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Focus

Corruption in Public Service: Zero Tolerance
Concept of Better Administration

N. Vittal

Existence of corruption in public administration is a
widely acknowledged fact. However, it need not be
accepted as a necessary evil. The author presents an
action plan for routing out corruption from the organi-
sational machinery by bringing Zero Tolerance Concept
into practice.

N. Vittal is Central Vigilance Commissioner, Satarkta Bhawan,
G.PO Complex, Block-A, INA, New Delhi-110 023.

Does corruption have any impact on the administra-
tion of a country? In the age of global economy, we
measure competitiveness of a country in terms of its
capacity to attract foreign direct investment and also
ensure that its goods and services are marketed in the
rest of the world. How does corruption come in the way
of effective administration?

Corruption—A Necessary Evil?

There are cynics who would say that corruption can
help the process of administration. After all, in a
developing country where resources are scarce corrup-
tion helps to fix priorities and aids decision making.
However, in India we had dishonest corruption whereas
in countries like Thailand there is honest corruption. The
oxymoron honest corruption can be explained as fol-
lows—in Thailand if a bribe is given the work would be
done and if it was not done, the bribe would be
returned. In India, if you give bribe the work may not be
done and the bribe also will not be returned. Perhaps,
this sort of argument in favour of corruption might have
been justified in times when countries like Thailand, In-
donesia, South Korea were growing at double-digit
rates. And were the economic tigers of South east Asia.
But, since the 1997 financial crisis, the world has real-
ized that corruption in financial sector may ultimately
prove to be the undoing of a country itself. The argu-
ment that a certain degree of corruption can be
tolerated as a necessary evil in the process of economic
growth is not acceptable today. '

That a certain degree of corruption can
be tolerated as a necessary evil in the
process of economic growth is not ac-
ceptable today.
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There is need for greater transparency and integrity
in administration. It is, therefore, natural that the col-
lapse of Southeast Asian economies has coincided with
increasing debates and popularity of concepts like cor-
porate governance. While corporate management may
be based on making the optimum use of the physical,
financial and human resources of a country, it is ul-
timately the value and moral framework which ensures
that decisions are not only justified from the business
point of view but are also ethically valid. Corporate
governance has, ultimately, ushered in Ethics Commit-
tees and Finance Committees and association of
eminent professionals as part-time Directors. In the
global economy today, the emphasis is on ensuring
good corporate governance, ethical behaviour and
greater transparency.

There is another direct relationship between check-
ing corruption and improving administration. If in-
dividuals have to excel, they need commitment to the
organisation and loyalty grows when company is fair in
its dealings with customers and suppliers as well as with
employees. For instance, Alacrity, a Chennai based
company from the house building sector has been able
to build up a reputation as an ethical company is a
business like real estate where black money is the order
of the day. This company deals only with white money
and through cheques. This in turn has created such an
environment that even corrupt public servants in Chen-
nai do not ask for bribes when an executive of this com-
pany approaches them for work.

The evil effects of corruption on the economy of the
South Asian countries was highlighted dramatically by
the UNDP Report on Human Development, 1999 which
pointed out the special features of corruption in South
Asia.

Corruption happens everywhere. It has been at the
centre of election campaigns in Italy and the United
Kingdom, led to the fall of governments in Japan and
Indonesia, and resulted in legislative action in Russia
and the United States. But if corruption exists in rich,
economically successful countries, why should South
Asia be worried about it? The answer is simple. South
Asian corruption has four key characteristics that make
it far more damaging than corruption in other parts of
the world.

First, corruption in South Asia occurs upstream,
not downstream. Corruption at’ the top distorts fun-
damental * decisions about development priorities,
policies, and projects. In industrial countries, these
core decisions are taken through transparent competi-
tion .and on merit, even though petty corruption may
occur downstream.

Second, corruption money in South Asia has wings,
not wheels. Most of the corrupt gains made in the
region are immediately smuggled out to safe havens
abroad. Whereas there is some capital flight in other
countries as well, a greater proportion of corruption
money is actually ploughed back into domestic produc-
tion and investment. In other words, it is more likely that
corruption money in the North is used to finance busi-
ness, than to fill foreign accounts.

Third, corruption in South Asia often leads to
promotion, not prison. The big fish-unless they belong
to the opposition—rarely fry. In contrast, industrialized
countries often have a process of accountability where
even top leaders are investigated and prosecuted. For
instance, former ltalian Prime Minister Bettino Craxi
was forced to live in exile in Tunisia to escape extradi-
tion on corruption charges in Rome. The most frustrat-
ing aspect of corruption in South Asia is that the
corrupt are often too powerful to go through such an
honest process of accountability.

Fourth, corruption in South Asia occurs with 515
million people in poverty, not with per capita incomes
above twenty thousand dollars. While corruption in rich
rapidly growing countries may be tolerable, though
reprehensible, in poverty stricken South Asia, it is a
political dynamite when the majority of the population
cannot meet their basic needs while a few make for-
tunes through corruption. Thus corruption in South Asia
does not lead to simply Cabinet portfolio shifts or
newspaper headlines, but to massive human deprivation
and even more extreme income inequalities. Combating
corruption in the region is not just about punishing cor-
rupt politicians and bureaucrats but about saving
human lives.

Corruption in Indian Administration

India’'s economy today is a standing monument to
the corruption and inefficiency of four specific depart-
ments namely, Customs, Central Excise, Income Tax and
the Enforcement Directorate. Evasion of taxes and the
failure of these departments to check illegal activities have
crystallized into the large percentage of black money in
the economy. The quantum of black money has been
estimated of at 40,000 crores-Rs. 100,000 crores. Whole
industries today depend on the black economy. The film
industry, a substantial part of the construction industry
and a large number of small industries are run on the
basis of black money. If by some magic and by applying
the principle of zero tolerance, we are able to eliminate
the menace of corruption, what will happen to all the
people who are employed in these black money financed
sectors of the economy?
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Whole industries today depend on the
black economy.

Our elections also involve a lot of black money
which has brought about the criminalisation of politics,
as highlighted by the Vohra Committee. The Hawala
scam unearthed by the police stumbling to the Jain
diaries in their effort to trace the money received by

Kashmir militants brought out the linkages between cor- .

rupt businessmen, politicians, bureaucracy and
criminals. The 1993 Bombay blasts which took away the
life of 300 people was made possible because RDX
could be smuggled by allegedly bribing a customs offi-
cial with Rs. 20 lakhs. There is a close link between
terrorism and corruption.

There is a close link between terrorism
and corruption.

India is ranked at 66th out of 85 in the Corruption
Perception Index 1998 by the German non-government
organisation Transparency International based in Berlin.
This means that 65 countries were perceived to be less
corrupt than India and 19 were perceived to be more
corrupt. The entire Corruption Perception Index of 1998
can be seen in Table 1.

The Prime Minister while addressing the nation on
16.10.99, after the elections observed:

One of our immediate tasks will be to firmly put
down terrorism, which has come to cast its cruel
shadow on innocent people. Our message is loud
and clear, the life of every Indian citizen under our
dispensation is precious. In our fight against ter-
rorism, we will be guided by the principle of zero
tolerance. The same principle of zero tolerance will
apply while dealing with corruption that has bred
contempt for the law. One of the first legislations we
will take up is the Lok Pal Bill so that the rot can be
checked from the top. A broad consensus already
exists on electoral reforms to weed out the muscle
and money power. We propose to soon introduce in
Parliament, a comprehensive Electoral Reform Bill.

Zero tolerance became a popular expression when
Rudolph Giuliani, the Mayor of New York applied it to
tackle crime when he became the major of one the most
crime ridden cities of the U.S. He succeeded spec-
tacularly. One interesting aspect of applying the prin-

Table 1: Transparency International Corruption Perception Index

1999

1 Denmark 44  Zimbabwe

2 inland 45  Malawi

3 Sweden 46  Brazil

4 New Zealand 47  Belarus

5 lceland 48  Slovak Republic

6 Canada 49  Jamaica

7 Singapore 50 Morocco

8 Netherlands 51 Bl Salvador

9 Norway 52 China
10 Switzerland 53 Zambia
11 Australia 54  Turkey
12 Luxembourg 55 Ghana
13 United Kingdom 56 Mexico
14 ireland 57  Philippines
15 Germany 58 Senegal
16 Hong Kong 59 Ivory Coast
17  Austria 60 Guatemala
18 United States 61  Argentina
19 lIsrael 62 Nicaragua
20 Chile 63 Romania
21 France 64  Thailand
22 Portugal 65 Yugoslavia
23 Botswana 66  Bulgaria
24 Spain 67 Egypt
25 Japan 68 India
26 Estonia 69 Bolivia
27 Costa Rica 70 Ukraine
28 Belgium 71 Latvia
29 Malaysia 72  Pakistan
30 Namibia 73 Uganda
31 Taiwan 74 Kenya
32 South Africa 75 \Vietnam
33 Hungary 76  Russia
34 Mauritius 77  Ecuador
35 Tunisia 78 Venezuela
36 Greece 79 Colombia
37 Czech Republic 80 Indonesia
38 Jordan 81  Nigeria
39 [ltaly 82 Tanzania
40 Poland 84 Honduras
41 Peru 85 Taraguay
42 Uruguay 86 Cameroon
43 South Korea

ciple to crime is that the NYPD focussed on the petty
and small fractions of the law instead of the large
crimes. This counter intuitive approach by some curious
logic seems to have brought excellent results by not
only nabbing scofflaws but big time criminals also.

Zero Tolerance Concept

The approach to tackling the menace of corruption
in our country has so far been lackadaisical. The

Productivity e Vol. 41, No. 1, April~June, 2000

3




Supreme Court judgement in the Vineet Narain's case
took a major step in the right direction by making
Central Vigilance Commission (CVC) into a statutory
body having supervisory powers over the CBI so far as
anti corruption cases are concerned. The CVC is also to
play an important role in another important agency, the
Enforcement Directorate.

Zero tolerance means that no case of corruption will
be tolerated and the corrupt would be punished. In our
system the bribe giver and the bribe taker are both guil-
ty—the only exception being the Members of Parlia-
ment. According to the judgement of the Supreme
Court in the JMM case, the bribe receiving MP is not
guilty but the bribe giver, even if he is a Member of
Parliament, is guilty.

Zero tolerance means that no case of
corruption will be tolerated and the cor-
rupt would be punished.

The efforts made in the past to check corruption
have failed because the guilty under the existing system
of judicial process do not generally get punished. The
conviction rate in the Indian courts is only 6%. There are
three crore cases pending in the Indian courts and the
average time taken for disposal of cases ranges from 10
to 20 years. So far as anti-corruption cases handled by
the CBI are concerned, as of August 1999, 1173 cases
are pending investigation, 501 cases of which are less
than one year, 644 cases between 1-5 years and 28
cases more than five years. When it comes to prosecu-
tion, the figures are abysmal. As of August 1999, 3484
cases are pending as given in Table 2.

Table 2: Pending cases (as of August 1999)

Length of Pendency No. of Cases
Less than 2 years 841
2-5 years 1198
5-10 years 818
10-15 years 432
15-20 years 125
20-25 years 49
25-30 years 20
Over 30 years 1
Total 3484

But any attempt at improving the judicial system
and speeding up the disposal of our cases Is within the
jurisdiction of the courts themselves headed by the

Supreme Court and the Chief Justice of India. We have
to explore other areas which are within the jurisdiction
of the Government and the CVC.

How do we still implement the zero tolerance
strategy for checking corruption which means prompt
effective punishment of the corrupt? To begin with, we
have to understand the mechanics of how India became
so corrupt a country. The growth of corruption in India
after Independence has taken place through a two-
stage process. The first stage was the corrupting of the
institutions and the second stage was the in-
stitutionalization of corruption. We inherited from the
British a working bureaucracy and we gave ourselves a
constitution with the tree major wings of executive,
judiciary and the legislature to ensure effective gover-
nance of the country.

1975, when emergency was imposed, is the
watershed so far as Stage | is concerned when the
principle that the bureaucracy must be committed
was articulated. This meant that the bureaucracy must
be committed, not to the Constitution, but to the
Government of the day. From this started the sys-
tematic deterioration of the bureaucracy which be-
came highly politicised. We inherited the British
system of permanent civil service and the changing
political executive dependent on elections. There is
the veneer of British system which is supposed to be
politically neutral but in effect is the spoil system of
the United States where Andrew Jackson's famous
dictum “let the victors have the spoils” is being prac-
ticed. We therefore find the spectacle of the
bureaucrats getting aligned politically and labeled as
belonging to one political leader or the other. Natural-
ly, with every change of government, massive trans-
fers of bureaucrats at various levels take place to
ensure proper alignment of the political frequencies of
the bureaucrats and their political masters.

The failure to deal with corruption has bred con-
tempt for the law which combined with the criminalisa-
tion of politics has made the honest public servant who
tries to implement the law a misfit.

The failure to deal with corruption has
bred contempt for the law.

Entire sections of public life have become corrupt
as S.S. Gill in his book. The Pathology of Corruption,
points out there are five key players in Indian corrup-
tion scene, the corrupt political (neta), the corrupt
bureaucrat (babu), the corrupt business (lala), the

4
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corrupt NGO (jhola) and finally the criminal (dada).
There are five reasons why our system encourages
corruption. These are scarcity of goods and services,
lack of transparency, red tape and delay due to ob-
solete rules and procedures which are time consum-
ing and encourage speed money, cushions of legal
safety which have been laid down by various
pronouncements of the courts and CATs on the prin-
ciple that everybody is innocent till proved guilty. The
net result is that the corrupt are able to engage the
best lawyers and quibble their way through the sys-
tem. As Shakespeare points out in his Measure for
Measure laws are like scarecrows. They are initially in-
stalled to scare the birds. Once the birds realise that
the scarecrow is a harmless doll, they build their
nests on it. Finally, biradri or tribalism, where the cor-
rupt public servants protect each other. We talk about
people being thick as thieves not thick as honest
men!

These five reasons are a mutually reinforcing vicious
cycle of corruption. This can be tackled only by setting
in motion a virtuous cycle of anti corruption which will
help achieve the goal of zero tolerance. Three elements
are needed for this virtuous cycle. The first is goal of
zero tolerance. Three elements are needed for this vir-
tuous cycle. The first is simplification of rules and proce-
dures so that scope for corruption is reduced to the
minimum. One can deal with corruption like one deals
with Malaria. One can either give medicine to those who
have been affected by the disease or prevent the breed-
ing of mosquitoes. Simplification of rules and removing
the red tape that causes delay is like removing the stag-
nant pools which encourages the mosquitoes of corrup-
tion empowering of the public. Here the need for a
Freedom of Information Act (FOIA) is very obvious.
There is an urgent need for applying information tech-
nology in every citizen public office interface so that the
common citizen can have access to information that he
needs. The third element is effective punishment. This is
where we have to go beyond depending only on the
judicial system and see what other weapons can be
thought of so that the effective punishment of the cor-
rupt is ensured. Today corruption is a low risk high profit
business. The principle of zero tolerance resulting in ef-
fective and prompt punishment should increase the risk.
This should be the most important single element in the
virtuous cycle to eliminate corruption.

In the light of the background the following plan of
action will be implemented by CVC. All other
authorities can try to implement it so far as their are
concerned. This action plan can become a basis for
evolving an effective strategy to implement the Prime
Ministers vision of applying the principle of zero
tolerance to check corruption.

The zero tolerance action plan
Corruption Perception Index

There is urgent need to make an exercise through
competent bodies like IIMs, Industry associations, to list
out in the order of corruption perception index all
government organisations, public sector enterprises
and banks within the purview of the CVC. Every year
this list can be published. It can be monitored whether
efforts are being made to bring down the level of cor-
ruption. This will also help authorities to focus attention
on the most corrupt departments. It is also possible that
the honest public servants in these departments will be
moved by a sense of shame and try to check corruption
in their respective departments. Recent World Bank ob-
servation that the Delhi Development Authority (DDA) is
the most corrupt organisation in India (based on obser-
vations made by Shri K.J. Alphons) led to a protest by
the DDA officials. Last year, when someone observed
that the Delhi Air Customs were the most corrupt, there
was a strike which was ultimately called off after the
striking employees had their way. The peculiar aspects
of our government systems and public organisation is
that while everybody concedes that these organisations
are corrupt; the moment anyone makes a statement offi-
cially in a report or in public, it becomes a matter of
defending the “fair name” of the office and harassing
the people and the government by going on strike. This
bluff must be called. In other words, zero tolerance of
corruption should begin with zero tolerance of strikes to
defend the so called “reputation” of government depart-
ments or organisations.

Zero tolerance of corruption should
begin with zero tolerance of strikes to
defend the so called ‘“reputation” of
government departments or organisa-
tions.

Zero tolerance of corruption should be a principle
not only from the demand side of public servants and
government department but also from the supply side.

The United States in 1970s enacted the Foreign Cor-
rupt Practices Act(FCPA) by which American companies
which give bribe in third world countries are liable to be
prosecuted within US. Thanks to the American initiative,
34 OECD countries have by 1997 signed the anti bribery
convention. A country which is perceived to be corrupt
gets at least 20% less FDI. If a country is perceived to be
more corrupt, it gets 35% less FDI. The South East Asian
experience from 1994 also has shown how crony
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capitalism and lack of control in financial sector can lead
. todisaster. Hence the Chambers of Commerce, especially
Cli, ASSOCHAM and FICCI should come together sign
an anti bribery convention and ensure that their members
will not bribe. If in the principle of zero tolerance we only
focus on the receiving side of corruption, we will be
missing the total picture. According to Supreme Court
judgement in the JMM case, the bribe receiving MP may
not be guilty but the bribe giving person, even if he is an
MP is guilty of corruption. The bribe giver is equally guilty
under the Prevention of Corruption Act.

Annual Property Returns by Members of
Parliament and Ministers

The Prime Minister has already indicated in his
speech that one of the first legislations the government
will take-up is the Lok Pal Bill so that the rot can be
checked from the top. Even before the Bill is passed
one step can be taken. The JMM judgement laid down
that the Members of Parliament and Members of Legis-
lative Assemblies are public servants. Public servants
who are employees of the Government and government
organisations give their annual property returns. Why
not insist that the MPs and Ministers must also give their
annual property returns to the Speaker of the Lok Sabha
or the Chairman of the Rajya Sabha as the case may
be? An informal discussion with some MPs has elicited
positive reaction. This will help in setting up a healthy
tradition to check corruption in public life.

Mobilising the youth

Intolerance of corruption can be bred into the culture
if education system is used to send the right signals. Like
the National Cadet Corps, National Vigilance Corps and
corruption clubs can be established in educational in-
stitutions can work in close coordination with the CVC.

~Members of the NVC may be authorized to check and
expose cases of corruption which will result ultimately in
effective punishment. This may be one method by which
the entire nation can be maobilized to fight corruption.

Central Vigilance Commission Bill must be made
into law

The CVC Bill must be taken up immediately in the
Parliament and passed into law.

Trap and speedy disciplinary action through
departmental action

We now come to the most important aspect of effec-
tive punishment. Today punishment is possible under two
circumstances through prosecutions and departmental
actions. Looking at the slow pace of which the cases are

disposed of in the judicial system, effective punishment
through the prosecution route may not be possible. We
should therefore focus on departmental action. The CVC
has already directed under its directive dated 18.11.98
that all departmental action should be completed within
six months. This must be now rigidly imposed and im-
plemented in letter and spirit. In every organisation people
who are corrupt are known. Such corrupt public servants
must be trapped with the help of CBI or police as the
case may be and with in four days photocopies of all
relevant documents should be submitted to the
departmental authorities. While the police will pursue the
prosecution process in courts, the departmental
authorities should start action immediately against the
corrupt. At the end of two months, after due inquiry such
trapped corrupt people must be dismissed sending the
right signals. There will be no double jeopardy because
while the prosecution will be on the criminal aspect, the
departmental action will be based on the misconduct
aspect.

Encourage whistle blowing and pass the whistle
Blower Act

Corruption is like AIDS and is due to uncontrolled
financial behaviour. It is either a case of financial rape or
financial adultery. Financial rape is where an inspector
visiting a factory demands his cut for giving the requisite
clearance, the industrialist being the victim. In cases of
financial rape, arranging traps will be easy. Financial
adultery is where the public servant and the citizen col-
lude to cheat the system. It could be the Chairman of a
bank and a corrupt industrialist or it could be a corrupt
minister, secretary or CMD of a public sector colluding.
In such cases, we should encourage whistle blowing. In
Britain, United States and Australia, there are Whistle
Blowers Act or Public Disclosure Act. The CVC has is-
sued orders on 18.11.98 that even juniors can at as
whistle blowers against seniors. Having a Whistle
Blowers Act will further strengthen the system. CVC has
already taken up the matter with the Chairman, Law
Commission and the Law Commission is drafting an act
on the lines of the Public Disclosure Act of UK.

