of the political leadership,
and of the trade union movement, to promote
the principles and practice of tripartism in the
Republic,
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Trade union representatives sit on all Sta-
tutory Boards, e.g., The Economic Development
Board, the Port of Singapore Authority, the
Public Utilities Board, the Telephone Board,
Industrial Training Board, Adult Education
Board, National Productivity Board and Central
Provident Fund Board.

The Modernization Movement—The Emergence
of the Co-operative Commonwecalth

Reference was made earlier to the decline
in trade union membership and activities bet-
ween 1965 and 1969, This decline was  related
to the general decline in the social influence and
status of organised labour throughout the deve-
loping world, stemming from negative and res-
trictive concepts relating to the role and func-
tions of organised labour.

Today, it is becoming internationally re-
cognised that the trade union movement in
Singapore has pioneered the emergence of a
deeper and larger vision of the role of labour in
a developing society. It is a vision which con-
tinues to be vigorously translated into practical
endeavours in a variety of fields.

Trade unions in Singapore are no longer
exclusively concerned with collective bargaining
functions, These functions remain important,
of course, for a trade union loses its raison
d’etre without collective bargaining on behalf
of its members, But thereisa growing awareness
of, and pre-occupation with, the performance
of the economy in general, and of the links
between earning-power, on the one hand, and
economic growth on the other, This in turn
has led to greater sophistication in the approach
to the collective bargaining process itself.

Next, more tangibly and visibly in evidence,
are trade union initiatives in launching a series
of highly successful co-operative ventures with
trade union capital,
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The structure of trade union co-operatives
in Singapore constitutes a unique departure
from conventional notions.  Although they
admit individual shareholders, who need not
necessarily be trade union members themselves,
the constitutions of the NTUC Co-operatives
provide for ultimate control being in the hands
of the NTUC and its affiliated unions, who are
institutional shareholders in all the co-opera-
tives. This unique structural innovation ensures
that trade unions and co-operatives do not
travel their separate and sometimes rival roads,
as has happened in other developing countries,
On the contrary, trade unions, as social institu-
tions, are able in Singapore to develop a  direct
stake in the launching and management of
co-operatives, and thereby to ensure for or-
ganised labour a distinct and notable contri.
bution to economic activity and entrepreneur-
ship in the Republic.

Within the short span of three years, the
NTUC and its affiliatec unions have launched
four co-operative undertakings, First came the
Co-operative Insurance Society, INCOME.
Under capable management, and with the active
support of trade unions and existing co-opera-
tives, INCOME has registered a degree of suc-
cess which has earned world-wide tributes.

Next came the NTU(C's Transport Co-
opzrative, COMFORT, which will enable taxi
drivers and drivers of school buses in the Re-
public, to become owners of their own vehicles.

Third was the Dental Co-operative, DEN-
TICARE, which seeks to provide cheap dental
treatment for workers and their families.

Recently, there was opened in Singapore
the first Co-operative Supermarket WELCOME
which promises to be the first of a series of
co-operative supermarkets in the Republic,

The next major ventures will be a Housing
Co-operative, which will aim to bring home
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ownership within the means of the middle-in-
come group, who are now precluded from own-
ing homes as a result of prohibitive land prices
and building costs,

On present trends, it is expected that by
1975 the number and the performance of trade
union co-operatives would be sufflcient to justify
the initiation of a Workers® Bank in the Re-
public,

Conclusion

Singaporeans can be justly proud of many
things, But one of the penalties of success is
to take things for granted, and to forget the
road we had to travel, in order to arrive at
where we arc today. It is a road we must con-
tinue to trave]l if we are to maintain what we
have already created, and to build a future of
expanded opportunities and of deeper indivi-
dual and collective fulfilment,

ORGANISED LABOUR IN SINGAPORE

The essential ingredients which went into
the making of modern Singapore will remain
essential for the Singapore of the future. The
cooks in charge of the Singapore broth must,
of course, change with the effluxion of time.
But if we tamper with the essen:ial ingredients
of success in our compact urban society— secu-
larism, multi-recialism, pragmatisr, incorrupti-
bility and high standards of public life and
social discipline—we will gravely imperil the
future for everybody in our Republic,