Corruption is like AIDS and is due to
uncentrolled financial behaviour.

Freedom of Information Act for empowering the
public

Empowering the public is another method of ensuring
that the corrupt are brought to book. There is need for
enacting a Freedom of Information Act. Work has already

Corruption in Public Service



been done and sooner it is implemented, if necessary
even through an ordinance, the better.

Empowering the public is another

method of ensuring that the corrupt are
brought to book.

E-governance and the use of information
technology

This is the age of information technology. The Prime
Minister has gone on record to say that Information
Technology (IT) is India's tomorrow. In Andhra Pradesh
we are seeing what is possible by wide application of IT.
The entire government of India should move on to
achieve e-governance. Using IT widely in all government
departments makes it easy for citizens to get informa-
tion freely and get work done faster. For example, in
Andhra Pradesh, the registration and transfer of proper-
ty is done in a few hours instead of weeks of months as
in other States. We can contrast AP experience with
what happens in Delhi Development Authority for trans-
fer of property or registration offices in Delhi and other
states. Extensive use of information technology should
be part of zero tolerance approach to corruption.

Extensive use of information techno-
logy should be part of zero tolerance
approach to corruption.

Remove obsolete laws through sunset principles

Obsolete laws and time consuming bureaucratic pro-
cedures are the breeding grounds for corruption. No law
will be on the statute book for more than five ten years
unless it is re-enacted and repromulgated after careful
examination. This will automatically ensure that obsolete
laws do not clutter the system. The Jain Committee ap-
pointed by Government of India has recommended that
out of the 2500 administrative laws, about 1300 should
be scrapped. This can be done at one go so that the
Government is not hampered by the presence of obsolete
laws and time consuming procedures.

Remove laws and systems that promote corruption

Many a time, the path to hell is paved with good
intentions. Legal and administrative measures taken
with good intentions produce the opposite results. The

Sick Industries Companies Act (SICA) and the BIFR are
an excellent examples. They have helped the colluding
corrupt industrialists and officials of escape punishment.
SICA and BIFR must be scrapped.

Enact Corrupt Public Servants (Forfeiture of
Property) Act

Stringent measures can be taken to ensure that zero
tolerance gets a new meaning. So far the only effective
method for punishment is the trap and speedy
departmental actions as mentioned. Corruption which is
a low risk high profit business in our country, need to be
made a high risk activity. The Law Commission has al-
ready drafted the Corrupt Public Servants (Forfeiture of
Property) Act which has been recommended by CVC on
1.1.99 to the Cabinet secretary, Law Secretary, Home
Secretary and Personnel Secretary for implementation.
This is to be done on high priority like the Lok Pal Bill so
that the property of the corrupt public servants with wealth
beyond their legal means of income, can be confiscated
without the present elaborate procedure. As this has been
drafted by the Law Commission headed by a Supreme
Court Chief Justice, the constitutional validity and sus-
tainability have already been gone through. Therefore on
legal grounds there need be no doubt. What is needed
is speedy action to give teeth to the concept of zero
tolerance of corruption.

Implement the Benami Transaction (Prohibition)
Act 1988

Another action that can be taken immediately is to
prescribe procedure for confiscation of benami property
under Section 8 of the Benami Transaction Prohibition
Act (BTPA) which was passed in September 1988. It is
surprising that even though Section 5 provides for con-
fiscation of benami property and Section 8 says that
Government can prescribe rules, for more than 11 years,
nothing has been done. The CVC took up the matter with
the Revenue Department on 7.1.99. The net result is that
the Revenue Department now wants to scrap the Act!
The CVC must be empowered under this Act and not the
income tax authorities. The Chief Technical Examiner
(CTE) of the CVC can be authorized to carry out the
vaiuation process. The Law Commission fortunately has
not agreed with the Revenue Department and the
Supreme Court has also upheld the validity of the Act. It
is high time that rules are prescribed so that the confis-
cation of benami property is also implemented by the
CVC so far as public servants are concerned.

The issue of corruption can be tackled at the national
level through the zero Tolerance Action Plan. This would
ensure clean and efficient public administration pavingthe
way for India to become a global economic power.  [J
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Focus

Management of Change

S. Chakravarthy

Four major challenges have been identified for
management of change and can be reckoned under
one broad umbrella which we may call-LPG—
Liberalization, Privatization and Globalization. This
paper addresses the salient elements of the said LPG
and what modern civil servants have to do to cope with
the challenges of change.

S. Chakravarthy is presently Member, Committee on Competition,
Deptt. of Company Affairs, Government of India.

At the pivot of most economic activities is the
human being. It is the human beings who make things
happen and bring about a change. They need to be
developed to initiate change, participate in it, facilitate it
and manage it in desired directions.

Challenge of Change

Everywhere, all over the world and all the time, one
cannot but notice the challenge of change. To change
or not to change is not the question because change is
inevitable. Challenge of change is faced by the society,
organisations, families and individuals. The extent, na-
ture and willingness to respond to change determine
whether they will survive and prosper or tace the conse-
guences of status-quo. One is free to ignore the need to
change or decide to do little about it but reactive and
inactive orientations do not generally enhance the ability
to manage change. Change may bring about new chal-
lenges and therefore there is an inevitable need to
manage the change itself. Those who fail to provide
leadership for change or to manage change may very
well become the victims of change.

Like the biological process, changes may be evolu-
tionary in nature and they also can be revolutionary in
nature, largely pushed by strong external forces.
Management of change therefore has to be understood
in the sense that change can be initiated, planned,
directed and controlled. The imperative for developing
proactive and interactive orientation for redesigning the
future and managing change to reach the desired des-
tination needs to be underscored.

Management of change has to be un-
derstood in the sense that change

can be initiated, planned, directed and
controlled.

Management of Change



While the challenge of change is continuing and
universal, the speed and direction of change are creat-
ing an environment of unprecedented and discon-
tinuous change. New opportunities and threats emerge
every day with great speed and even surprise. In various
fields and in particular, computers and electronics, tech-
nological innovation and obsolescence are taking place
at a speed beyond comprehension. A new order is
emerging everywhere. It is in this context, it is important
to not only develop the ability to manage change but
also to build systems and people to cope with the
management of change.

Every change necessarily involves a change of be-
haviour of people. Without behavioural change, nothing
changes. That's why, as noted earlier, people represent
the key focus of change as actors, beneficiaries or vic-
tims of change. Those who may stand to lose in the new
order of things are likely to resist change. Bureaucracy
is generally regarded as being resistant to change.
Management of change therefore involves identification
of winners and losers and developing strategies for
building and managing coalitions.

Bureaucracy is generally regarded as
being resistant to change. Management
of change therefore involves identifica-
tion of winners and losers and develop-
ing strategies for
managing coalitions.

building and

Major Challenges

At an International Conference of the National HRD
Network held in Hyderabad in February 1991, four major
challenges were identified for the management of
change. The challenges and the themes that are sub-
sumed in each of them can be seen in Table 1. These
challenges can be grouped under the broad spectrum
of LPG (Liberalization, Privatization and Globalization).

LPG —A Brief Overview

The fundamental change, the world is witnessing
and living through is the liberalization of the hitherto
controlled, semi-controlled and closed economies. The
erstwhile communist economies have undergone a rela-
tively more dramatic and chaotic change in comparison
with other economies with different ideologies. India has
a mixed economy with a big private sector and a very
large public sector with both competition driven markets
and monopoly dominated markets. With the ushering in

Table 1: Management of change: Challenges

Major Challenges Themes
Globalization Strategic Alliance
Export Culture

Transnational Management
Family Business
Turnaround Strategies
Acquisitions and Mergers
Research and Development
Technology Transfer

Automation, Computerization
and Robotics. r

Total Quality Management
Labour-management
Cooperation of Productivity
Skill Development

Growth and Turnaround

Technological Change

Quality and Productivity for
Competitiveness

of LPG, a two way access for foreign inward investment
and imports on the one hand and exports, global sourc-
ing of factors and outbound foreign investment on the
other have been opened up or enlarged. Another
dimension of LPG is the privatization of State investment
in marketable products and services. In politically sensi-
tive democracies like India, privatisation may be a long
drawn process and may be very difficult to achieve
within a specified time frame.

The LPG paradigm not only comprises market led
strategies but also market driven strategies. Essentially,
the strategies seek the objectives of:

e Widening and deepening the virgin Indian
market.

e Securing a higher share of the world market
where India has comparative and competitive
advantages.

LPG —Some Vignettes

India, since Independence, adopted the socialistic
pattern of society as an ideology for social and
economic growth. Due to political factors and the exter-
nal environment (cold war etc.) the country entered a
bureaucratic, socialist and low growth path. Emphasis
was more on procedure than substance. Over a period
of time, attempts were no doubt made to remove the
shackles and unproductive fetters on Indian entre-
preneurship, management and the market. It was in
mid-1991, that a bold reform programme was ushered
in with its main features still intact despite changes in
successive Governments.

The LPG paradigm cannot be regarded as just a
crisis management response. The Government of the
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day in mid-1991 felt convinced of the economic logic of
the benefits of freer investment, imports, exports and
flexible markets. Perhaps one could add that the
paradigm was a reactive response, no doubt a
sovereign decision, to the unsatisfactory results of the
policy frame of the previous past. The break-up of the
Soviet Union, the end of the cold war, the reunification
of Germany, the Uruguay negotiations and like factors
and the refusal of the Indian populace to live on empty
slogans and promises were a justification and logic for
the LPG paradigm.

LPG comprises reduction of tariffs, delicensing of
industrial investment, capacities and locations, reforms
of capital markets, encouragement of foreign direct in-
vestment, and resort to external commercial borrowings.

LPG, though sound in its concept, has been spas-
modic and hesitant in implementation. Privatisation is
halting, if not absent. Right sizing of Government depart-
ments and agencies is still a dream. Disinvestment has
all the trappings of directionless approach. The claim of
building the country's infrastructure in power, roads, ports
and telecommunications is more on paper than on site.

LPG has as many proponents as opponents. Many
a bill like the insurance bill was for a pretty long period,
stalled because of the absence of clear majority for any
political party in the Parliament. Oftentimes, the state-
ments of spokesmen of some political paities result in
raising apprehensions in the minds of would-be inves-
tors abroad.

The civil servants have before them positive and op-
portunity related implications in the context of the LPG
paradigm at play which is bringing about significant
changes in the administrative economic polity of gover-
nance. There are also implications which could be un-
pleasant and threat based. A brief look at these
implications has been attempted in what follows.

e Civil servants need to be proactive to the new
environment. As the whole world is moving
towards a market driven economy and India is
no exception, there is the need for civil servants
to not only familiarize themselves of the con-
tents of the LPG paradigm but also get exposed
to its ramifications, constituents and implica-
tions. The conundrums that surfaced from the
constituents of the LPG policy must be precise-
ly understood. For example, while competition
is very important in the market in the interest of
the consumers (better quality, reasonable
prices etc.), it can directly run into conflict with
the interests of domestic industries, given that
there is adequate capacity in the country and

freer imports can cause material injury to them.

Despite the LPG paradigm and its vocal support
from the affluent and higher middle income
groups, there is a need to take into considera-
tion the needs and aspirations of the remaining
sections of the society, a large part of which is
vulnerable and impecunious. Civil servants
need to have empathy with the wvulnerable
groups and ensure that the LPG policies are so
implemented that they result in a better quality
of life for them.

In delineating the LPG policy and in directing
specific sectoral implementation, it is necessary
that the macro interests of the country and its
mission and objectives are not lost sight of.
India has set for itself the goal of achieving an
egalitarian society, of discouraging concentra-
tion of economic power, of providing equality
and equal opportunities for its citizens and
protecting the weaker sections. Essentially, this
implies that blind adaptation of the policies of
some of the developed countries should be
avoided.

Civil servants need to develop an approach of
assuming trusteeship of the resources— physi-
cal, financial and human. In other words, in the
changed and changing scenario, civil servants
are to deploy resources in an optional manner
to maximise the goals and objectives, the
country has set for itself and at the same time
maximise the quality of life of the weaker and
impecunious sections. As there has been a
change in the economic ideology, it is important
that there is an appropriate management of
such change to ensure that the betterment cake
is availed of by all sections and not merely the
top affluent few.

Civil servants need to develop an
approach of assuming trusteeship of
the resources—physical, financial and
human.

The LPG plan of organising economic activity
can be looked at as a welcome change, a posi-
tive discontinuity in the direction of higher
growth through the release of the people's
energy from the shackles of bureaucratic self-
imprisonment. It is a true, epochal paradigm
and in terms of macro economy, this constitutes
a move away from the rigidities of a fixation on
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capital and from allocation and physical targets
by central planning to the use of demand, supp-
ly, prices, profits and other such flexible
parameters. For the public sector and the
private corporate sector, this means a shift from
a "regulated” to a “competitive” environment.
As noted earlier, there could be threats from
global competition but if the opportunities can
be taken in time, the threats can be faced.

The public sector and even the private cor-
porate sector as a whole cannot afford to
preoccupy itself with the interests of only stake
holders, employees and union concerns. They
have to be sensitive to the expectations of
share holders, of whom, the customers are at
the top of the list. The customers of today have
expectations of better quality and availability of
goods, price and service. Their relationship with
dealers and vendors is changing from one of
feudal relationship into one of strategic partner-
ship. The public at large expects jobs with
benefits in the catchment areas of business.
The country desires growth, exports, technol-
ogy development, price stability, job creation,
reduction, if not elimination of pollution etc.
Employees want competitive compensation,
career prospects, job satisfaction and dignity.
The civil servants, whether they work in the Min-
istries or the public sector have to harmonize
these varied, high expectations and meet them
optimally through strategic management,
human resource development, live systems etc.

Choice of goals needs to be more driven by
opportunities and less by threats; more by
strengths than by weaknesses. Exploitation of
opportunities and utilisation of strengths will
create the energy and resource to overcome
the negatives. Each opportunity has a window
which is narrow and shuts fast but civil servant
who will be successful can identify the oppor-
tunities, look at the global environment, parti-
cularly, the business and the technological
environment and avail of the opportunities while
not underestimating the social and political for-
ces at work.

Liberalization has implications for the way
departments, public sector organisations and
firms are organised and run. Transformation in
the three dimensions of organisational effective-
ness is needed. The three dimensions are—
structure, processes and culture. In terms of
behavioural processes, there is a need to tap
the self actualising potential of employees
through empowerment, participation and

ownership. Interpersonal relationship, team
work and shared vision and values are the need
of the hour.

e Liberalisation demands institutionalized sys-
tems and reductions in dependence on per-
sonal proclivities. The focus needs to be on
strategic and operating systems. In a liberalized
competitive environment, planning is necessary
but it should be based on internal dynamism
and self-generated changes.

e Feedback is a learning orientation. Civil ser-
vants will do well to develop four kinds of feed-
back related skills;

¢ How to give feedback

e How to receive it, especially, corrective
feedback

e How to invite it
¢ How to perceive it

e India has the unenviable and unfortunate dis-
tinction of having a corrupt administration and
low level integrity of those involved in gover-
nance. The civil servants have to lead from the
front in taking the bull by the horns and impart
into the governance system, a high level of
ethics, reward systems for performance and in-
tegrity and deterrent consequences for the cor-
rupt and the indisciplined.

Civil servants have to impart into the
governance system, a high level of
ethics, reward systems for performance
and integrity and deterrent consequen-
ces for the corrupt and the indis-
ciplined.

e Throughout their career, civil servants need to
update their skills and knowledge and avoid
professional and knowledge obsolescence.

Ten Commandments

The following profile is suggested for civil servants,
particularly the younger lot; they are expected/required
to:

e Be proactive to the new environment and the
changes
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Finale

Develop empathy with the weak and im-
pecunious

Be committed to the country, its Constitution
and its mission, goals and objectives

Be trustee of all resources— physical, financial
and human

Avail of opportunities and utilise strengths

Transform organisational effectiveness — struc-
ture, processes and culture

Strategise planning with emphasis on internal
dynamism and self generated changes

Maintain a high level of integrity

Usher in a governance system which rewards
performance and integrity and deters the cor-
rupt and the indisciplined

Update skills and knowledge and avoid ob-
solescene

The principles advocated by Osborne and Gambler

for developing the correct spirit in governance deserve
scrutiny. They are;

Catalytic Government: Steering Rather Than
Rowing

Community-Owned Government: Empowering
Rather Than Serving

Competitive Government: Injecting Competition
Into Service Delivery -

Mission-Driven Government: Transforming Rule-
Driven Organisations

e Result-Oriented Government: Funding Out-
comes, Not Inputs

e CustomerDriven Government: Meeting The
Needs Of The Customer, Not The Bureaucracy

e Enterprising Government: Earning Rather Than
Spending

e Anticipatory Government: Prevention Rather
Than Cure

e Decentralised Government: From Hierarchy To
Participation And Teamwork

e Market-Oriented  Government:  Leveraging
Change Through The Market.

The ten commandments listed earlier and the ten
principles of Osborne and Gambler are more or less the
obverse of each other. They constitute a kind of rule of
thumb for civil servants in their endeavour to manage
change. It may be appropriate to conclude by quoting a
vision envisaged by Gurudev Rabindra Nath Tagore, as
it epitomises what a civil servant should strive for—
through the pursuit of knowledge, competition, innova-
tiveness and ability to connect with each other.

Vision

Where the mind is without fear
And the head is held high
Where the knowledge is free
Where the world has not been broken up into fragments
By narrow domestic walls
Where the words come out from the depth of truth
Where tireless striving stretches
lts arms towards perfection
Where the clear stream of reason has not lost its way
Into the dreary desert sand of dead habit
Where the mind is led forward by thee
Into ever widening thought and action
Into that heaven of freedom
My father, let my country awake. O
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Civil Service System in India:

A Critical Overview

R.K. Mishra

The paper discusses the development of the civil ser-
vice, delineates its internal labour market, and analyses
its representativeness. Issues such as politicisation of
civil service, the perception of civil servants about
themselves, and the views that different sections of
society have about them, are also discussed. The
paper outlines the various measures introduced for
reforming the civil service in India and the extent of
their diffusion. Finally the paper suggests a scheme for
the revamp of the Indian civil service system, it specifi-
cally centers around the Indian Administrative Service
(IAS) which acts as the hub of the administrative
machinery of the country.

R.K. Mishra is Professor & Dean, Institute of Public Enterprise, Os-
mania University, O.U. Campus, Hyderabad-500 007.

Civil service system is the backbone of the ad-
ministrative machinery of the nation. The Indian civil ser-
vice has a long history. It is one of the oldest civil service
systems in the world. It had its origin in the Mauryan
period during ancient India. Kautilya's Arthashastra lays
down the principles of selection and promotion of civil
servants, the conditions of loyalty for appointment to
civil service, the methods of their performance evalua-
tion, and the code of conduct to be followed by them. In
medieval India, the Moghals set up their own civil ser-
vice systems which centred around the management of
land revenue, administration of government factories,
and establishment of the welfare state. The East India
Company, which ruled India for about 150 yearss did not
set up a civil service as its mandate was limited to com-
mercial exploitation. The British rule came to India in the
1850s. However, as the Britishers had a long-term inter-
est to stay in India, they consolidated their power and
laid down the foundation for a unified India. This re-
quired the setting up of a strong civil service. They
enacted a Civil Service Act and included the civil ser-
vants on the Council of Administrators, which resulted in
the accrual of both political and administrative powers
to the civil servants in India. Over the five decades of
Indian independence, 1947-2000, the Indian civil service
has more or less followed the British model, but the
pressures emanating from within and outside are now
forcing the Indian civil service to professionalise itself.

The Indian civil service had its origin in
the Mauryan period during ancient
India.

Indian Civil Service System

The Indian civil service system has followed the
classical Weberian model. In the process of cooperating

Productivity  Vol. 41, No. 1, April-June, 2000

13




with the politicians very often they tend to be confor-
mists. The public opinion about the Indian civil service
system is that they lack innovativeness, initiative, em-
pathy, and drive for change. The civil servants hold ex-
actly a different view of themselves. The Government of
India and its 25 provincial governments spend about 3.5
per cent of the GDP on its civil servants employing
about eight million which is 50 per cent of the employ-
ment provided in the organised sector.

The public opinion about the Indian
civil service system is that they lack in-
novativeness, initiative, empathy, and
drive for change. The civil servants hold
exactly a different view of themselves.

The British government set up the Indian civil ser-
vice in 1911, primarily with the objective of strengthen-
ing British administration in the UK. However, it could
not succeed in that, but very usefully retained the idea
for strengthening the administration of its colonial base
in India. Initially the recruitment to the Indian civil service
was confined only to the Britishers. However, due to
pressures and demands raised by the Indian National
Congress in 1921, Indians were allowed to take the ex-
amination. A ratio of 50:50 was decided for the British
and the Indian people. In 1935 the British government
decided to establish interim rule in the various provinces
of India, which resulted in an exodus of the British sub-
jects as civil servants and, as a result, the number of
Indian subjects in the indian civil service increased
tremendously. The ethos of civil service in independent
India changed from welfare-orientation in the late 1940s
to development-orientation between the 1960s and
1980s and finally to the facilitator's challenges, collective
choice mechanisms reflected in the manifestos issued
by the various political parties during the 1996 general
elections, and the challenge of meeting the democratic
needs of the teeming miilions.

Internal Labour Market

The Indian civil service is composed of the central
and the provincial civil services. The central govern-
ment has constituted the three All-India services and
several other services categorised as Group A, B, C,
and D services. The three major civil services at the
centre comprise the Indian Administrative Service, the
Indian Foreign Service and the indian Police Service.
Each provincial government has constituted 10-20 ser-
vices, depending on its historical background and size
of the province. Besides the three top Group A civil

services mentioned above, the other important services
include the Indian Audit and Accounts Service, Indian
Customs and Central Excise Service, etc. In all the
provinces the civil services mostly include the provin-
cial civil services, education service, judicial service,
medical service, engineering service, agricultural ser-
vice, and forest service. The central civil services have
about 4,00,000 employees presently, and the provincial
civil services employ an equal number of people.

Table 1: IAS Movement Patterns, 1977-1986 and 1991-1993

Strength of IAS Length of Time in Post

Cadre (percentage of IAS)
Year Number Lless 1-2years 2-3years Over
(as on than 3 years
Jan.) One year
1977 2901 54 28 11 7
1978 3084 58 26 10 6
1979 3236 55 30 10 5
1980 3404 49 32 13 6
1981 3373 60 22 11 7
1982 3239 52 3 9 8
1983 3734 51 29 13 7
1984 3797 56 26 12 7
1985 3910 51 3 11 '
1986 3970 58 25 12 6
1991 4497 58 25 10 6
1992 3951 56 ar 11 6
1993 3991 49 13 13 8

Source: Potter David C., “IAS Mobility Patterns”, Indian Journal of
Public Administration, New Delhi, October-December 1987.

Also see Potter, David C., “India’s Political Administrators:
From ICS to IAS", Oxford India Paperbacks, Oxford Univer-
sity Press, Oxford, 1996.

The civil service system, both in the provinces and
at the centre, are rigid in nature. They have many
grades/ranks. The Indian civil service system is rank-
based and does not follow the tenets of the position-
based civil services. Between 1986 and 1997 the central
civil services of Group A had 53 grades, which have
been reduced to 33 by the Fifth Pay Commission which
submitted its report in January 1997. It has the domina-
tion of generalists, as the basic philosophy guiding its
initial setting up and later its continuation, advocates the
belief that as the civil servants have to face any chal-
lenge posed to them, they should have general skills to
exploit and manoeuvre for problem-solving. Within this
generalist approach, there has been an effort to allow
the civil servants in the central government to specialise
in certain areas. However, more frequently than never,
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the civil service servants are shifted to assignments
without having regard to their specialisation. The provin-
cial civil service system has had no regard to the ques-
tion of specialisation, and hence the provincial civil
service cadres have by and large been generalists.

The Indian civil service system both at the central
and at the provincial levels has provided very short
tenures to civil servants. Many officers have made a
vivid note of this in their writings, mentioning that their
lives have been one of packing and unpacking. A study
of the IAS movement pattern shows that the percentage
of officers serving for less than one year has been more
than 50 for the country as a whole (see table 1). The
officers putting in one to two years of service are about
25 per cent of the total strength of the IAS in the
country, and the number of IAS officers putting in two to
three years of service has been on an average about 10
per cent of their total number. The percentage of officers
serving over three years have been less than one digit,
on an average, taken as a whole for the country. The
officers of the Indian civil service system work both at
the centre, and on deputation in the various provinces
of the Indian union. What emerges is an interesting fact
that the short tenures of less than one year for 50 per
cent of the officers is a phenomenon common to both
the central and the provincial governments. However,
when a study of tenures enjoyed by the IAS officers in
the various provinces is taken, it is found that some
provinces such as Guijarat, Maharashtra. and West Ben-
gal have allowed a greater proportion of the IAS officers
on deputation to these services a tenure longer than
one year, but provinces such as Haryana, Andhra
Pradesh and Rajasthan represent the other extreme,
where a majority of the officers were not allowed to
continue in their positions for more than a year, and the
percentage represented by these provinces turns out to
be higher as compared to the percentage of IAS officers
working in the central government in this regard (see
table 2).

IAS movement pattern shows the per-
centage of officers serving for less than
one year has been more than 50 for the
country as a whole.

The ladder of promotion in the case of the central
government for Group A services starts from Under
Secretary and ends at the secretary’s level. The Cabinet
Secretary is the head of all the civil services of the
central government. Between the Under Secretary and
Cabinet Secretary, there are ranks of Deputy Secretary,
Director, Joint Secretary, Additional Secretary, and

Secretary. In the provincial governments, in Group A
services, the lowest rank is that of Assistant Collector
and the highest rank Chief Secretary. The functionaries
in between include the ranks of Deputy Secretary, Joint
Secretary, Secretary, Commissioner—cum-Secretary.
Member of the Board of Revenue, and Chief Secretary.
The civil service officers belonging to the IAS start with
a junior scale and move upwards to senior scale, selec-
tion grade, supertime scale Additional Secretary,
Secretary and Cabinet Secretary. The maximum period
between which an IAS officer is promoted to the senior
scale is six years. The super time scale is given to these
officers by the time of the 17th year of their service.
These officers face the problem of upward movement
from the rank of Additional Secretary onwards. The
central government empanels the IAS officers for the
post of Additional Secretary. About 20 per cent of the
recruits in the IAS get promoted to the post of Additional
Secretary. About 10 per cent become Additional Secre-
taries. Only 5 per cent reach the top position of
Secretary to the Government.

Table 2: Number of Officers in Position in the IAS as on 31.3.1988

and 31.3.1996
State 1988 1996
Andhra Pradesh 320 326
Arunachal Pradesh-Goa-Mizoram- 388 *242
Union Territories
Assam & Meghalaya 186 21
Bihar 363 370
Gujarat 230 232
Haryana 182 198
Himachal Pradesh 115 130
Jammu & Kashmir 95 130
Karnataka 235 260
Kerala 155 162
Madhya Pradesh 372 391
Maharashtra 328 364
Manipur & Tripura 114 159
Nagaland 39 44
Orissa 203 202
Punjab 180 196
Rajasthan 231 248
Sikkim 41 41
Tamil Nadu 293 314
Union Territories 193
Uttar Pradesh 504 540
West Bengal 283 301
Total 5050 5061
Source: Government of India, New Delhi, Civil Service List for 1988

and 1996.

* The number has declined due to the statehood given to Goa.
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Table 3: Comparative Perceptions of IAS Officers by Police, Politicians, Technocrats and Academicians

IPS Politicians Technocrats Academicians
(N = 118) (n = 1086) (n = 166) (n = 138)

F % RK F % RK F % RK F: % RK
Projects self as an expert 102 86.4 1 80 75.5 1 108 65.1 1 106 76.0 1
on most things
Concern for and focus on 106 89.8 2 8 642 2 108 65.1 1 82 59.4 Bl
own career
Self-opinionated 100 84.7 3 62 64.2 2 108 65.1 1 82 59.4 4
Power-hungry 88 746 5 68  64.2 2 86 518 4 66  47.8 6
Shrewd and manipulative 94 79.7 4 54 50.9 - 90 54.2 3 61 44.9 7
Procedure and 88 74.6 5 40 377 6 76 458 5 82 59.4 4
rule-focussed
Arrogant 84 71.2 6 62 58.5 3 60 39.8 9 72 52.2 5
Inaccessible 68 57.6 62 58.5 3 74 44.6 6 50 36.2
Judgemental and critical 30 25.4 8 36 34.0 7 68 41.0 8 86 62.3 3
Action and result focused 16 13.6 1 46 43.4 5 68 41.0 8 48 34.8 10
Concern for minor details 16 13.6 1" 32 30.2 8 70 42.2 7 44 31.9 11
Committed to 22 18.6 9 22 208 12 60 36.1 9 28 20.3 12
organisation/institution
Intellectually of high calibre 8 6.8 15 26 245 11 30 18.1 12 56 40.6 8
Understanding and helpful 18 15.3 10 30 28.3 44 26.5 10 22 15.9 13
Respects others’ 12 10.2 13 30 28.3 9 44 26.5 10 22 15.9 13
competence and capability
Conscientious 14 11.9 12 18 17.0 14 32 19.3 11 28 20.3 12
Trustworthy 14 11.9 12 28 36.0 10 32 19.3 1 8 5.8 17
Risk-taker 9 8.5 14 20 18.9 13 26 157 13 12 8.7 15
Treats others with dignity 14 119 12 4 3.8 17 20 12.0 15 8 5.8 1w
Visionary and 2 1.7 16 10 9.4 15 22 13.3 14 10 7.2 16
transformational

Source: Singh P. and Bhandarkar, IAS Profile: Myths and Realities, Wiley, 1994, pages 21-22.

For the top three IAS services, the strength of the
various cadres is fixed by the Department of Personnel
and Training in consideration with various ministries at
the centre and the Chief Secretaries of the respective
provincial governments. The Establishment Officer in
the Department of Personnel and Training manages the
Indian Administrative Services. The Establishment Of-
ficer is accountable for his actions and receives
guidance from the Department of Personnel and Train-
ing. The IAS cadre for the different provinces is com-
posed of direct recruits and promotes. The promotes in
the case of the IAS are about 25 per cent of the total
cadre strength. Recently a suggestion has been made
to increase this to 33-1/3 per cent.

The central civil services and the provincial civil ser-
vices have about eight million employees. About 60 per
cent of the employee strength constitute attenders and
peons. Thus, the Indian civil service system does not

have an officer-orientation. Further, the strength at the
top of the IAS has not changed significantly between
1988 (5050) and 1996 (5061) (see table 3). Several
provinces have complained about the top-heavy struc-
ture of the IAS in their provinces. The central govern-
ment, as a part of the new economic policy, decided in
1991 to surrender 10 per cent of the posts of the level of
Joint Secretary and above. The Fifth Pay Commission in
its report has suggested the right-sizing of the Indian
bureaucracy to the extent of at least one-third of its
present strength. The government spends Rs. 10,000
crore (about US$3 billion) per annum as the pay and
perquisites. One of the limitations of taking a drastic
step to cut down the size of the bureaucracy is that the
members of the various civil services have been ac-
corded a special protection under an Act, and unless a
new legislation is brought about withdrawing a number
of privileges and perquisites, or the present Act is
scrapped, nothing much can be done. One of the solu-
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tions suggested is to reduce the number of permanent
posts to the bare minimum and incorporate a provision
for contract posts. The figures obtaining presently point
out that contract posts almost do not exist anywhere in
the Indian civil services system. The posts of the ad-
visors to the different ministries/departments can be
cited only as one exception to this generalisation. The
reward structure for the civil service personnel is rigid.
Their salaries are determined by the Pay Commissions.
It is said that the incumbents in the Indian civil service
are under-worked and under-paid, and hence they
under-perform. While this may be true of the members
of the All-India services and Group A services, this is not
true of the members of the Group B, C, and D services
who are said to receive two to three times the emolu-
ments of their counterparts in the private sector.

Fifth Pay Commission has suggested
the right-sizing of the Indian bureau-
cracy to one-third of its present

strength.

Promotions in the Indian civil service system are
dual-track-based following a ratio of 66.67 : 33.33
upto junior level. Beyond this level, most of the posts
are filled up by internal promotions of the officers
manning the provincial or central cadres in the case
of the Indian administrative services and by
departmental promotion committees set up by various
central and provincial civil services. Promotions to
senior posts are based to the extent of 50 per cent
on the recommendations of the departmental promo-
tion committees constituted as per the guidelines
given in the service rules concerning the various civil
services.

Representativeness

The Indian ~ivil service system reflects the charac-
teristic of representatitiveness in multifarious ways.
There is no bar of persons belonging to different
regions, castes, and creed to join the civil services.
There is no gender discrimination. There is no bias for
people with a particular educational background which
could facilitate their entry to the civil services. However,
to enter the Indian civil service, one has to have a mini-
mum age of 21 years and a maximum age of 28 years.
One cannot make more than three attempts in a three
tier examination. In so far as language is concerned, it is
English which has taken the lead in the sense that
English-speaking inhabitants have succeeded in much
larger proportion as compared to candidates not profi-

cient in English. Educationally, entrants with physics,
mathematics and geology background have taken
precedence over history, sociology, public administra-
tion, anthropology, psychology, and geography back-
grounds. Of late even engineers, medicine, and
management graduates have started participating in the
Indian civil services examinations. More women can-
didates have started appearing both for the A and B
Groups of the All-India civil service and the provincial
civil service recruitments. A study of the financial back-
ground of the candidates shows that majority of them
come from the upper middle income group families.
Further, a majority of the candidates selected had
parents working in government.

The Indian civil service is patterned after the ad-
ministrative structure of the country. It is both
centralised and decentralised. It is centralised in the
sense that the recruitments to the Indian civil service,
and in particular of the IAS and the civil services, are
made by the Union Public Service Commission and the
Staff Selection Commission. Once the candidates are
recruited to the IAS, they are allotted to the provincial
cadres and it is the responsibility of the respective
provincial governments to manage their cadres. How-
ever, provincial governments cannot take disciplinary
action on the members of the IAS without permission
of the Establishment Officer of the Government of
India. As explained earlier, though the officials of the
IAS are alloted to various provincial cadres, 40% are
deputed to the central government and thus they get
an opportunity to have a wider experience. This pattern
of the Indian civil service is a colonial heritage where
initially the various sponsors of the Indian government
had their own civil services, and later on central Act
was passed for bringing in uniformity relating to ap-
pointment, promotion, and terms and conditions of ser-
vices. The various provinces of the Indian union also
maintain their own civil services. Recruitments to their
civil services are mostly done through the State Public
Service Commissions. Each ministry of a provincial
government maintains its own cadre. Thus, it can be
said that the pattern of the Indian civil service system
has nothing to do with its political structure as selec-
tions are based on regime-type or party-system. The
tenures of the officers of the civil services are invariably
very long. A civil servant normally puts in 30-35 years
of service and, therefore, enjoys a great deal of
stability. Though there have been social dissensions in
the country, these have never marred the stability of
the civil servants in the country.

Politicisation

A number of constructs with regard to civil service
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Weberian construct dominates the In-
dian civil service system. According to
this concept, a civil servant has to be of
steel frame, following an impersonal
style of work.

systems have been presented, of which the classical
one known as the Weberian construct dominates the
Indian civil service system. According to this concept, a
civil servant has to be of steel frame, following an imper-
sonal style of work. Rules, regulations and procedures
govern day-to-day working. Manuals are prepared to
resolve conflicts. Innovativeness is a casualty. Seniority
is regarded more important than merit. Hierarchy acts
as the backbone of the system. Buckpassing is a com-
mon phenomenon. Result-orientation is not the goal,
procedural accountability takes a lead over perfor-
mance, faithful execution of orders is done single-min-
dedly without giving any regard to the final outcomes.
Decisions do not emerge out of discussions and con-
sensus. Orders flow from top-down to bottom. There is
no communication channel at the bottom. The scope of
the functioning of the civil service is limited only to im-
plementation of the policy as conveyed by the
politicians. Thus, the civil servants, both at the central
and at the provincial levels, are charged with the
responsibility of faithful execution of political program-
mes. They have to pledge their sincerity not to a par-
ticular political party but to the political regime in power
at any point of time. This often necessitates changing
colour like a chameleon with change in political regime.
For instance, the present coalition government in power
at the centre is backed by thirteen political parties which
have developed a common minimum needs
programme. This is very different from the programmes
and policies of the previous regimes in power which
representated a single-party government. The civil ser-
vants at the centre have no other go but to switch over
their loyalty to the implementation of the common mini-
mum need programme. This does not mean that they
are now sold to the members of the political parties
which are a part of the present coalition government.
Their commitment is to the governmental programmes
which happen to be usually the political and economic
agenda of the party in power.

Result-orientation is not the goal, pro-
cedural accountability takes a lead over
performance.

The political and administrative systems have to
work together to achieve the socio-economic goals.

The impact of the civil servants on policy-making
depends on their expertise in a particular area. Civil ser-
vants are in a privileged position of having access to all
possible information necessary for evolving a policy.
They also have at their disposal the manpower support.
Over a period of time they develop their own network. At
times they continue longer than the minister and, there-
fore, have become the spokesmen of the ministry and
get very closely associated with the formulation and im-
plementation of the policy. Further, the civil services sys-
tem is blessed- with continuity as compared to political
regimes which change much more frequently, or at least
once in five years. That the civil service system and the
political system are seen as two different things is estab-
lished by the fact that a negligible percentage of civil
servants have become politicians, unlike France where
the present President keepsthis lien on the civil service.
In India, a civil servant can not act as a politician and
continue to be a part of the civil service.

The civil services system is blessed
with continuity as compared to political
regimes which change frequently.

Public Opinion

Public Opinion acts as a mirror about the effective-
ness or otherwise of the civil service system in any
society. What once used to be said about the British
times and the civil service seems tc stand true even
today. For the Indian civil service during the British
period it was said that they were neither Indian, nor civil,
nor public servants. It was expected that with inde-
pendence they would be Indian in thinking and action.
The general perception is that the Indian civil service
has hardly changed in terms of attitudes, more and cul-
ture. A study of the overall perception of the officers of
the IAS by members of the Indian Police Service,
politicians, technocrats, and academicians points out
that they project themselves as experts on everything.
Their concern for, and focus on their own career in very
high. They are self-opinionated, power-hungry, shrewd
and manipulative, procedure and rule-focussed, ar-
rogant, inaccessible, judgemental and critical, and
having concern for minor details. They have been rated
very low on positive traits such as commitment to or-
ganisation, trustworthiness, risk-taking, conscientious-
ness, innovativeness, and creativity, Most of the studies
have rated them lowest as visionaries and transforma-
tional leaders. They are considered to be no-change
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Table 4: Self-perception of IAS Officers

(n-289)

2 % RK
Projects self as an expert on 51 17.65 18
most things
Concern for and focus on 62 21.45 16
own career
Self-opinionated 25 8.65 19
Power Hungry 13 4.50 22
Shrewd and manipulative 23 7.96 21
Procedure and rule-focussed 31 10.73 20
Arrogant 55 19.03 17
Inaccessible 65 22.49 15
Judgemental and critical 74 25.61 14
Action and resuit-focus 178 61.59 3
Concern for minor details 89 30.80 13
Rational and Logical 172 59.52 4
Committed to 210 72.66 2
organisation/Institution
Intellectually of high calibre 222 66.82 1
Understanding and helpful 104 35.99 10
Respects others' competence 98 33.91 1
and capability g
Conscientious 166 57.44 5
Trustworthy 140 48.44 8
Risk-taker 160 55.36 6
Treats others with dignity 93 32.18 12
Innovative and creative 151 52.25 7
Visionary and Transformational 130 44.98 9

Source: Singh, P. and Bhandarkar, IAS Profile: Myths and Realities,
Wiley, 1994, page 27.

agents (see Table 4). The self-perception of these of-
ficers (officers of the IAS) is exactly opposite (see Table
5). The thrust of the criticism of the Indian civil service
system is on averstaffing, wastefulness, cautiousness,
unfairness and rnon-responsiveness. Prof. Rajkrishna, an
eminent economist, once observed that if the size of the
Indian bureaucracy could not be reduced, the least that
the government could do would be to keep its offices
open only three days a week. 40 per cent of the 600,000
people working in the Andhra provincial government is
in excess of the requirements. This is more or less the
case with the other provincial governments in the
country, and also with the central government. The man-
power required —is not reviewed at fixed time intervals.
Unfortunately, this work is done by the Pay Commis-
sions both at the centre and at the provincial levels

which in no way have expertise in ergonomics, time and
motion studies, and work study. Recently, the Indian
civil service system has come in a very poor light on the
charges of corruption. The vigilance and income tax
departments conducted raids on the houses of a num-
ber of bureaucrats that they have property/assets dis-
proportionate of their incomes. One of the officials
dealing with intelligence was caught trading secrets for
monetary considerations. There are many more such
cases.