The trade union movement in Singapore,
along with other groups in our socicty, must
continue to forego the dubious luxury of the
kind of empty-headed posturing which is too
often mistaken for leadership in the developing
societies of the Third World. The spread of
social justice will always demand a price in
terms of an unremitting effort to sustain and
improve individual skills, social discipline and
collective effort. @

Slowdown in World Industrial Qutput

World industrial production recorded a marked slowdown in the first 21 months of the 1970s, accord-
ing to the February 1972 issue of Monthly Bulletin of Statistics released by the United Nations,

After nearly doubling in the 1960s, production rose ouly 3.9 per cent in 1970, and at an annual rate

of 3.8 per cent in the first nine months of 1971,

By comparison, global industrial output expanded

7.8 per cenf in 1969, and 3.9 per cent in the nine months to September 197¢.

The index numbers of industrial production indicate that during the first 21 months of the 1970s the
Soviet Union and Eastern Europe maintained their pace of growth by realizing an 8.6 per cent growth
rate in 1970 and equivalent of 10.7 per cent in the first nine months of 1971 compared with a 7.2 per
cent and 8.0 per cent in the corresponding periods of a year earlier,

During the same period, the developed regions achieved a rate of growth of only 1.4 per cent in 1970

and at an aooual rate of 0.7 per cent in the first nine months of 1971.

The sharp decline in those

rates was mainly caused by the set-back of industrial production in the North American region where
industrial production actually declined during the 21 months in question. The slowdown in the rate
of growth of industrial production was also evidenced in the developing regions where industrial
production increased by 7.1 per cent in 1970, as opposed to 9.9 per cent during the preceding year.

Among all regions, Asia was the one which registered in 1970 and the first nine months of 1971 (an
annual rate of 10.7 per cent for the 21 months) the highest rate of growth in total industrial production
as well as in the individual branches of industry. This high rate of growth is apparently atiribated to
the high-ranking performance of Japan, which recorded the equivalent of 10.8 per cent a year for the

period.

— UN ECONOMIC & SOCIAL INFORMATION



What Makes an Effective Manager
—A Practical Approach

G. Lobo*

Professional management has come to be increasingly accepted by relatively enlightened
sectors of Indian business. Wherever it has been introduced, it has by and large proved its
efficacy. However, there is a large segment of business where its need has not vet been realised,
but sooner or later a change has to take place since the veryexistence of the enterprise will depend
on such a change. However, reluctance to delegate the power, defective communication system,
lack of leadership qualities, outmoded concepts of management, improper utilization of professional
competence ete. are some of the major weaker points with which an Indian manager
suffers at the moment. The author, in this paper mazkes an e¢ffort to outline a practical spproach
which the managers in India could follow, to become an ‘effective manager’ and come up to the

expeciation of employers, workers, and above all, the community.

F late there has been a lot of talk in the
country about the necessity of effective
management for maximising the efficiency of
every enterprise, both in public and private
sectors. There was a time when it was widely
said that the managers are born and not made.
While it is conceded that there are certain per-
sonality traits and abilities which contribute
more to effective management, few will subscribe
to the view today that birth and business con-
nections are the determinants of managerial
competence. There is also a general fecling of
frustration among the quolilicd, professional
men that there is a hurdle at every step, oflen
involving the human element. Let us bricfly
analyse why our managers arc not able to
manage cffectively.

Without going into the technicalities of the

*Commercial Superintendent, J.K. Chemicals Ltd,,

Bombay.

businress management, a manager ought to
know as to what he is managing and the basic
concepts of management. The main objective
of every enterprise is ‘profit maximisation® and to
achieve this objective, every manager has to
manage cffectively the 3 Ms viz., men, money
and material. Efficient utilisation of one and
neglect of other will create imbalance and jeo-
pardise the working of the entire enterprisc.  An
enterprise whether under public or private sector
owes its existence to the society which creates
and supportts it. In return, it is expected to
mect society’s demand for goods and services
as efliciently as possible and for which it is gl-
lowed a profit.  Profit enables an enterprise to
grow and like other organisms, if it does not
grow, it is bound to die.