The Indian civil servants feel that they dc not have
independence and are exploited politically to undertake
jobs for which they are not answerable. For instance, a
very senior civil servant in Karnataka was jailed by the
Supreme Court in 1996 on the charge that he did not
carry out the orders of the Supreme Court to promote a
government servant. The explanation given by the civil
servant was that he was prevented from implementing
the Supreme Court orders by the political bosses in the
province. The relationship between the politicians and
civil servants has undergone a great change. A resolu-
tion passed by the Council of Ministers was not imple-
mented by the Secretary of the Home Ministry during
the early years of independence, and the Minister hailed
the right of the civil servant to have his own opinion and
went to the extent of withdrawing the proposal. Today
not many civil servants would air their disagreement to
the minister.

Reform and Diffusion

Civil service reforms have become a buzzword of
today. The central and the provincial governments have
started thinking in terms of reforms due to internal and
external pressures. Internally, the central and the provin-
cial governments. irrespective of the fact as to which
party/parties are in power, want to present an image of
effective institutions. They intend to become leaner and
fitter organisations. They intend to have quick reflexes.
Instead of bureaucratic-orientation they propose to have
a customer-orientation. In India civil service reforms have
mostly come at the initiative of the elected representatives
forming the government of the day. In 1996 the Admin-
istrative Reforms Commission submitted its report ap-
praising the effectiveness and efficiency of the systems
and procedures of the various parts of the central govern-
ment. The different provincial governments have set up
administrative Reforms Departments and appointed

Civil service reforms have become a
buzzword of today.
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Table 5: IAS Location, 1993

State District State State or Central Govt. of Others Total
Administration Government Public India
Enterprises

Andhra Pradesh 87 127 39 48 15 213
Arunachal Pradesh - Goa - 38 119 12 36 8 213
Mizoram - Union Territories

Assam & Meghalaya 41 77 14 41 19 192
Bihar 114 131 35 56 16 352
Gujarat 62 95 45 26 18 248
Haryana 48 88 28 27 12 203
Himachal Pradesh 29 54 10 17 21 131
Jammu & Kashmir 15 58 6 19 6 104
Karanataka 59 99 37 49 14 258
Kerala 34 67 22 25 13 161
Madhya Pradesh 129 142 25 56 21 373
Maharashtra 107 103 52 54 26 342
Manipur & Tripura 35 57 9 26 10 137
Nagaland 8 32 1 3 2 46
Orissa 44 104 19 39 9 215
Punjab 29 90 16 17 18 170
Rajasthan 58 105 20 33 74 223
Sikkim 5 32 1 3 2 43
Tamil Nadu 73 139 56 26 16 310
Uttar Pradesh

Source: Civil Service List, Government of India, New Delhi. 1993.

Committees to look into their functioning. The whole effort
has been to make the government efficient and effective
by rationalising different laws, manuals, rules, and
methods of functioning. What is lacking is the attempt to
corporatise the government systems at the central and
provincial levels. Business and professional-orientation
has not been initiated nor the practice of questioning the
value for money. There is a need to overhaul the civil
service system in India, the main reason being the
resource crunch faced by the governments at the various
levels and shift in the thinking of the political parties with
regard to state ownership.

The idea of privatisation is gradually gaining ground
and has become a driving force to classify the government
activities as core and non-core. There is wide agreement
about the fact that the non-core, non-essential activities
of the government could be given up to private parties.
For instance, some major municipalities in the country
have privatised the cleaning of garbage, sewerage work,
and installation of electric poles and extension of
electricity network. The public enterprises in the country
are also being forced to categorise their activities as core
and non-core, and concentrate on the area of their busi-

ness competence. A number of local government institu-
tions/public enterprises are approaching the capital
markets for funding. Even the central and provincial
governments are approaching the national and interna-
tional institutions for funding their deficits and infrastruc-
ture projects in place of depending on the support of the
central bank which could collabcrate with the govern-
ments in deficit financing. The most important budgetary
and financial reform that has taken place at the centre is
sticking to the fiscal deficit of not exceeding 5 per cent.
In the second stage of economic reforms, the provincial
governments would also be expected to arrest their finan-
cial deficits. Both the central and the provincial govern-
ments attempted to introduce zero-based budgeting in
the 1980s. Attempts have been made to imbibe the
concepts of programme-cum-performance and perfor-

Non-core, non-essential activities of the
government could be given up to
private parties.
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mance-budgeting. All these reforms have been effected
under the dispensation of the new economic policy
adopted by the central government in 1991.

Tha paliay malare and adminietratore have boon talk-
ing for quite some time about a performance-oriented
civil service and linking rewards with output and efficiency.
The privaie sector in the country has been able to imple-
ment these ideas as they have a work cadre different from
the Indian civil service and their ethos also happens to
be different. They have been able to enmesh the concept
of performance measurement and performance ap-
praisal. In the case of the Indian civil service system there
has been only an annual appraisal by the Senior of his
subordinate and such an appraisal is always kept con-
fidential. There is no goal congruity as the communica-
tions of the government do not traverse from top-down
to the bottom. In the private sector the idea of perfor-
mance appraisal goes far beyond its mechanical applica-
tion. The private sector enterprises do even performance
counselling and there is no question of keeping the per-
formance appraisal records confidential. They practice
management by objectives, the MBO system.

One source of reform in the government both at the
central and at the provincial levels, and in their various
organs, has been competition of the private sector
enterprises, and it has been found that wherever such
possibilities have existed, the government control sys-
tems have either reformed themselves or are under pres-
sure to do so. For instance, the Steel Authority of India
Limited (SAIL), a corporate major owned and managed
by the central government, is in competition with the Tata
Iron and Steel Company, a corporate major in the private
sector in India, and corporate majors in the steel sector
located abroad. The central government has allowed SAIL
to formulate performance related pay packages, raise
funds from abroad, redesign the capital structure, and
restructure its internal operations.

The economic reforms in India have come about
not all on their own. The global institutions, such as the
World Bank and the International Monetary Fund, have
been behind such reforms. India has adopted the
general concept of reforms but redesigned it to suit its
own needs. The country has largely succeeded in intro-
ducing the economic reforms. However, the administra-
tive machinery has not been able to respond to the
needs of time and has failed to make the full-scale chan-
ges so necessary to absorb the impact of the implemen-
tation of economic reforms.

Configurations

The configurations in the Indian civil services system
can be discussed in terms of Ferrel Heady and Philip

Morgan constructs. The market will play a significant role
in the social, economic, and political systems in India in
future. This would present a new context for the function-
ing of the civil service systems in India and they would
adopt themselves to this change, one of the ramifications
of which could be a shift from traditional government-
oriented bureaucracy to managerial-oriented bureau-
cracy striving to achieve professionalism of a very high
order. The civil service system in the central government
is managed by the Establishment officer who allocates,
in consultation with the Chief Secretaries of the various
provinces, the officers of IAS to the provinces. The deputa-
tion of these officers to the centre is again done through
this same consultative process. The central ministry
places indents of demand on the Establishment Officer
and signals broad choices which may or may not be
accepted by the Establishment Officer. The disciplinary
action, promotion/demotion and pension-related issues
are settled by the Department of Personnel and Training.
In case the officials of the central civil services intend to
have a legal recourse to the decisions of the Department,
they could approach the Central Administrative Tribunal
whose decision is binding excepting for appeals in ex-
ceptional circumstances to the Supreme Court. In the
case of the various provincial governments, a similar
system has been adopted.

The performance of civil servants is commented
upon by the controlling authority which normally is the
head of the department. He rates the incumbents on
several parameters, such as competence, punctuality,
efficiency, capability, ability to work with the team,
leadership qualities, etc. This is not to suggest that the
Indian civil service system has been able to evolve a
professional performance appraisal system as it square-
ly fails to measure technical competence and capability
to carry out neutrally and impartially the policy direc-
tives of political decision-makers though this should be
the spirit which guides their functioning. Each profes-
sion should develop its own code of conduct and per-
formance appraisal system. By this reckoning, the civil
service system in India should also respond to the need
for developing its own system of performance appraisal
and code of conduct. No law can offer an all-time solu-
tion in these regards. Most of the Indian Acts in their
present form are adopted versions of their British edi-
tions. A perusal of such Acts clearly reveals that they
were never intended to prescribe a code of conduct or
a performance appraisal system. They only contained
the powers and privileges, the service benefits, and the
accountability mechanism which had to be followed by
the civil servants. In the Indian Constitution, in Article
356, there is a provision to impose presidential rule in
the provinces of the Indian union should the Governors
make such recommendations when they feel that the
democratic machinery cannot function under the nor-
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Focus

Productivity in Public Administration:
Concept & Application in India

Noorjahan Bava

The concept of productivity needs to be widened so as
to embrace not only its economic aspect (ratio between
inputs and outputs) but also the political, administrative,
social, cultural, national, international dimensions.
Many aspects of public sector productivity are qualita-
tive and do not lend themselves to quantification and
measurement.. A holistic approach to the problem is a
virtual necessity.

Noorjahan Bava is with the Department of Political Science, Univer-
sity of Delhi, Delhi-110007.

It is imperative to place the issue of public sector
productivity in the broader context of political theory
and philosophy, values, norms and ethical standards of
public service, lest half-truths, false notions, biases and
prejudices coupled with myopic vision create distortions
in our understanding and perception of the central
questions.

The Philosophy of Public Administration

In 1887 Public Administration was defined broadly
as the practical or business end of government because
its objective is to get the public business done as effi-
ciently and as much in accord with the people’s inter-
ests, tastes and desires as possible (Wilson, 1887).
Public administration was perceived as the most ob-
vious part of government, as government in action, as
the executive, the operative and the most visible side of
the government. “Public administration is the detailed
and systematic execution of public law. Every particular
application of general law is an act of administration.
The broad plans of governmental action are not ad-
ministration, though detailed execution of such plans is.
The distinction is between general plans and administra-
tive means” (Wilson, 1887, p. 212).

A broader and more realistic view holds that
public administration is concerned with the ends of
the state, i.e., with politics, the ends of the economy
and values of national life. In addition to being practi-
cal, in a business sense, public administration must
also be statesmanlike, philosophical. It must meet
human needs.

Public administration is concerned with
the ends of the state, with politics, with
economy and values of national life.
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If the major functions of the government of a
democracy are: responsible and responsive governance
of the country, provision of public services, promotion of
all round development and nation-building, protection of
the fundamental rights and freedoms of the people,
promotion of international peace, understanding and
cooperation and trade between nations, and ecological
protection, then public administration system— public
personnel, agencies, public resources, laws, rules and
procedures — becomes the executive machinery through
which the government performs these crucial functions.
In each case, administration is centrally concerned and
so is the citizen. It is through administration that govern-
ment responds to those needs of the society that private
initiative cannot or will not apply (Dimock & Dimock,
1975). The public services provided by the governmental
administration are of an urgent and essential social na-
ture —be it maintenance of law and order, public peace
and tranquility, or supply of essential goods and services
such as drinking water, food items, energy (power), main-
tenance of hospitals, health and hygiene, roads, parks,
playgrounds and public places, educational institutions,
public transport and communication facilities, protection
of dalits, women and minor children from atrocities,
crimes and violence, regulation of markets, weights and
measures, maintenance of standards of quality, preven-
tion of adulteration, effective enforcement of laws against
monopoly and restrictive trade practices, hoarding,
smuggling, drug and women trafficking, maintenance of
prisons, remand homes and rehabilitation centres, care
and development of the handicapped, etc.

Another way in which administration relates to the
ends of the state is in the determination of public policy.
The administrator not only carries out public policy but
also shapes it, recommends it and often takes an active
part in securing its enactment into law and making the
necessary rules and regulations for its enforcement. In a
democracy, the minister and the legislator, as the repre-
sentative of the people has the final say in all political
matters, the civil servant (administrator) must be not
only practical and production-minded, but also be
skilled in human relations, policywise, understanding of
the needs of the economy and appreciative of its value
systems (Dimock & Dimock 1975, p.4).

Public administration is an essential part of society
and is culture-bound. It operates and interacts with an
environment which is an integral part of a particular
polity, society, economy and cultural setting. Not only
are the public servants drawn from the same society,
but also they share its value and belief systems. In
return, public administration acts as a catalyst of social
change, economic development and cultural enrich-
ment. Public administration is of pivotal importance in
developing nations like India which has launched mas-

sive programmes and projects of development to uplift
the masses from poverty, disease, malnutrition, un-
employment and inequality.

Public administration acts as a catalyst
of social change, economic develop-
ment and cultural enrichment.

As public administration is manned by and meant
for human beings, it is defined as rational collective
human endeavour in pursuit of human welfare—well
being of the people (clients) as well as that of its
employees. Every action of administration must serve
public interest or the public good. Etymologically speak-
ing the Latin word ‘administratre’ from which the English
word ‘administer’ is derived means ‘to serve’. The ad-
ministrator, is, therefore a person who is the servant of
the people and not its master. A test of good public
administration lies in the competence, skill and ability of
the public servants to serve the people, to their utmost
satisfaction with equality of treatment, efficiency,
economy and effectiveness.

Public & Private (Business) Administration

Public and business administration are species of
the same genus—administration—both are practical,
provide service, rely on common techniques relating to
planning, organisation, budgeting, delegation and con-
trol. However, fundamental and far-reaching differences
make them far apart. While Government exercises the
sovereign powers of the state and makes laws which
are binding on all, business houses, companies and
firms have no such powers but on the other hand, they
have to submit themselves to such laws.

Three aspects differentiate government from private
administration, namely, breadth of scope, impact and
consideration; public accountability; and political char-
acter (Appleby, 1945). ‘The organised government com-
prehends in some way, it impinges upon and is affected
by practically everything that exists or moves in our
society. It involves policies and action of immense com-
plexity. Its fullest possible understanding requires the
wisdom of the anthropologist, the historian, the
economist, the sociologist, the political scientist, the
farmer, the labourer, the merchant, the industrialist, the
banker, the politician, the philosopher, and many more.’
(Appleby 1945, p.6).

Public accountability, the cornerstone of public ad-
ministration sharply separates it from business ad-
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of management or even to the elimination of jobs are
some common problems from the labour perspective.
Sometimes the productivity measurement programme
may require performance of additional duties not included
in the written job description of the Government. Itis also
possible that both labour and management within an
organisation share a common perception or attitude such
as resistance to change. To overcome such a problem,
management must be sensitive to the fears of labour
regarding the potential negative effects of productivity
programmes. Labour must be involved in the develop-
ment of such a programme from the initial planning stage
to its implementation stage to avoid management-labour
schisms.

Political-Constitutional Problems

The possibility of environmental and political
problems arising in the course of introduction of
productivity measurement schemes cannot be ruled
out. These may include policies which impede produc-
tivity measures, restrictive laws, rules and regulations,
collective bargaining, and impediments to policy
development and implementations caused by the prin-
ciple of separation of powers in the constitution. Ex-
perience demonstrates that executive-legislative
cooperation required by both the principles of sepa-
ration of powers and checks and balances renders the
implementation of a productivity policy more difficult.
Success of the policy depends not only on executive
optimism but also on legislative funding. Since many
policies are intergovernmental in scope due to the
federal grants-in-aid system, productivity measurement
programmes must frequently consider federal, state and
local officials (Barton, 1982).

Another impediment to development and implemen-
tation of measurement programmes is likely to arise from
government policies, legislative statutes, administrative
rules and regulations and monopoly position of the
government and its agencies (Tashiro, 1982). Japanese
management techniques and practices involving, no em-
phasis on job description, life-time employment and
seniority system, collective decision-making and shared
responsibilities and concerns amongst all employees
(Ringi-sei) and comprehensive and strenuous efforts of
the nation have been found to be some of the key deter-
minants of public sector productivity.

Japanese management techniques and
practices involve, no emphasis on job
description, life-time employment and
seniority system.

Productivity in Public Administration in India

In the context of Indian public administration, the
concept of productivity is linked with ideas of efficiency,
economy, effectiveness, successful performance of
duties and responsibilities by the government employee
(civil servant/bureaucrat), realization of constitutional
values and welfare-state ideal, achievement of develop-
ment goals and objectives such as removal of poverty,
unemployment, inequality, over-population, malnutrition
and disease, and shaping India into a modern, vitrant
federal, democratic. Secular Republic in which every
citizen will enjoy justice, quality, freedom, fraternity, in-
dividual dignity consistent with unity, territorial integrity
and sovereignty of the nation. Thus the concept of
productivity involves both quantitative and qualitative
aspects, long term and short term consequences, of
public policies, administrative actions, inactions, aberra-
tions, government-citizen relationships, active coopera-
tion, participation and involvement of the people—both
the general and targeted public in governance, develop-
mental and nation-building activities.

Productivity involves both quantitative
and qualitative aspects, long term and
short term consequences, of public
policies, administrative actions, inac-
tions, aberrations, government-citizen
relationships, active cooperation, par-
ticipation and involvement of the
people.

The issue of public sector productivity assumed a
special significance in India with the adoption of various
industrial policy resolutions, implementation of five year
plans and emergence of a dominant public sector with
control over the commanding heights of the Indian
economy. The performance of public sector undertak-
ings (PSUs) with the exception of a dozen or so public
sector giants such as ONGC, 10C, HPL, GAIL, BHEL,
etc. was dismal at the productivity front prior to the
paradigmatic policy shift towards liberalization. Far from
generating surplus resources for financing the country’s
socio-economic development, the PSUs became white
elephants and proved to be a big drain on the public
exchequer. Plagued by labour-management problems,
excessive staff, bureaucratic culture, absence of com-
petition due to monopolistic position of most of the
PSUs, lack of modernization and use of obsolete tech-
nology, lack of commitment to the constitutional and
statutory goals of the government, on the part of the
civil and industrial bureaucracy coupled with political
intervention with day-to-day administration of the
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enterprises, corruption and criminalisation of politics,
and adoption of populist policies by the Government
including the disastrous pricing and subsidy policies,
the performance of PSUs dipped to the bottom in 1990-
91 when the nation was faced with the oil crisis, due to
the Gulf War and the balance of payment crisis in 1991.

With the adoption of the liberalization, privatization,
and globalization policy, the Central Government has
taken a number of steps to bring about disinvestment of
the PSUs so as to generate resources to meet the grow-
ing budgetary deficits and to create competition be-
tween public and private enterprises with a view to
facilitate efficiency in public sector performance. That
the ten year old economic reform policy of the Govern-
ment has not resulted in revamping, restructuring and
re-strengthening of the PSUs is an admission of policy
failure and productivity erosion.

However, the political productivity of India in the
past five decades, has been very impressive in terms of
existence of a strong, stable, viable, democratic govern-
ment—a functioning democracy with a stable govern-
ment (1947-77), dynamic opposition, responsible and
responsive governance, decentralized democratic
development, freedom of the press, increasing citizen
participation in government and a professional civil ser-
vice. However, the political productivity record has been
punctuated by aberrations such as criminalization of
politics, communalisation and politicisation of the civil
services, and the police, encouragement of political
defections, misuse and abuse of political administrative
authority, electoral violence and malpractices and cor-
ruption amongst politicians and civil servants.

In the social sector, India has registered a negative
growth in productivity as is evident from the population
explosion, growing illiteracy, neglect of the development
of women, children and dalits and violence against the
weaker sections and minorities, lack of adequate health
care, education, housing and drinking water facilities.
While life expectancy has increased, infant mortality rate
is still high. Crime against the girl child and women is on
the increase and half the female population of the
country does not participhte in governance and
development activities, although a small dent has been
made as a result of the 73rd and 74th Constitutional
Amendments. In the sphere of science and technology,
India’s productivity has been phenomenal as India is a
member of the Space Club and one among the nuclear
power states.

Conclusion

The concept of productivity needs to be widened so
as to embrace not only its economic aspect (ratio be-
tween inputs and outputs) but also the political, ad-
ministrative, sccial, cultural, national, international
dimensions. Many aspects of public sector productivity
are qualitative. They do not lend themselves for quan-
tification and measurement. To ignore the qualitative
aspects is not correct since a holistic approach to the
problem is a virtual necessity. Without the public services
rendered by the Government, the high rate of productivity
of USA and Japan would have been impossible. Adoption
of new management techniques, job enrichment, par-
ticipative decision-making, rewards and incentives,
morale-building, motivation and human resource
development can help increase productivity in public
administration.

Adoption of new management techni-
ques, job enrichment, participative
decision-making, rewards and incen-
tives, morale-building, motivation and
human resource development can

help increase productivity in public
administration.
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These values are as important to good government in
the future as they have been in the past. It is, therefore,
not only desirable but most essential that the general
confidence of the citizenry in public service should not
get impaired (Singh, S.S. 1996).

However, as studies point out, major factors that
hamper productivity in administration are: bureaucratic
ethos (rigid rules, hierarchy), negative attitudes at all
levels —individual, group and organisation, centralised
decision making, toc many controls, lack of account-
ability, lack of transparency, high input cost, ad-hoc
decisions, irrational allocations of resources, constant
intervention by political masters and senior officials, ad-
ministrative corruption, lack of proper orientation,
environmental limitations, social customs, etc.

There is widespread resentment with administrative
performance. The masses who expect improvement in
their living conditions stand thoroughly disillusioned. As
people start growing aggressive and assertive, the state
instead of undertaking more welfare programmes and
improving the efficiency of administrative structures, has
adopted a package of SAP and down-sizing the public
organisations.

Liberalisation & the New Way of Governance

The key strategy adopted for growth and produc-
tivity in most developing countries, during 1950s and
1960s was heavy reliance on planned economy with
emphasis on public sector participation in economic
development. The public sector was expected to
generate surpluses for accelerated economic growth
and socio-economic growth and socio-economic
development. Many developing countries, including
India pursued this model of development, but within a
period of two to three decades, became disillusioned
with the results. Public sector investments produced
less output, lower yield and consequently very little
surplus, if any, for growth. Consequently pressures
began to mount globally for a change in the strategies
of growth (Jain, R.B., 1996).

To overcome the economic crises, Structural Adjust-
ment Policies (SAP) first originated in the industrially
advanced countries and then spread to other parts of the
world. While in the developed countries such policies
contained both the elements of continuity and a break
with economic and social policies pursued in the post-
world war period, in the developing countries including
India, they constitute the reversal and a sharp break with
the earlier policies of a state-controlled and planned
economic system and growing reliance on administrative
methods for resource allocation and modernisation.

Structural Adjustment Programme (SAP) laid em-
phasis on a package of globalisation and liberalisation
of economy through a process of abolishing of import
control over all items; spread of international trade in
goods and commodities; capital flows from one country
to another to help produce goods and services; finance
(not necessarily linked to the production of goods and
services) flows between different countries; transfer of
technology between different countries; spread of print
and electronic media; adoption of a better market
economy to determine the pattern of investment and
output; ensuring macro-economic stability; privatisation
of public organisations, market-friendly and mar-
ginalised state etc. (Bagchi, AK, 1999).

The Government of India and State Governments
have been taking several measures since 1991 viz., en-
couragement of foreign investment in many areas; al-
lowing foreign financial institutions to enter stock
market; lending to priority sectors; bringing down sub-
sidies to agriculture and welfare programmes; privatis-
ing the public sector organisations, etc., with a view to
reorienting Indian economy based on market principles.

One of the objectives of this new way of governance
has been to reduce the operational zone of the govern-
ment and liberate market forces in a variety of ways such
as deregulation and adoption of various monetary and
fiscal measures. The second objective has been to import
market concepts and incentives into the operation of
government. Thirdly, liberalisation process is perceived
as the only possibility for growth and increasing produc-
tivity in government, and private sectors. Fourthly, social
concerns have been rejected as not deserving any con-
sideration in assessing economic performance or in defin-
ing viability of economic activities (Arora 1996).

Liberalisation process is perceived as
the only possibility for growth and in-
creasing productivity in government.
Social concerns have been rejected as
not deserving any consideration in as-
sessing economic performance or in
defining viability of economic activities.

However, studies on Liberalisation process reveal
that, it has failed to improve the macro-economic
management of the Indian economy and to attain a better
level of macro-economic capability. In the last two
decades the high interest rate regime, vulnerability of the
rupee and the response of India to the fluctuations in
investor confidence have made the economy far more
vulnerable to external shocks. Indian financial sector
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reforms have failed to activate their goal of making the
sectors more efficient, and there has been a hardening
of interest rates instead of the cheaper credit that was
promised. The reforms have had a disastrous effect on
the industrial sector leaving Indian firms vulnerable to the
foreign competitor. While Multinational Corporations
(MNCs) have been allowed to bring in funds, institutional
long-term finance for Indian firms has been curtailed. Thus
the objective of making the industrial sector globally com-
petitive for increasing productivity has been undermined
by ill-conceived industrial and financial policies. In several
sectors, there has actually been a decline in competition
with the systematic buying out of domestic firms. The
efforts of domestic firms to restructure have been made
impossible by the confusion and chaos in the financial
markets (Khanna, 1999).

On the eve of the Golden Jubilee of the Indian
Republic the President of India commented that: “Our
three-way fast lane of liberalisation, privatisation and
globalisation must provide safe pedestrian crossings for
the unempowered India also”. The President wanted the
energies of civil society to be mobilised against ecologi-
cal and environmental devastation. The burden has to
be shared equally by the Government and the people;
and there is a need to improve the tone of our social
and economic life through an improved work ethic and
environmental behaviour (Khare, 2000, P. 1).

Former Prime Minister Sri. PV. Narasimha Rao, who
is the Architect of New Economic Reforms in India, recent-
ly observed that the second phase of economic reforms
is losing its direction. In the name of disinvestment or
privatising the public organisations, the present govern-
ment is selling away the public organisations and helping
the private investors and richer sections of the society.
He has suggested that the government should encourage
private investors to invest in the sectors or areas where
government investment is not adequate and strengthen
the hands of government in providing better services or
facilities to people, particularly the needy. Former Finance
Minister of Gujarat State Sri. Sanath Mehata observed
that the “reforms, which have no human approach are
ruling the economy” (Eenadu, 2000, P. 7).

Economic reforms alone are not going to solve the
basic problems of our economy. Therefore for increas-
ing productivity and improving the socio-economic con-
ditions of the poor, the government has to bring
necessary administrative reforms and improve the ef-
ficiency of bureaucracy.

Need for Administrative Reforms

Administrative reforms generally refer to a deliberate
attempt to change both the structure and procedures of

For increasing productivity and improv-
ing the socio-economic conditions of
the poor, the government has to bring
necessary administrative reforms and
improve the efficiency of bureaucracy.

the public bureaucracy (i.e., reorganisation or institu-
tional aspects), and the attitudes and behaviour of the
public bureaucrats involved (i.e., attitudinal aspect), in .
order to promote organisational effectiveness and attain
national development goals. We cannot simply apply
market concepts or private sector techniques in publiz
sector, as the former exists on the profit from the ser-
vices it provides. It has to be partial to its shareholders.
The bureaucracy, on the other hand, has to be impartial.

Administrative reforms refer to a

deliberate attempt to change both in-
stitutional and attitudinal aspects.

The Government is reducing its share in the public
undertakings with a view to reduce its fiscal deficit and
inflation. The major reason for this state of affairs is the
high interest rates on the Government loans and not the
poor performance of public organisations. The govern-
ment is spending an amount of Rs. 1,00,000 crore per
year towards interest on loan amount and the revenue
expenditure of Government every year is only Rs.
30,000 crore. Even if we close all the government
departments we can not reduce our fiscal deficit and
privatising the public organisations is not the correct
solution to arrest the deficit of the Government
(Mankad, 2000).

No agency/organisation/structure can be a sub-
stitute to the bureaucracy—whether in liberalised
economy or controlled economy, as it has the infor-
mation, knowledge and experience relating to policies
and programmes. There is an unsubstantiated but
half-expressed notion that productivity — particularly in
government—can be improved by reducing the num-
ber of people doing the same amount of work. But
the experience in developed countries reveals that
productivity is increased on account of right-sizing the
public organisations and also through the com-
petence, intelligence and motivation of the employees,
rather than down-sizing the organisations (Stahl,
1982). In the light of these factors there is an urgent
need to seek measures to improve productivity in
government.
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Measures for Improvement of Productivity in
Government

Personnel Practices

The most important step to be taken to enhance
productivity in government is to evolve a sound person-
nel policy. It embraces everything from realistic staffing
plans, workload forecasts, and performance standards
to exploitation of job redesign, recognition of achieve-
ment, and enlistment of employee union collaboration,
standard managerial techniques of emphasis upon ob-
jectives, careful planning of resource, modification of
working hours, and intensive coaching of supervisors.

Job Enlargement

Job Enlargement of employees is another important
reform to be introduced in public organisations. It in-
cludes making people responsible for whole integrals of
function instead of its separate specialisations; permit-
ting employees to follow through on tasks or projects
from beginning to completion, rather than concentrate
upon a single segment; introducing as much of diversity
as feasible into a unit's activities; delegating maximum
authority for decision making to each layer in the hierar-
chy; training employees to upgrade their skills; rotation
of employees from time to time among different assign-
ments to give them the flavour and stimulus of new ex-
periences and challenges.

Consulative Management Council

Productivity improvement in public sector requires
special emphasis on co-operation between the govern-
ment  representatives and  representatives  of
employees. This effot must embrace: determining
work goals; setting performance standards; agreement
on methods of measurement with individual perfor-
mance evaluation. These processes are more likely to
be effective when there is complete openness in the
relationship.

Continuous Evaluation of Goals of Organisation

Measurement of productivity implies evaluation of
results or accomplishments by the existing manage-
ment during a given period of time and comparing the
same with evaluative standards. The standards may in-
clude adherence to a given policy, achievement of
declared objectives; and economic utilisation of resour-
ces, especially men, money and material, as compared
to other similar organisations. The broad indicators for
evaluation can be capacity utilisation, labour produc-
tivity, labour cost, degree of absenteeism, frequency of

accidents, mandays lost due to industrial disputes, the
rate of inventory, profit/loss incurred and the rates of
return on investment. An objective assessment of
productivity in government requires an evaluation of
goals continuously.

An objective assessment of productivity
in government requires a continuous
evaluation of goals.

Productive Initiative Training Programme

The government should organise productive initiative
training programme consisting of research, programme
development and measurement analysis. It should also
establish productivity cells to monitor and coordinate the
efforts of various organs/units of the organisation to in-
crease the effectiveness of the programmes.

Use of Modern Technology

Another major area of focus Is integration of Infor-
mation Technology in adminisirative processes to
automate data collection and general information
through use of E-mail, Internet, computer etc., for effec-
tive planning, monitoring, controlling and decision
making. This will enable the government to promote in-
formation access to trade, industry and public, besides
improving services to the people.

A major area of focus is integration of
Information Technology in administra-
tive processes to automate data

collection and general information.

Total Quality Measurement

Standards of administration can be improved by
laying emphasis on Total Quality Management (TQM), a
model discussed in academic circles and to some ex-
tent implemented by the private corporates in India.
TQM is based on seven principles, viz, top manage-
ment, involvement, strategic planning, customer focus,
staff training and recognition, teamwork, performance
measurement and quality assurance. TQM emphasises
values as timeliness, innovativeness meeting-targets,
customer/people focus and cost consciousness, in
short, all the virtues of good management and ad-
ministration (Sood, 1999).
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Client Charts

Another step to improve quality of delivery systems
is to introduce client charters in all service organisa-
tions, including Railways, State Transport Corporations,
Commercial Banks, Licensing Organisations, Hospital
etc., The client's charter is a written commitment and
assurance by a public unit that its output will comply
with the declared standards of quality in accordance
with expectations of people/customers.

Promoting Quality & Excellence in Administration

A systematic attempt in identifying and rewarding
the most efficient and quality oriented organisation,
department or unit is necessary to promote quality and
excellence in administration. Awards could be instituted
for this purpose.

Attitudinal Changes of Employees

Attitude at all levels—individual, group and or-
ganisation—has an impact on enhancing productivity.
Attitudinal changes are necessary to enforce the realisa-
tion that productivity in administration will eventually
benefit all. Attitudinal changes should include: concern
for objectives—the time, cost, clientele of the program-
mes, concern for people — dimensions of objectivity and
a time bound response for improving productivity in ad-
ministration, concern for high standards—upgradation
of professional standards through responsive behaviour
and performance, concern for the job—enthusiasm for
the job and a sustaining need for achievement.

Attitudinal changes are necessary to
enforce the realisation that productivity
in administration will eventually benefit
all.

Values of the Society

Productivity in public administration takes place
within a particular valuational context in which choices
and decisions and administrative practices are related to
operational values of the society. Though desire for ad-
vancing national prosperity is virtually a universal aspira-
tion, increase of productivity depends less on knowledge
and technology, however necessary they are, and more
on motivation, initiative, innovation, responsibility and
responsiveness in public administration, which in turn
reflect the operational values of the larger society includ-
ing its urge to invent, to dare, to create.

Maintaining Standards in Public Life

The bureaucracy which is entrusted with public power
should maintain high standards in public life. The holder
of public office is a trustee of public power. It is conferred
on him by the state for the sole purpose of discharging
state responsibilities which includes supplying necessary
information accurately and completely to the citizen and
also includes treating every member of the public with
courtesy, attentiveness and respect. Public servants must
be accessible to all, regardless of social or economic
status; free from bias, discrimination and unnecessary
red-tape; constantly updated; equipped with efficiency of
high standard and free of corruption, patronage and con-
flict of interest (Pathak, R.S., 1995).

Public servants must be accessible to
all, free from bias and discrimination
constantly updated, free of corruption
and patronage.

Any reform of public service, motivated with the
ideals of efficiency, effectiveness and economy, should
also address the need of public purpose for which the
public service exists. The core public service values of
integrity, impartiality, objectivity and accountability need
to be protected and enhanced in the reforms. Therefore
the criterion of productivity in government will be dif-
ferent from that of private sector, with more emphasis
on efficiency and economy. Public organisations are
governed by the constitution which emphasises more
on ensuring socio-economic justice to people than on
efficiency and economy of the organisations.

Criterion of Productivity in Government

Generally productivity is defined as the ratio of out-
put to input for a particular activity. But the difficulty with
measuring most government service is that the
measures of the amount of work being done do not
adequately reflect the real service being provided. A
major problem is the inability to visualise outputs in ad-
ministration as discrete units. As a holistic perception,
productivity is broadly concerned with the extent of
satisfaction of needs and wants of the society compared
to the resources invested to achieve the satisfaction. In
administration, goods and services which are usually
considered as final outputs can become intermediate
output. In this perspective, maximising the output-input
ratio is important, but not sufficient. For example, output
indicators, such as the number of receipts disposed or
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files cleared, are useful measures but they indicate noth-
ing about the effectiveness of the service. Similarly, the
number of patients treated in a government hospital
does not indicate how many people are actually helped
(Saxena, A.P, 1982).

Maximising the output-input ratio is
important, but not sufficient. Output in-
dicators, such as files cleared, are use-
ful measures but they indicate nothing
about the effectiveness of the service.

The output of government activity depends on a
variety of factors. The main influencing factors are: ad-
herence to a given policy, the availability of timely, reli-
able and relevant data, inter and intra department
cp-ordination, substitution of one factor by another,
availability and use of resources (both physical and
financial), infrastructure development, available ad-
ministrative and organisational skills, changes in
technology and use of modern technology; level of em-
ployees skills, level of morale and motivation of
employees, response to people and to circumstances,
and to changing needs and conditions, objective and
rational decision making of the leader, conducive en-
vironment, demands of the society, willingness and
capacity of people’s participation, demands of pressure
groups, commitment of ruling class, role of international
organisations; regulation of markets, regulation of multi-
national corporate markets, etc. All these factors have to
be taken into account while analysing the criterion of
productivity in government.

The measurement of efficiency also requires con-
sideration of product quality. How meaningful can the
‘cost per file disposed of' be—file being considered as
an unit of memory—unless it pays attention to the
quality of the output? A reduction in unit cost achieved
at the expense of reduction in service quality is not a
true improvement in efficiency. Has the service degrad-
ed, through excessive paper work, for instance, or a
shift to pushing papers? As an example, decrease in the
number of reports/complaints registered in a
municipality/police station or any government depart-
ment may not mean increased efficiency , if the citizen
is finding it increasingly inconvenient to register a report
and complainants are turned away.

Productivity have to be emphasised as it is difficult
to quantify productivity in all its aspects. Productivity in
government can only be determined with due regard to
the socio-economic structure of the society in which the
administration functions today, and the expectations of

the communities/parties/groups concerned and, above
all, of the citizen whom the administration seeks to
serve. This is also more true in the case of backward
areas and poor people, whose development depends
on the positive attitude of the bureaucracy.

Productivity in government will reject emphasis on
size, impersonality, status, conformity and routine. The
support will be for purposeful activities through a
process of administrative reforms to be completed in a
time period so that the quantitative as well as qualitative
aspects of productivity are achieved.

Conclusion

Instead of strengthening the public organisations
and boosting the morale of the bureaucracy, govern-
ments are resorting to privatisation of the public or-
ganisations in the name of efficiency-economy model. In
the name of economic reforms public organisations are
either closed down or sold to private investors and the
government is in no way closer to the solving of
problems, much less reducing the fiscal deficit or con-
trolling inflation. .

The experience of developed countries indicates that
productivity depends on competence, intelligence and
motivation of the employees, and not on down-sizing the
public organisations. The basis of public organisatior: is
not the principles of business administration, embedded
in private law. It is based on public law— constitution,
statutes, subordinate delegations, and judgement of the
courts as a part of its overall public accountability.

Introduction of quality counter service
and one-stop centres; establishment of
consultative management councils; or-
ganising training programmes and

right-sizing public organisations would
contribute to increased productivity.

Administrative reforms should precede economic
reforms. Core public service values like integrity, impar-
tiality need to be protected and promoted. Evolving
sound personnel policy so as to enlarge work use of
modern technology such as computer, internet; em-
phasis on total quality management, introduction of
quality counter service and one-stop centres; estab-
lishment of consultative management councils; con-
tinuous evaluation of goals of the organisation;
organising productive initiative training programmes,
right-sizing the public organisations etc., would con-
tribute to increased productivity. Administrative reforms
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should also attempt to bring attitudinal changes of the
employees at all levels; higher level of motivation, initia-
tive, innovation, responsibility and responsiveness of the
employees; maintaining standards in public life such as
selflessness, integrity, objectivity, accountability, open-
ness and honesty. It should also ensure public par-
ticipation and collective decision-making and shared
responsibilities and concerns towards the society;
providing safety-net to the poor; developing entre-
preneurship or problem solving capacity of the
employee. Reforms should also attempt at improvement
in the operational values of the larger society including
its urge to invent, to dare and to create. These steps
would create the potential for higher productivity in
government and enable the bureaucracy to face the
challenges of economic reforms in the new millennium.
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than under a spirit of criticism.”

“I have yet to find a man, however exalted his station, who did not
do better work and put forth greater effort under a spirit of approval,

=N

- Charles Schwab
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Focus

Electronic Government in Japan for

Better Public Services

Ohashi Tomohiro

Public administration and services for citizens could be
improved by applying information technology. Japanese
government has started new projects for establishing
an electronic government. Projects for one-stop ser-
vices by virtual government and inter-ministerial task
forces are on the anvil. There are institutional, opera-
tional and technological issues in actualizing the
electronic government, even though infrastructure has
been built. Under these circumstances, current status
and major issues for the electronic government in
Japan are described in this paper.

Ohashi Tomohiro is from Meisei University, Japan.

Public administration in Japan is being revamped in
accordance with “The basic Plan for Promoting Ad-
ministrative Informatization” passed by the cabinet on
25 December 1994 and revised in July 1997. Electronic
Government has been one of the targets of Basic Plan.

Policies for Electronic Government

The government established Basic Plan to promote
informatization in public administration in a comprehen-
sive and deliberate manner. Aim of informatization was
identified as upgrading the quality of public administra-
tion and public services by applying information and
telecommunication technology to various fields of
public administration. Action Programmes of Common
Issues were established under Basic Plan. In addition,
each Ministry established “Actions Programmes of In-
dividual Ministry”. For Example, Kasumigaseki WAN;
Inter-ministerial Network, was built by tke Action
Programme as a project common to all ministries,
which built their own LANs connecting to the
Kasumigaseki WAN along their Individual Plan.