As most of the companiecs in India were
initially in a sellers’ market (and some of the
basic industries still are), our managers had
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and plan and go about on that basis; and the
work will be completed not only efficiently but
also on schedule. If, however, the work is
not properly organised, there will be a chaos
and tension at 21l the levels and everything will
end in failures. This will affect the health of
the company and also of the manager. Sooncr
or later the company cannot but go out of
business and the manager will start getting in-
somnia, ulcer and blood pressure on account
of constant failures.

Overtime Managers : Some of the old timers
still believe that they essentially are required
to stay late in their offices whether such late
sitting warrants or not. What is achieved
during such overtime work is often insigni-
ficant and could have been achieved during
normal working hours with a little more con-
centration, perseverance and diligence. Habi-
tual late sitting would imply that the manager
is either incompetent or is saddled with work
beyond his capacity or is incapable of dele-
gating. It is also possible that this type of
manager wants to create an impression that he
is hard-working and pains-taking and draw
upon sympathy. This class of managers do not
go on leave for years together since they are
afraid that their mistakes will be known and
their subordinates will get trained to get the
work done during the leave period.

One will invariably find such overtime
managers sitting late only as long as the bosses
are there in the office, mostly chit-chatting with
other colleagues and the moment the bosses are
out, their overtime work stops abruptly, be-
cause this is only an attendance without any
additional remuneration. One would also not
be surprised not to find such honorary overtime
managers sitling late whenever the bosses are
out of station or on tour abroad, but the moment
the bosses are back, their late sitting will once

WHAT MAKES AN EFFECTIVE MANAGER

again commence. Moreover, one would also
not be shocked to find such so-called sincere
and hard-working manegers criticising and down-
grading their enterprise ina group meeting with
outsiders instead of defending their enterprise
and thus damage the image of the enterprise.

The yard-stick for judging the efficiency of
the manager is not the additional hours of work
he is putting in but the results achieved by
him.

Sense of Belongingness : How efficient and
highly paid a manager may be, he cannot be-
come & successful and effective manager as long
as his attitudes are not changed. Once Mr. T.A.
Pai, our former Railway Minister, when ques-
tioned by a reporter about his opinion on
nationalisation, said that “nztionalisation as it
is, is not bad, but the greatest misfortune in
our country is that the attitudes of our em-
ployees at all the levels are also nationalised
with the naticnalisation of the Undertaking”.
The first and the most important requisite for
the effective manager is his attitude towards his
enterprise and a scnse of belongingness. His
attitudes and thinking must conform to the
thinking and the policies of the enterprise and
this belongingness, attitudes and thinking must
trickle down the layers of the management hier-
archy so that the entire set up thinks alike and
functions like a pyramid.

Finally, like individuals, every business
enterprise also requires a sense of direction
during the time of change and uncertainty.
The past decade or so has indeed undergone
a succession of major changes and inmovations in
technology, markets and organisation theoryand
also the concepts of managements. It is not
easy to keep a track amidst the complex interac-
tions of these elements which are themsclves
in flux. A continuous re-cxamination of busi-
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ness objectives  becomes indispensable for
satisfying the ultimate goal of the majority
of the enterprises—survival and prowth. The
entire pattern of business has to change if it
wants to survive. The Indian industry is wit-
nessing today the rapid emergence of what
Prof. J. K. Galbraith calls the technostructure.
A professional class of managers (effective mana-
gers) s entrenching itself in the corporite
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sector.  “Professional management has come
to be increasingly accepted by relatively enligh-
tened sectors of Indian business. Wherever it
has been introduced, it has by and large proved
its efficacy. However, there is a large segment
of business where its need has not yet been
realised, but soo