The government established Basic Plan
to promote informatization in public ad-
ministration. Aim of informatization was
identified as upgrading the quality of
public administration and public ser-
vices by applying information and tele-
communication technology to various
fields of public administration.

“What is an electronic government”, was not
described in Basic Plan; but approaches related with it
were identified as follows:

e To establish information systems using informa-
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tion and telecommunication technology to pro-
vide people with officially announced infor- ma-
tion like press release documents beyond
restrictions of time and space

¢ To promote provision of administrative informa-
tion to the public, on electronic media through
public-services corporations and private infor-
mation distributors

e To develop electronic systems or on-line sys-
tems for applications, notifications, reporting
etc., which relate to various administrative
procedures between the ministries and the
people.

The Revised Basic Plan

Basic Plan was revised in July 1997 three years
since implementation of the original plan, in order to
meet new requirements, arising out of progress of the
contents of Basic Plan and Action Programme.

Informatization of public sector is expected to play
an important and innovative role in achieving an ad-
vanced information-telecommunication society. Infor-
mation infrastructure in the government, such as one
PC per person, LANs in the ministeries and
Kasumigaseki WAN has already been established.
Nevertheless, in the first Basic Plan, there is no
description of the Internet which was considered as a
network for academic use and entertainment but not
evaluated as useful network for public administration,
even though the Internet has spread remarkably and
many individuals and private companies have been en-
joying the merit of the worldwide network.

Informatization of public sector is ex-
pected to play an important and innova-
tive role in achieving an advanced
information-telecommunication society.

The term ‘electronic government’ was described in
the Revised Basic Plan for the first time in official docu-
ment of the government as follows:

“The government aims at realizing highly advanced
electronic public administration, i.e. the Electronic
Government, early in the next century.”

Targets of the electronic government have been
identified as follows:

Improvement of Quality of Public Services

Quality of public services shall be improved making
full use information-telecommunication infrastructure in-
side and outside of public administration to cope with
informatization of the society and to meet requirements
of providing the public with various types of administra-
tive information and of upgrading quality of
public services.

Furnishing of Administrative Information

Various types of administrative information neces-
sary for people’s life shall be furnished widely through
on-line network utilizing home pages of the Internet. In
addition, an integrated clearing system shall be created
by the end of fiscal year 1999, for reference services of
administrative information which can be provided to the
public.

Ele ctronic Procedures of Application and Reporting

Application and reporting procedures shall be avail-
able in electronic format by the end of fiscal year 1998.
In addition, issues for administrative procedures like
user identification are resolved for promoting on-line
procedures and the electronic procedures shall be
enacted by the end of fiscal year 1998. While promoting
electronic procedures, user convenience such as exten-
sion of service hours or 24 hours services through auto-
matic delivery machines shall be taken into account. In
addition, existing procedure that limits availability of
public services to just offices shall be improved and
extension of access points to public services shall also
be achieved.

One-Stop Services

Integrated public services or what is called one-stop
services such as guidance in administrative procedures,
provision of administrative information, utilization of
public facilities and reservation, admitting applications
and reporting on the status/progress and submission of
result shall be implemented step by step applying infor-
mation-telecommunication technology including the In-
ternet, getting cooperation of the local governments and
resolving institutional and technological issues.

Electronic Procedure for Procurement

Informatization of procedures for procurement in-
cluding publication of procurement announcement shall
be promoted, consistent with the procedures of the
private sector in accordance with progress in domestic
and international informatization on EDI.
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Guideline for One-stop Service

The guideline for One-stop Services was decided by
the Inter-ministerial Conference for Informatization in
Public Administration on 31 March 1999. The term was
defined as follows:

“One-stop services is a system that enables provid-
ing the people and private companies with various
types of public services through PCs or other user
convenient sites, using information telecommunica-
tion technology.”

One-stop services is a system that
enables providing the people and
private companies with various types of
public services through PCs or other
user convenient sites, using information
telecommunication technology.

The aim3 of the system are to enable application or
reporting procedures that require visiting several or-
ganisations several times, to be completed in just one
stop finally. Steps for one-stop services are as follows:

e The first step is to provide guidance, instruc-
tions or application forms on network.

e On-line systems for administrative procedures
will be established, implementing measures for
certification of individuals.

e Public services related with several organisa-
tions will be available in an integrated manner.

e On-line systems for guidance or instructions:
Guidance, instructions and application forms
shall be available on the Internet home pages of
the ministries. The ministries shall allow people
to apply or report on the forms downloaded
from the home pages.

e System for integrated public service: Various
types of public services, administrative proce-
dures or information furnishing shall be avail-
able for the people or private companies from
one page of a PC utilizing the Internet. The sys-
tem consists of two functions: one is inter-mini-
sterial rinks and comprehensive retrieval or
guidance function, and the other is distribution
of public services to the on-line system for com-
prehensive administrative procedures.

e One-stop services of specified areas: Proce-
dures related with several organisations can be

completed in an integrated manner by some in-
terface among existing application systems that
cannot utilize the Internet for the moment. Ap-
plications of this type are import and export,
customs, procedures in harbors, procedures for
examination and production of chemical
material.

The Virtual Agency

The virtual Agency was established in December
1998 as a cooperative task force of concerned mini-
stries under the direct control of the PM, to carry out
projects that are under the jurisdiction of several mini-
stries and cannot be achieved within the existing
framework. Following four projects are now under
development.

One-stop service for procedures related with ac-
quiring motor vehicles: Various procadures in acquiring
a motor vehicle, such as inspection, registration, cer-
tification of parking area, motor vehicle tax, and com-
pulsory insurance shall be completed by one-stop
service in order to reduce burden on people and to
improve efficiency of administrative office work.

Electronic procedures for procurement: Proce-
dures necessary in procurement such as vendor
registration, qualification, inspection of vendors, terms
of competitive contracts, notification of procurement,
tendering, and contracts shall be completed in
electronic manner to reduce burden on private
companies.

Paperless office work: Using electronic media in
ministry offices for decision making process, reference
of official document and consultation among ministries
could reduce volume of paper work to half and im-
prove efficiency of administrative work.

Using electronic media in ministry of-
fices for decision making reference and
consultation could reduce volume of
paper work and improve efficiency

Informatization of Education: Information technol-
ogy shall be applied in schools to educate the younger
generation and make them fit into information oriented
society. For that purpose, installation of PCs, using the
Internet in primary and junior high schools shall be
promoted.
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Network Infrastructure for Electronic Government

Nationwide network infrastructure, which covers
public and private sector, will be necessary for achiev-
ing electronic government. It is only recently that full-
scale networks among ministries have been built.
There is no network among municipalities so far. Net-
works among central and local governments have not
been built yet, nor is there any network among public
and private sector.

Inter-ministerial Network

An inter-ministerial network was one of the major
targets of Basic Plan. In parallel with installation of one
PC per person and establishment of LANs in ministries,
Kasumigaseki (name of area where all central offices of
the ministries are located; symbolic expression for the
national government) WAN was built in June 1997. Ser-
vices of the network are as follows:

e E-Mail (1996)

e Database for permissions and licenses (1996)
e Parliament related information (1997)

e Database of council members (1997)

e Database of white papers (1998)

e Database of documents (1998)

e Database of statistics (1998)

e Database of common information (1999)

e Electronic official document exchange system
(1999)

E-Mail among the ministries through the
Kasumigaseki WAN is very popular and recently more
than 10,000 e-mails per day are sent. It is remarkably
contributing to easy, rapid communication between all
the government staff. Earlier, procedures involving
several ministries, as for example, drafting an Act used
to be time consuming. Now e-mail is helpful in exchang-
ing opinions and to reach some consensus.

In the same way real-time information on Parliament
sessions obtained electronically is useful for each minis-
try it reduces the burden of collecting information on
progress of the sessions because in many cases
bureaucrats have to respond to questions by the mem-
ber of the Parliament.

In addition to simple messages or informal informa-
tion/communication, official document exchange
among ministries is an important service of the inter-
ministerial network. The Management and Coordination

Agency (MCA) of the Prime Minister's Office is now
developing an electronic official documents exchange
system so that official documents can be produced on
electronic file and transferred within each ministry for
decision. A uniform specification for DTD (Documents
Type Definition) of the Electronic official document ex-
change system was decided in the Inter-ministerial Con-
ference for Informatization of the Government in March
1998. SCML has been adopted as the standard docu-
ment type. Management of mailing list, measures for
electronic authentication and establishment of certifica-
tion authority for inter-ministerial document exchange as
well as internal management of each ministry are now
under development.

Informal
official

information/communication,
document exchange among

ministries is an important service of the
inter-ministerial network.

Electronic authentication is an important issue for
the system. Measures for electronic authentication of
EC (electronic commerce) are under discussion among
the ministries concerned. MITI (Ministry of Internaticnal
Trade and Industry), Ministry of Post and Telecom-
munication and Ministry of Justice have jointly made a
draft that rather tends to encourage EC without tight
regulation. On the contrary, National Police Agency has
made a draft on the same issue that includes strong
regulations to prevent electronic crimes. Consensus,
(difficult but necessary) will have to be arrived at to
complete a unified act or measure for EC.

Inter-municipal Network

It is more than twenty years since municipalities
started computerization, but there is no network among
them. It is especially strange that there is no network
among resident registration systems considering the
fact that more than 95 per cent of 3,300 municipalities
have computerized registration procedures which are
almost the same because they are regulated by the
Resident Registration Act.

The reasons are as follows: Resident Registration
Act was enacted before computerization and it means
that the act does not necessarily cope with network
society. Half the municipalities have some ordinance
or regulation on protection of personal data owned by
organisations. There is an article in most of the or-
dinances or regulations that “The Governor (Mayor)
shall not connect the computer systems with other
national organisations or municipalities”. This article
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was included mainly to prevent infringement of per-
sonal right and interest, but it has prohibited
municipalities from constructing a network system
with external organisations even if the application sys-
tem is not related to personal data.

The Resident Registration Act was revised in August
1999 to upgrade the quality of public services and to
improve efficiency of the office work by establishing
inter-municipal network. Major issues of the revision are
as follows:

Utilization of resident registration network
e Availability of resident registration certificates at
any municipality

e Omission of moving out procedure at previous
municipality when a resident shifts

e Provision of basic resident records (name,
gender, date of birth, address, resident registra-
tion code) to national government

Construction of network

e Implementation of resident registration code

o Transfer of basic records from mayors to gover-
nors or prefectures through the registration
network

e Transfer of basic records from a governor to
other prefectures or national government
through the network

Protection of personal data

* Measures for protection of the basic records in
municipalities and nationwide center through
security system, restriction of utilization and
transfer of the basic records, duty of confiden-
tiality, complaint procedures etc.

e Procedures for requesting disclosure of the
basic records

Prohibition of utilizing resident registration code in
private sector

e Prohibition on request of code by private sector

e Prohibition on private individuals to construct a
database using the code

Utilization of the resident card

e Issue of resident registration cards

e Expansion of utilization of the cards for pur-
poses described in acts or ordinances

Electronic Government: Major Issues
Institutional Preparation

Most of the existing administrative systems or pro-
cedures have been established before computerization
and some of them are obstacles for improving efficiency
of administrative work and for upgrading quality of
public services by making full use of information tech-
nology. Major issues are as follows:

Paper-based administrative procedures

There are some administrative procedures that
force on people or private companies unnecessary
burden because of existing paper-based regulation or
procedures.

A typical example of such procedures is preserva-
tion of documents in private companies. There are
roughly 1,000 acts or regulations that force private
companies to preserve documents on paper for many
years even after the data has been computerized in
most of the companies. Space for keeping the docu-
ments and time for manual handling cost the private
companies heavily which is a major source for
complaints.

Under these circumstances, the Steering Commit-
tee for Advanced Information-telecommunication
Society chaired by Prime Minister completed a report
on this issue. It requested the ministries concerned to
allow the private companies to preserve documents on
magnetic files and most of the regulations have been
revised to meet the request except for documents
regulated by taxation related acts. In case of taxation
related documents, it would be difficult for the staff of
the National Taxation Agency to identify the originality
or authenticity of the documents if preserved on mag-
netic files. The agency Is now under development and
research to counter the difficulty from technological
point of view.

Another example of cumbersome procedure is ap-
plication or reporting from private companies to the
ministries concerned. There are many acts or regula-
tions that force the people or private companies to
apply or report to ministries on paper-based forms even
after most of the data has been computerized already
and can be sent on magnetic files or through network.
The Steering Committee has requested ministries to
allow private companies to send data or application
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forms on magnetic media or through network. Com-
pared to preservation of documents, electronic appli-
cations or reporting are rather more difficult because of
certification of applicants on network, standardization or
interface between them, cost of on-line system, security
and so on.

Paper-based documents management and decision
making process

Document management in the central government
is still based on paper-manual procedures in central of-
fices of ministries even though most of the documents
are produced on electronical file. In central offices, infor-
mation infrastructure of one PC per person has been
achieved and documents can be managed applying
information technology throughout their life cycle of
production, registration, transfer, utilization, update,
authorization, preservation, retrieval and abrogation etc.

Document management in the central
government is still based on paper-
manual procedures in central offices of
ministries even though most of the
documents are produced on electroni-
cal file.

Documents in ministries have to be managed using
information technology because most of the official docu-
ments will be exchanged through the Kasumigaseki WAN
in a few years. In addition, documents management
based on information technology will be important and
rather indispensable for each ministry to meet new re-
quirements caused by the Official Documents Disclosure
Act that will be enacted 2 years later.

Traditional decision making process also has to
be reviewed to cope with electronic document
management and exchange system among ministries.
Official seals have been put on paper documents as a
certification, but they will be of no use on electronic
documents. Instead of traditional authentication,
electronic system and certification authorization pro-
cedures will be necessary.

Traditional decision making process

has to be reviewed to cope with
electronic document management and
exchange system among ministries.

Review of existing responsibilities

In achieving one-stop services, some existing pro-
cedures have to be reviewed. For example, a public
service is provided at each organisation concerned
receiving some application forms or requests official-
ly from citizens in existing procedures. If a citizen
wants to avail public services related with several or-
ganisations in one-stop, one organisation has to
receive the application forms or requests for other or-
ganisations concerned with the services. In these
cases, who is responsible for receiving or submitting
the documents and who puts the official seal on the
documents?

Relationship among central and local governments

Some one-stop services of the central govern-
ment will be related to municipalities. For example,
income tax is collected by central taxation office and
contents of tax declaration are sent to municipalities,
prefecture level and city level as well. It is one of the
typical procedures requiring typical one-stop services;
however, they are not connected by network directly
so far. New procedures will be necessary to actualize
one-stop taxation system using inter-central-municipal
network.

Establishment of Inter-public-private Network

Public services will be available through network in
an electronic government for convenience of the
citizens and for efficiency of the public organs as well. A
nationwide information network infrastructure, an inter-
public-private network, are indispensable for one-stop
services. It is quite difficult to establish this kind of net-
work because of security problems and there is no net-
work of this type at the moment in Japan. Furthermore
a citizen cannot access Kasumigaseki WAN at all, for
getting information open to public or for sending docu-
ments or mail to the ministries.

Data is sent to the organs of ministries through on-
line system in some specified applications, but these
closed on-line systems are not information network in-
frastructure for inter-public-private relationship. The In-
ternet is very popular in Japan for providing people
with information or announcements, or exchanging e-
mail. Recently many ministries are using the Internet
for getting public opinion on a topic in question.
Roughly 500 organs of all the ministries have opened
their home pages as of May 1999. Kasumigaseki WAN
could be connected with LANs of municipalities in the
near future, but there is no plan to establish the inter-
public-private network at the moment.
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Unique Identification Numbering System

There is no unique numbering system in Japan so
far. The Japanese have no official certificates at all and it
means there is no official measure for civil servants to
identify the person in question when they are requested
to provide public services by a citizen.

The Japanese have no official certifi-
cates and there is no official measure
for civil servants to identify the person
in question.

Driver's licenses or passports in some cases are
utilized for certification as a makeshift because there are
no other official certificates with picture. There are many
people who do not have both and they cannot certify
themselves officially. Social security cards are utilized
sometimes as makeshift certificates but there is no pic-
ture on the cards. Under these circumstances, there is
no institutional measure to prevent certification
problems in public services or crimes by impersonators.
This situation means that there is no way to identify a
person in question on network, and that public services,
especially one-stop services can not be availed by all
the people.

There is no institutional measure to
prevent certification problems in public
services or crimes by impersonators.

The background for this state of affairs is the sen-
sitivity of the Japanese, in being controlled by public
power after the sad history of World War Two. There was
a strong opposition from the people when the govern-
ment started a project to implement a unique ID num-
bering system thirty years ago and the government
finally had to suspend it.

The major reason was fear of control by public
power using the unique ID numbering system. People
were afraid that it would be easy to integrate various
kinds of personal data gathered by the ministries using
the unique number. It was and is impossible to match
various kinds of personal data stored in the ministries
because each organisation of the ministry can gather,
store and utilize personal data within its authority when
the individual responsibility of the governmental institu-
tional system is considered. It, nevertheless, was dif-

ficult for the government to persuade the people be-
cause there was no act for protecting personal data
stored in the ministries at that time except for some
regulations of duty of confidentiality.

It has been a taboo for the government to plan an
implementation of the unique ID numbering system after
the suspension and there was no policy to implement the
system for thirty years. The Resident Registration Act was
revised in August 1999 so that an inter-municipal network
of resident registration systems can be established. One
of the important points of the revision is to implement the
unique ID numbering system to identify a person in ques-
tion on network. Each citizen has an ID number in a
resident registration system in the city they live in at the
moment but it is not unique in the nationwide system.
There has been no problem as far as the system is closed
within each city’s resident records registration. It, never-
theless, would be indispensable to implement unique ID
numbering system to actualize nationwide resident
registration system that requires identification of a person
in question on network.

In addition to unique ID by the resident registration
system, official certificates would be available for the
Japanese for the first time by this revised act and it
could be utilized not only in resident registration ap-
plication but also other applications of prefecture and
the central government. It would lead to nationwide one-
stop services by the inter-central-municipal network.

Protection of Personal Data

Fear of infringement of personal right and interests
has been one of critical issues for the government to
implement network-oriented public services and
governmental activities. An act to protect computerized
personal data stored in the ministries has already been
enacted but this is just to protect personal data at the
moment. There is no act to protect personal data in
private companies at all and most of the problems or
crimes have been caused by them. In the parliament
session on the revision of the Resident Registration Act,
this became a critical issue and the Prime Minister has
promised to establish an overall institutional system to
protect personal data.

Protection of personal data related with revised resi-
dent registration system has been secured by regula-
tions. For example, private companies shall not request
showing of the unique ID number of the citizen and they
are prohibited to create a database system using the
unigue ID number. It is the first time that the activities of
the private companies have been covered in terms of
personal data protection.
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Fear of personal right infringement is
the key issue preventing the Govern-
ment from implementing network-

oriented public services and govern-
mental activities.

A committee was established under the Steering
Committee for Advance Information Telecommunication
Society chaired by the PM to draft the fundamental
measures. The committee issued a report on the issues
in November 1999. The major issues of the report are as
follows:

* Acts or regulations for protecting personal data
shall be based on the principles of OECD
Guideline.

» Personal data of all areas including private sec-
tor shall be protected adequately.

* Legal framework for protecting personal data
shall consist of three levei measures: a fun-
damental overall Act to cover all personal data,
individual Acts for sensitive areas such as medi-
cal services, financial business and telecom-
munications business, and self regulation by
each business group.

In accordance with this report, the government has
started preparation of new Acts and measures.

Standardization

One-stop services will be related to several applica-
tions of ministries and municipalities and it means that
procedures, definitions, codes of application concerned
have to be standardized. Major items to be standardized
in case of the nationwide resident registration system
are as follows:

ID number

As described already, unified ID number is indispen-
sable to identify a person in question on network.

Format and codes of data

There are 13 items registered as records of the
resident registration and they have to be standardized

for the nationwide resident registration network and for
one-stop services through it.

Forms of documents

Resident registration certificate forms are not stand-
ardized at the moment because they are issued within a
city so far. The certificates will be available at any city
hall through the nationwide resident registration network
by the revised Act. Standardization of the form such as
items, description, layout and form of manuscript
(horizontal or vertical) has to be established to enable
the public service.

Characters

It is an issue local to Chinese language that there
are more than ten thousand characters and some of
them have several variations. Especially characters of
names and addresses have many variations they could
even be unified. It could be the most difficult problem to
implement the service because all the municipalities
have their own resident registration systems and the
characters are not standardized.

Interface

The revised Resident Registration Act requires all
municipalities to connect their resident registration sys-
tem with inter-municipal network in three years. Each
municipality will install a communication server that is
connected with nationwide resident registration net-
work. Some interface between the existing system and a
system located in the communication server will be
necessary.

Concluding Remarks

It has taken a long time for the government to es-
tablish a strategic plan for informatization in public ad-
ministration and proceed to electronic government
since computerization started thirty years ago. Now has
come the time for the government and the people to
come to a consensus on how to make public services
convenient and improve efficiency of governmental ac-
tivities. There are many issues to be resolved from in-
stitutional, technological and operational points of view.
It, nevertheless, is expected that a national information
infrastructure would be established in few years and the
people would enjoy the benefits of electronic govern-
ment fully. O
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Focus

Measuring Productivity in Civil Service

G.D. Sardana

Productivity and its measurement have been generally
considered as issues concerning labour in the
manufacturing sector. Civil service in its traditional role
of regulator and controller has seldom been con-
sidered a domain fit for productivity measurement.
However, liberalized economy and globalization have
changed the roles of the government and the civil ser-
vice. There is a new focus on customer service and
performance improvement. What requires to be im-
proved has to be measured as what cannot be
measured cannot be improved. This paper views the
concept of productivity in its broader perspective. The
three facets of Productivity termed as PQR: Perfor-
mance, Quality and Recipient Satisfaction have been
examined in detail. A framework has been developed to
evaluate productivity as a family of ratios.

G.D. Sardana is Director, Ujala Pumps Pvt. Ltd., E-230, East of
Kailash, New Delhi.

Man by nature is social. He has been known to form
tribes, communes, communities and associations. For
the success of these groupings, he has had to devise
laws, rules, regulations and norms of behavior. With the
passage of time and as the human society became
more complex, man entered larger groups creating
necessities of working together and sharing the benefits
of efforts. Simultaneously, there also arose a need to
protect one’s perceived rights to property, freedom,
relationships etc. In order to bring an order in society,
man developed administrative systems and rules of
governance. Therefore, government and administrations
are not new inventions. They are as old as the history of
mankind. Government and administration have been es-
sential features of civilized human society.

Public administration can be termed as the
machinery used by the state to make plans and
programmes and to implement the same for the benefit
of its citizens. Khera [1979] explains that “there are two
prime features of the whole matrix of governance and
administration: the first of these is the making and pur-
suit of policies and the other concerns carrying into ef-
fect of those policies.” The civil service has been the
major instrument of the government for the implementa-
tion of its decided policies.

Changed Role of Government

Over the years, the role and the policies of govern-
ments have undergone changes for reasons of history,
political thought and social environment. Economy,
means of production, religious beliefs, status of avail-
able resources, are some of the factors which have
moulded the role of a government.

Almost all nations in the present day world swear by
democracy and elect their representatives for gover-
nance. Majority of the states are committed to the crea-
tion of an environment where the largest sphere of
economic activity and generation of wealth is reserved
for private enterprise. In a socialistic state, the public
sector dominates and it becomes the concern of the
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state to manage different sectors of economies. Under
both extremes of capitalist and socialist economies, the
state has undertaken several responsibilities, in varying
degrees, in functional areas. In socialist economy, the
state has justified its role in fighting unemployment, car-
rying out production, doing trading intervention to con-
trol prices and regulate economy. In capitalistic
economy, the state assumes the role of stimulator of
economy for the private sector reserving only such roles
for itself which the private sector found unremunerative.

Over the last decade, the global economic and
political scenario has undergone a major change. With
the demise of communism in Eastern Europe and the
dilution of socialism beyond recognition in China, equi-
librium of the economy in many states got disturbed.
For many nations which had accepted socialist
economy as the role model, it proved disaster. It has-
tened the progress towards liberalization of economy
from state regulatory controls. Public sector enterprises
which once occupied the pride of place had to make
way and get submerged in the private sector. WTO
regime ordained globalisation has opened up national
frontiers to free flow of imports and exports. As more
nations sign WTO agreements on trade and commerce,
removing quantitative restrictions, states all over the
world tend to be developing a uniform code of gover-
nance. The futuristic scenario suggests discernible
trends in the new role of the state. The changed role of
government is to concentrate on core functions, which
cannot be carried out by the private sector. Shukla
[1998] mentions these as international relations nation-
al security, law and order and management of economy
at macrolevel. The residual role of the state will be as
facilitator of economic activity for development of
infrastructure, as investor in social services and as in-
itiator of programs for disadvantaged sections. The
areas of economy including education, healthcare, post
and telegraph, transportation, communications etc.
which are still being managed by the state in varying
degrees will get transferred to private enterprise.

Changed role of government is to con-
centrate on core functions, which can-
not be carried out by the private sector
such as, international relations national
security, law and order and manage-
ment of economy at macrolevel.

Customer Driven Focus

The new role of the government in nc way shortens
the functions of the civil service, but on the other hand

enlarges its role and provides it more challenging op-
portunities. Revolution in information technology and
free access to international trade have awakened the
public at large. The public now shares information and
the knowledge of what.takes place in other parts of the
world. A citizen is now aware of what facilities, services
and quality of service are being made available in
developed economies. As a result civil services all over
the world are now facing increased pressures from the
public for better services, hew services, transparency,
fast and accurate information, reduction in costs and
speed in implementation of programmes or projects of
public interest. Shukla [1998] rightly says that civil ser-
vice has to perform an important and significant role in
the transitional period (in passage from the existing role
of the state to the futuristic vision) by way of supervis-
ing, de-introducing regulation for the liberalized regime,
devising new systems nurturing decentralization and
private participation etc.

In the light of the changed role of the government to
that of guiding and facilitation of socio-economic
development as against that of investor and regulator in
the 1980’s and coupled with new expectations of the
citizens for efficiency and quality of public service, the
civil service has to transform itself as a customer driven
service. The civil service has to consider the expecta-
tions of the customer during formulation of policies and
implementation of the same thereafter. The citizens at
large are the customers. It is their satisfaction which
counts. Civil service is not the ruler but is there to serve
the citizens. The accountability, performance evaluation
or measurement of productivity of the civil service has
to be examined in this context.

Performance Evaluation of Civil Service: Some
Perceptions

Downs et al., [1986] point out that most govern-
ments have been perceived as inefficient, ineffective and
venal. They quote a 1976 survey conducted in the
US:76 per cent of the sample believed, “People in
government waste a lot of money we pay in taxes”.
Situation is in no way different today. People carry
similar feelings about government. As a matter of fact,
public administration has come to be associated with
delays, red tape, insensitivity and inefficiency in the
regulation of cost and time. In contrast, the word
‘management’ has come to be associated with industry
and is expected to deliver efficiency, productivity and
returns. ‘Management’ has been used very rarely in con-
nection with civil service. The fundamental attributes of
‘management’ of identifying goals, objectives, defining
performance indicators, assessing, monitoring, stimulat-
ing and evaluation of performance or motivation of
employees, as present in private enterprises are lacking
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in civil service. There are of course historical reasons for
this state of affairs. Civil service has always occupied an
august position, possessing information on state secrets
and knowledge about several sensitive issues which can
carry impact on socio-economic developments. This
has always left an air of superiority and hence a tenden-
cy to be viewed different.

Public administration has come to be
associated with delays, red tape, insen-
sitivity and inefficiency in the regulation
of cost and time.

Shukla [1998] points out that lack of accountability
is a major factor for the low productivity of civil servants.
Poor performance is seldom exposed. Even if a civil
servant gets exposed, shelter is available under the
shield of collective decision making. The services are
quite secure and well protected. Thus, there is
predominance of ‘| do not care’ attitude, aloofness from
public, secrecy, and hardly a concern for the satisfac-
tion of the recipients of service.

Lack of accountability is a major factor
for the low productivity of civil servants.

Another major cause for low productivity is the ab-
sence of an appropriate system of measurement of per-
formance. What counts as the performance of civil service
has itself been a subject of debate. Adherence to rules
and regulations has been advocated as one such perfor-
mance. Observance of procedures has been accorded
more importance. Productivity and performance evalua-
tion in terms of financial measures such as profits, returns
on investment, turn over ratios has been ruled out as civil
service has not been considered as an investor. Besides,
developing and implementing an effective and efficient
methodology for assessing and improving the perfor-
mance of government agencies is a difficult and complex
task. Civil servants are typically wary of efforts made to
develop such measures because the resultant data may
be used against them. Improvement in the performance
of civil service is needed. What is required to be improved
requires measurement. What cannot be measured cannot
be improved. This is a fundamental imperative.

Productivity & Civil Service

There are major apprehensions and misconceptions

in application of productivity measures to civil service.
The concept of productivity has been traditionally as-
sociated with the industrial sector. It has been largely
explained as relationship between the output of products
and inputs of resources. Products are goods manufac-
tured in physical form. Input is usually in the form of
labour, although variations in models have also recom-
mended inclusion of resources suchas capital, land, plant
and machinery, materials, energy etc. Different
methodologies have been developed to aggregate the
inputs and to convert the outputs and the inputs to com-
mon units and to common time based periods. Appreciat-
ing the problems of aggregation and conversion, some
authors have advocated the use of factor-productivity,
that is productivity related to one factor of input and index
of productivity. Apparently this concept smells of labour
efficiency and production process and its performance
evaluation. The white collared office employee,
knowledge worker or government employee has not
taken kindly to it. Civil service accustomed to laying
policies for others has considered itself beyond its ap-
plication. However, the adequacy of this concept even in
the context of manufacturing has been questioned by
many scholars. This model does not provide any solution
to the treatment of outputs which are intangible, qualita-
tive in dimension, do not carry sale value as understood
in normal usage, or carry negative value as poliutants,
wastages, effluents etc. Concept of factorial productivity
suffers from one more inconsistency: output from one
factor of input can be sometimes at the cost of another
input factor. It is also observed that sometimes one input
can supplement the performance from another input.
Theory of systems recognises that an organisation is a
system and comprises sub-systems which interact with
each other and impinge on other sub-systems to create
a performance. It is the holistic performance which is
more meaningful. Productivity, as per the theory of sys-
tems becomes a broad based concept. The measurement
of productivity is in the form of family of ratios.

Productivity measurement models have been
developed on this concept. These are rational, easy to
apply and most importantly serve the principal objec-
tives of productivity improvement. Sardana & Vrat
[1983] had developed PO-P (Performance Objectives-
Productivity) model to measure productivity which is
unique in several respects.

Productivity Redefined

In the context of the PO-P model, ‘Productivity as
an index of a system'’s (or a sub-system’s) performance
indicates the extent of actual accomplishment of Perfor-
mance Objectives in relation to the attainable level in a
given External Environment." This definition is valid for
both the industry and service sectors. The following four
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salient features stand out: System (or sub-system), Per-
formance Objectives (actual accomplishment), Perfor-
mance Objectives (attainable level) and External
Environment

System: The emphasis is on the system. It is not
intended to arrive at contribution of one for more factors
of inputs. It is also not meant to evaluate the efficiency
of an individual or a group of individuals. It is the holistic
performance of a system (or a sub-system).

Performance Objectives (actual): No single ratio
has been designed, although the PO-P model has a
methodology whereby multi-ratios can be aggregated
through use of ranking and prioritization to provide a
single productivity index for a sub-system and thereafter
for a system. The model relies on generation of a family
of productivity indices taking into account multi-perfor-
mances objectives which any organisation is likely to
have. Both quantitative and qualitative performance ob-
jectives can be taken into account.

Performance Objectives (attainable): It lays stress
on attainable level of performance objectives. The
methodology calls for measuring productivity as an
index of actual performance to attainable performance.
It has two advantages: firstly it calls for prefixing of per-
formance objectives and their attainable levels. An inter-
nal discipline gets created and a systematic planning
exercise thus gets initiated to identify the performance
objectives; to rank these in line with their priorities and
to define bench marks for fixing attainable levels.
Secondly, attainable levels are values which have been
already achieved elsewhere or these represent the pos-
sibility of achievement based on internal assessment.
Therefore, there is a built-in provision of motivation and
challenge to perform a task. The possibilities of excuses
for later poor performance get reduced and a fair
analysis becomes possible.

External Environment: A close knit global society is
under way. The politico socio-economic environment in
the world cannot be ignored. An economic upheaval in
one country will alsc create an impact elsewhere. Low
economic growth, depressed market condition in one
corner of the world, war like conditions in one region or
events such as restrictions on aid, investments, trade
etc. are likely to affect economy elsewhere as well. The
attainable levels of Performance Objectives are there-
fore required to be fixed carefully after taking into ac-
count the external environment.

Function in Civil Service

As per Dayal [1979] the administration organisation
of government is required to perform primarily two

categories of tasks —support for formulating the policies
of the government and administering the policies and
carrying out the business of the government. These
tasks, constitute four major functions of civil service.

Function 1: Formulation of policies is the start for
any course of action. As per Khera [1979] policy making
is a continucusly changing process which is condi-
tioned by many different factors. Policy has been
defined as a course of action adopted and pursued by a
government. Party manifestoes and party resolutions
set the tone. But these are only broad objectives. Civil
service is called upon to translate these into workable
strategies and attainable policies. This requires an in-
depth study and analysis whether the policies are within
the ambit of constitution and other legal framework, are
consistent and compatible and will be able to attract
consensus from a large spectrum of society. The
policies have to withstand the litmus test of acceptance
by the people for whom these are meant. Most impor-
tantly, civil service has to advise policymakers on re-
quirement and availability of resources.

The second category of tasks is a group of tasks
which relates to the execution of the policies as well as
to carry on the routines of the government. Dayal [1979]
has identified the same over three areas of activities
(Functions 2, 3 and 4).

Function 2: Revenue collection, maintenance of law
and order, maintenance of services (roads, buildings,
traffic etc.), supervision of public health. These activities
are carried out at divisional or district level administra-
tion and are the traditional tasks. A major portion of civil
service is occupied in these routine but important tasks.
The public image which civil service develops is in these
areas.

Function 3: Development tasks primarily concerning
economic, social and cultural development. In many
respects these require more stress and committment of
resources as these help lay the foundations of future
society.

Function 4: Supervision and contro! of ‘productive’
units such as Public Sector Enterprises, Post and
Telegraph, State transport services, Research institu-
tions etc. These activities happen to be with the civil
service as the state decided to be the investor. This area
has come under attack for poor returns.

Each of the tasks as mentioned has different char-
acteristics and makes different demands on organisa-
tion, planning, control and strategic decision making. A
strong customer focus, transparency, fairness, honesty
and integrity in dealings are major job requirements.
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Productive units as mentioned in Function 4 require
defined financial and societal goals for achievement.
Both Functions 2 and 4 tasks are easier subjects for
measuring productivity. The outputs in most of these
cases are discrete and are easily quantifiable. Similarly,
inputs can be identified in terms of manpower, capital,
material, energy etc. However, it is in the case of
development activities that complexities arise. Many of
the proposed activities are interdependent and require
close co-ordination. Data and information are vital in-
puts. Many cases require specialist knowledge. Public
participation is necessary. Controls and evaluation of
performance are most needed.

Strong customer focus, transparency,
fairness, honesty and integrity in deal-
ings are major job requirements.

PQR: Key Performance Areas (KPA’s) in Civil
Service

Civil service is different in concept and operation
from a private sector commercial organisation.
Foremost, the bottom line concept of profits is not ap-
plicable. The organisation, functional controls, account-
abilities are different. Some of the private sector
concepts can be considered only in limited situations
which have similarity of goals. This type of scope is
limited to tasks which concern generation of revenue or
are limited in application to deliver discrete outcomes.

What counts as the performance of an organisation
has been a major subject of debate. The following con-
stitute main areas of concern: Investor satisfaction,
Employee satisfaction, Customer satisfaction and Sup-
plier satisfaction (Aggarwal, 1981). It implies that an or-
ganisation should consider satisfaction levels of these
stake-holders while evaluating performance. Kaplan and
Norton [1992] in their celebrated paper on ‘Balanced
Scorecard’ have suggested that the measurement
universe can be sorted as Financial perspective, Cus-
tomer perspective, Internal perspective and Innovation
and learning. Any model to be developed for performance
measurement should incorporate these parameters to
obtain a ‘balanced’ measure of performance.

Thor [1998] has enlarged the scope and alterna-
tively developed the concept of ‘family of measures’.
He has sorted the measurement universe into the fol-
lowing types of measurables— Productivity, Produc-
tivity/Cost, Customer Quality, Process Quality,
Workplace and Partnering. Thor has recommended
that with modifications and varied degree of em-

phasis, the concept can be used for any organisation,
including civil service.

The following areas constitute KPA’'s in the civil
service.

P : Policy/Programme/Project-Performance
Q : Quality of Performance
R : Recipient Satisfaction

PQR form three sides of a triangle representing the
scoreboard of Productivity. It is a widespread belief that
Quality is a separate independent attribute with no
relationship with productivity. But this presumption is
misplaced. Quality is a specific dimension of produc-
tivity. High productivity is not the outcome of lowered
specification of products or services. A low quality
product (or service) at so called high productivity is
meaningless as it will not find acceptance. There is a
strong Quality-Productivity connection. Quality is em-
bedded in Productivity.

Recipient Satisfaction as incorporated in Productivity
is more apparent. A product manufactured to specifica-
tions conforming to quality standards, manufactured at
low cost but with poor customer acceptance is not worth
manufacturing. Productivity therefore implies Recipient
Satisfaction. ‘Quality is what a customer wants.’ Indirectly
this affirms that quality and Recipient Satisfaction are
inseparable dimensions of Productivity.

‘Quality is what a customer wants.’ In-
directly this affirms that quality and
Recipient Satisfaction are inseparable
dimensions of Productivity.

P: Policies/Programmes/Projects-Performance

Programmes represent activities which are required
to be carried out to accomplish a major policy of the
government. A programme refers to an activity which
calls for development of resources. Wholey [1989]
defines it as a set of resources and activities with one or
more common objectives. Programmes can be for
several functional areas: for economic development
(creation of jobs, resettlement of slums, shifting of in-
dustries, training for jobs etc.) for health care (polio im-
munization, prevention of mosquito breeding,
cleanliness drives etc.) maintenance of services, crime
prevention, literacy, etc. Programmes are generally
meant for initiation at district/block levels. These are
bound by limits of expenses and have a time span for
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implementation. Formulation of programmes and their
implementation is an important activity of civil service.
The performance against the same, acts as a significant
yardstick for evaluation. Routine tasks as complaint
redressal, providing information, rendering of advice,
revenue collection are also included in this category.

Projects are broad programmes in the context of
large investments or operational improvements or ex-
pansions of existing activities. These are generally con-
sidered applicable to ‘productive units' or such ventures
which have revenue generation as one of the goals.
Laying of new railway lines, setting up of new power
plants, new research institutions, construction of dams,
development of infrastructure, expansion or capacity in-
crease of a mill are some examples. Projects have well
defined objectives, a larger time span and account-
ability. The completion of a project is generally tied up
with commitments to the public as a part of economic
or social development. Projects carry larger allocations
of resources as compared to programmes. Projects
also require technological skills, very often specialized
knowledge besides managerial acumen. Civil service
therefore, normally entrusts these tasks to autonomous
bodies, agencies or corporations created for a specific
project. PSE’s are examples in this context. Civil service
has the role to set targets, supervise and monitor opera-
tions, take necessary corrective steps and most impor-
tantly take responsibility for the performance as its real
management. The performance evaluation at operation-
al levels is on the lines of private sector enterprises with
emphasis on returns, efficiency of men, materials and
machines, cost overruns etc.

Civil service has the role to set targets,
supervise and monitor operations, take
necessary corrective steps and most
importantly take responsibility for the
performance.

Q: Quality of Performance

The concept of quality has undergone changes.
Starting from a simple perception of carrying out in-
spection of goods/products manufactured, it has
travelled through stages of Quality Control, Quality Con-
trol System, Quality Assurance, Total Quality and Total
Quality Management (TQM). Porter and Tanner [1996]
point out that achievement of business or organisational
excellence is at the core of TQM. TQM considers quality
as a continuous improvement of individuals, groups,
departments and organisations. In the context of
programme, measurement of quality is indeed one of

the most difficult tasks. As Newcomer [1983] says
Quality is the elusive goal for program performance and
identifying performance standards in terms of quality is
especially challenging, because the notion of quality is
itself such a relative value. As in any management sys-
tem it is finally results which are the milestones of
achievement and progress. In any system of evaluation
of quality also, there is a need to know the results.
Quality evaluation can have focus on products as well
as on processes. Both the approaches have led to
organisational excellence. However, in either of the
situations it is necessary to make a choice. Cost of col-
lection of data statistics for purposes of assessment can
be very high and can lead to frustration if the same
stands unused for reasons of unclear focus.

Focus on Products: Areas which have clearly iden-
tified products and their specifications as the outcome
are most suited for this approach. One of the major
functional areas under civil service includes control and
supervision of ‘productive’ units as PSE's, State
transports. TV-Channels, Airlines etc. These types of
units fit the most in this category. Porter and Tanner
[1996] point out that quality has been shown to be
directly associated with profitability and there is a strong
and identifiable link between a TQM approach and su-
perior financial performance. Presently when financial
performance has emerged the major criteria of success
for a PSE, assessment of quality can be co-related to
profitability or other measures of financial performance.
Besides, the outcome from these units is in the form of
physical products or service. These products have well
laid down specifications and it is easy to assess quality
on the basis of conformity to specifications. In case of
units as Post and Telegraph, State transport, Airlines etc. -
it is the ‘delivery process’ which becomes a ‘product’.
Delivery rate of postal articles, arrivals and departures,
unexplained accidents, delays, poor maintenance,
come under measures of quality.

Focus on Process: Services rendered by the civil
service cannot be easily measured in economic terms.
Assessment of quality is a more complex issue. The
approach, therefore comprises a focus on process and
an all out effort to make the organisation quality
oriented. Application of TQM and 1SO 9000 framework
are to be viewed in this context. Involvement of people
and improvement of process are fundamental to both
TQM and ISO 9000 system. The process of auditing an
organisation for conformance to a quality management
system and self assessment are important steps to
evaluate quality.

Thor [1998] also refers to process quality measures
and defines ‘process’ as a series of activities completed
by a person that add value to inputs to create outputs
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and outcomes. Quality is the prime indicator of how well
a process is being performed. Some important
measures of process quality include: Cost overruns,
Time overruns, Queue time, Errors, Failures.

The key concepts that underline the requirements of
a total quality organisation and become the basis of
quality measurement include: clear understanding of the
concept of quality; well documented and well designed
systems and procedures; shortening of response time
and cycle time of transactions on a continuous basis;
decision making based on facts and data; development
of goals and strategic plans to make the organisation
guality conscious; transparency; integrity; a strong base
of values; a desire to assimilate values into the opera-
tions; training and development and involvement of
employees in quality activities. Quality systems certifica-
tions, extensive usage of information technology, a high
audit score through external agencies of repute, a high
self-assessment score, a higher index on performance
of previous period are more measures in this direction.

Another set of measures of quality is related to
workplace practices. As per well documented theories of
OD and HRD, it is a well motivated and satisfied workforce
which delivers quality in products and service. There are
several factors which build up an atmosphere of motiva-
tion. Strong beliefs in participative work culture, focus on
performance, recognition of merit, transparency, oppor-
tunities to innovate and excel and opportunities to en-
hance skills, learning and training go a long way to build
up confidence of an employee. Workplace ambience,
relaxed and informal work environment, teamwork and
group identification are helpful in increasing work output.
Quality of work place practices can be measured through
indicators such as, Employee satisfaction level,
housekeeping and ambience, innovations and sugges-
tions received, low voluntary turnover of employees and
high attendance, reduction in process costs, decrease in
process errors; early completion of programmes etc.

R: Recipient Satisfaction

Recipient in this case is an ordinary citizen, very often
a person bereft of protection and help from those wielding
authority. He is already overawed by the civil service by
its massive size, authority, concentration of power, aloof-
ness and maze of regulations and procedures. He is no
match to the civil servant in any transaction and has no
alternative. In the changing environment of the new role
of the government, eventually it is the satisfaction of the
customer (recipient) which is going to be a major measure
of productivity of any task of the administration.

For Function 1, recipient is the society at large or
the community or a section of the population. A policy is

not aimed at an individual. Besides, as a policy is aimed
at a larger span of time, it is rather the effectiveness and
not efficiency which carries significance. Recipient
Satisfaction is achieved through a number of attributes:

Responsiveness: This involves meeting the needs
of the customers fast and providing value for money. It
signifies attention to the complaints and difficulties of
customers. An organisation with high responsiveness
will take steps to be in touch with customers, inform
them of standard response time against routine tasks,
monitor the feed back, work continuously to reduce
response time. In practice it calls for declaring stand-
ards of performance to public so that a citizen can
judge the actual level of performance.

Accessibility: ‘A person seeking information or wish-
ing to carry out a transaction with a government official
should be able to do so easily. The government official
should be available within easy reach of a citizen. Public
is mainly concerned with routine transactions at
block/district level. A citizen either requires information
or advice or requires some forms to be deposited. It is
in these transactions that there is poor accessibility,
enormous time is wasted and dissatisfaction reaches
high levels. Another dimension of accessibility is an
easy access to information. A citizen has a right to infor-
mation of reasons for denial and to knowledge as to
how his case can be accepted.

A person seeking information or wish-
ing to carry out a transaction with a
government official should be able to
do so easily. A citizen has a right to
information of reasons for denial and to
knowledge as to how his case can be
accepted.

Politeness: Civil servants have to be courteous and
citizen friendly. Even though a civil servant is not in a
position to reach out and fulfill the desires of a citizen
calling upon him, his polite attitude conveys sympathy
and a healing touch. A person leaves with a feeling that
probably he was expecting something which he did not
deserve. A curt and arrogant attitude on the other hand
will leave a customer disdainful of administration even
though his work has been carried out.

Public Esteem is the general image of a civil service
department. A customer approaches an official with the
perception of the public image. If the image is of unhelp-
ful attitude, arrogant behaviour and corrupt environ-
ment, a customer's behavior will also be cautious,
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calculative, with hardly any respect and courtesy. A
public image of friendly and helpful attitude will help
customers to call with an openmind.

Ambience: A congenial atmosphere in the govern-
ment office, sitting/waiting accommodation protected
from vagaries of nature are important factors. The old
maxim that civil service rules is not valid. The rules,
procedures and regulations require to be customer
friendly and created for his convenience.

Performance Objectives (PQ’s)

Identification of PQR's is only an intermediate stage
between the policies and Performance Objectives.
Whereas programmes and projects represent the trans-
lation of palicies into areas for action, PO’s provide con-
cise and clear information as to what is required to be
achieved under P, Q and R. Establishment of PO’s is the
central task in an exercise on measurement of
productivity. PO is the stated target for achievement and
measurement of efficiency. It is in the form of a family of
statements which clearly specify the tasks. The PO’s to
be defined should fulfill the following prerequisites:

» The central approach to define PO’s is to bring
about improvement in performance. PO’s which
become means for improvement are to be iden-
tified.

e PO's are not defined to judge the efficiency or
performance of an individual. These are to be
identified to assess the productivity perfor-
mance of the department/division/block etc.

¢ The PO'’s should be within the competency level
of the department/group entrusted with the task
of implementation. They should not be a set of
pure theoretical or philosophical set of state-
ments desirable for achievement but should be
clear and concise objectives possible to be
achieved.

e Apparently, P Q and R can have a number of
PO’s. All these PO’s will not be equal in impor-
tance; some of these will be more important
than others. Therefore, these are required to be
ranked in priority and importance.

e The PO-P model specifies the measurement of
productivity in the form of an index as ratio of
actual performance to Objectivated Output.
“Objectivated Output is the optimal level of out-
put, which is possible to be attained by a sys-
tem under the given constraints of input
resources and a set of performance objectives.
Objectivated Output thus represents perfor-
mance level that is attainable” (Sardana, 1987).

Table 1: lllustrative Examples of Policies, Programmes and Perfor-
mance Objectives

Policies a5 To reach literacy level of 75% from present

level of 62% by 2005

2. To increase agricultural production by 25%
by 2004

3. To provide drinking water to every village
by 2002

4.  Toincrease Av. life expectancy of a citizen
by 5 years by 2010

8. To achieve 25% growth in power
generation by 2004

By 2010:
To provide one primary health center for
every 5000 population. Every primary

health center to have one qualified doctor
and ten persons of para- medical staff.

Programmes 1.
(relate to
Policy No. 4)

2. To cover 95% of population under public
health scheme

To bring down child mortality rate by 10%

Every village to have drinking water supply
system

5. To bring down infant mortality rate by 10%

To reach 100% immunisation again polio,
MMR

7. Compulsory medical check for every
school going child

8. To create 5000 more seats for MBBS
admissions to meet demands of doctors.

9. Every district to have one speciality hospital

10. To create 10,000 more seats for nurses
training to meet demand of nurses.

Performance 1. No. of primary health centers opened/No.

Objectives of primary health centers planned

(For one - ni

District for 2 Buildings actually ready/Buildings planned
Programme 3. Lab., infrastructure actually installed/Lab.,
No. 1) Infrastructure planned

4, Adequacy of medicines-actual
status/Adequacy of medicines —planned

5. No. of doctors —actual available/No. of
doctors-planned

6. Paramedical staff-actual/Para medical
staff-planned

For every PO its ‘Objectivated Output’ value
must be specified. This acts as a benchmark
and is generally based on past performance,
performance level already achieved elsewhere
or on confidence level developed within the
department for achievement.

e PO’s can be both tangibles as well as intan-
gibles. This is rational, as intangible, qualitative
types of PO's also consume resources and
therefore cannot be excluded from performance
evaluation.
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Table 2: Computation of Productivity Index (lllustrative for a PSU)

KPA Wy Performance Objectives Wyv Oy  0O*u Pl (KPA)
1: Turnover (Actual)/Turnover (obj.) z Wyv - Oyv
*
P 2: Growth (Actual)/Growth (obj.) y=1 O'yv
3: Gross Margin (Actual)/Gross Margin (obj.) nER
4: Market diversification (Actual)/Market diversification (obj.)
Wy =1 4
y=1 2 Wyv =1
y=1
1: Internal losses (Actual)/Internal losses (obj.) 3
Q , . - 3wy - 2
2: Product complaints (Actual)/Product complaints (obj.) y=1 O%yv
3: Employee satisfaction level v=Q
> wy =1 2
y=1 E Wyv =1
y=1
1: Responsiveness 2
2: Accessibility y=1 O*w
R 3: Public Esteem V=R
4: Ambience
E Wy =1 4
¥t 2 Wyv =1
y=1.

Pl (Programme): 2 2 Wv - Wyv 93—”—
v y=1 O w
e PO’s must project relationship of ends with
means. In simple language it means that inputs
must get specified. This ensures that require-
ment of resources has been worked out for a
smooth process of implementation.

Some illustrative examples of Policies, Programmes
and Performance Objectives have been explained in
Table 1.

Ranking of PQR and Performance Objectives

It is not necessary that for various functions, P, Q
and R will be in equal proportion or these will have
equal rank and weightages. The programmes,
projects, Performance Objectives and the measures of
Quality and Recipient Satisfaction will have their own
relative importance and priorities. Therefore these are
required to be ranked to signify their relative priority.
The ranking is generally carried out by assigning of
weightage factors. The weightage factors are on a
scale of 0-10 or 0-100. Vrat et al, [1998] have dis-
cussed some of these techniques. It is easier to use
0-100 scale with weightages expressed in percentage.
It is apparent that any item with a weightage factor of
less than 5 per cent is not likely to make a significant
impact to the computation of productivity index. From

another angle, as the basic goal of productivity meas-
urement is improvement, it is desirable not to have
more than 5-7 measures under each dimension soO
that these remain in the limelight and not get lost in
the game of numbers. The priority ranking has been
illustrated in Table 2.

Computation of Productivity Indices

With the primary objective of improvement it is im-
perative to compute productivity of each of the KPA's (P,
Q and R) of a Policy, Programme or Project.

As per approach of PO-P model, Productivity Index
(P1) of P, Q and R is arrived as:

o
PI(P) = 3 Wyv =2, forv = P
y=1 OW

Pl (Q) = X, Wyv —Q,ﬂ,forv =Q
y=1 O’y
Pl (R) = >, Wyv Q*ﬂ , for v = R, where,
y=1 O'yv
v=KPA-PQorR
y = Performance Objective (PO)
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W = Weightage factor
Oyv = Actual Performance value of PO-y in KPA-v
O*yv = Objectivated Output value of PO-y in KPA-v

> Wyv =1
y=1

Pl for the Programme/Project can be arrived as:

Pl=3 3 Wy Wyv -(%ﬂ,where,z W, =1
v y=1 bAS v

Following this approach, Pl's can be built up for
higher levels of administrations or for particular
programmes/projects as the national level. The com-
putation has been illustrated in Table 2.

Conclusions

It is a widespread belief that civil service provides
poor service, has low degree of responsiveness and in-
curs large expenses which are difficult to justify. These
are symptoms of low productivity. Comparison with
private corporate sector is not logical. There is goal
complexity, accountability is not well defined, motivation
is lacking and there is a long route from measuring
productivity to improving it. However, there is no deny-
ing the fact that the changed role of the state as a
promoter of economic and social development
demands a greater thrust on customer focus. Produc-
tivity measurement has a potentially important role to
play to enhance efficiency, effectiveness and perfor-
mance of civil service. PQR: Performance, Quality and
Recipient Satisfaction form the three sides of the
Productivity triangle. Following the concepts of the
theory of systems it is possible to develop a family of
ratios representing the measures of productivity. Multi-
ratios, if desired can also be aggregated to form a single
index of productivity.

References

Aggarwal $.C. (1981), “A Study of Productivity Measures for Improv-
ing Benefit-Cost Ratio of Operating Organisations,” Int. J.
Prod. Res. Vol. 8, No. 1.

Dayal, Ishwar (1979), “A Perspective of Work Organisation in
Government” in Mathur B.C. Diesh k and Sekharan Chandra
C (Ed.) Management in Government, Publication Division
GO, New Delhi. .

Downs, George W. & Larkey, Patrick D. (1986), “The Search for
Government Efficiency”, Random House, New York.

Kaplan, Robert S. & Norton, David P. (1992), “The Balanced
Scorecard: Measures that Drive Performance’ Harvard Busi-
ness Review Jan-Feb.

Khera S.S. (1979), “Policy making in Government” in Mathur B.C.,
Diesh K. and Sekharan Chander C (Ed.) Measurement in
Government, Publication Division, GOI, New Delhi.

Newcomer, Kathryn E. (1989), “"Techniques for Determining
Programme Quality” in Wholey, J.S., Newcomer, K.E. and
Associates (Ed.) Improving Government Performance, Jossey-
Bass Publisher, London.

Porter L.J. & Tanner S.J. (1996), “Assessing Business Excellence”,
Butterwork Heinemann, Oxford.

Prem Vrat, Sardana G.D. & Sahay B.S. (1998), “Productivity
Management: A Systems Approach”, Narosa Publishing
House, New Delhi.

Sardana G.D. & Prem Vrat (1983), “Performance Objective Produc-
tivity (PO-P): A Conceptual Framework and a Mathematical
Medel for Productivity Management”, Productivity, Vol. XXIV,
No. 3, Oct-Dec.

Sardana G.D. & Prem Vrat (1987), "A Model for Productivity Meas-
urement in a Multi-Product Organisation using Goal Program-
ming and Multi-Attribute Utility Theory"” in Sumanth David J
(Ed.) Productivity Management Frontiers |, Elsevier, New York.

Shukla, Satya Narain (1998), “Country Paper-india (|) in Productivity
and Quality Improvement in Civil Service", Asian Productivity
Organisation, Tokyo.

Thor Carl G. (1998), “Performance Measurement in Government in
Productivity and Quality Improvement in Civil Service”, Asian
Productivity Organisation, Tokyo.

Wholey, Joseph S. (1989), “How Evaluation Can Improve Perfor-
mance” in Wholey, J.S., Newcomer, K.E. and Associates (Ed.)
improving Government Performance, Jossey-Bass publishers,
London. ]

Productivity ® Vol. 41, No. 1, April~June, 2000

55




Focus

New Public Management: An Analytical

Review
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Since the late-1970s, public management systems in
both developed and developing countries have ex-
perienced a fundamental restructuring. This article
aims to provide a critique of the emerging perspective
of public management, popularly known as the new
public management (NPM). The available evidences
suggest that NPM has not been able to fulfill all of its
promises, particularly in developing countries; and the
status of implementation and outcome of NPM is not
satisfactory. Therefore, a reassessment of the ap-
propriateness of NPM in the context of developing
countries has been advocated.
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Public Management (PM) as an intellectual
enterprise has undergone changes over the years. Its
meaning, rubric, scope, functions and modus operandi
have come under severe scrutiny particularly, since the
1980s, apparently because of its failure to cope with the
exigencies of modern society. Hence the emergence of
the New Public Management (NPM). Traditional
administration took its impetus during the heydays of
industrial revolution when new concepts and new ideas
flourished. Large scale industries adapted quite rapidly
to the changing environment and so did the governmen-
tal system. However, with passage of time, the system
fell short of playing its promised role in society. The
proliferation of Fabian ideas, economic recession,
labour movements etc. posed stupendous problems for
traditional administration. There was a clamour for a
more lenient and humanistic approach to management,
which called for adding new ideas to the existing stock
of knowledge, not replacing the conventional concepts.
While there were concerted efforts throughout the 1950s
and 1960s to implant new ideas in the disciplinary
boundary of PM for making it presentable to the wider
society, yet no real breakthrough in conceptual
development took place and this resulted in failure to
address crucial socio-economic and political issues
facing modern organisations. The final onslaught on
traditional administration started in the late 1970s with
the call for reduced bureaucracy, economic liberalisa-
tion, deregulation, commercialisation and privatisation.
The logical outcome, therefore, was the emergence of
NPM to reorient traditional administration with new
ideas and concepts.

The onslaught on traditional administra-
tion started with the call for reduced
bureaucracy, liberalisation, deregulation
and privatisation. The logical outcome
was the emergence of NPM.
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New Public Management (NPM)

Borins (1995: 12) defines new public management
(NPM) as:

a normative conceptualization of public administra-
tion consisting of several inter-related components:
providing high quality services that citizens value;
increasing the autonomy of public managers,
rewarding organisations and individuals on the
basis of whether they meet demanding performance
targets; making available the human and tech-
nological resources that managers need to perform
well; and, appreciative of the virtues of competition,
and maintaining an open minded attitude about
which public purposes should be performed by the
private sector, rather than a public sector.

NPM is different in many ways from traditional
public administration. Despite its tremendous appeal,
traditional public administration all over the world failed
to take cognizance of some vital environmental forces.
Accordingly, NPM emerged in response to a number of
environmental forces which governments everywhere
have faced in the last 20 years. First, large and expen-
sive public sectors put pressures to cut programmes
and/or increase efficiency. Second, there have been
massive technological innovations over the years, par-
ticularly, the development of information technology.
Third, the globalization of economy with increasing
competition has becorne order of the day. Fourth, it
has become inevitable to liberalise the economic sec-
tor following heavy burden being imposed upon the
national exchequer as a result of mismanagement, cor-
ruption, inefficiency in resource management,
bureaucratic bungling etc. More importantly, increasing
efficiency in resource management is also expected as
economic recession and competition simply demand it.
Fifth, in the competitive world, the people are demand-
ing quality goods and services. They are now keen to
compare services of all organisations (Borins, 1995;
Minogue et al., 1998; Hughes, 1998).

While these factors provide an insight into the
genesis of NPM, no less important is the theoretical
development that has taken place over the last three
decades. In the 1960s and 1970s, many academicians
made extensive applications of such ideas and techni-
gues as decision making and organisation theory, policy
analysis, corporate or strategic planning and strategic
management in their analysis of administrative affairs
(Gray & Jenkins, 1995). It is important to recoliect that
the new public administration movement had viewed
conventional public administration as failing to come to
terms with the needs and aspirations of common people

(Marini, 1971; Frederickson, 1996). Of particular impor-
tance here is public choice theory, which is built on the
basic premise of neo-classical economics. This is es-
sentially based on the arguments made by conservative
market economists who tend to view that government
bureaucracy restricts the freedom of the individual and
does not provide an equivalent structure of incentives
and rewards to those of the market. In essence, public
choice theory is the application of micro-economic prin-
ciples to political and social arenas (Ostrom, 1974).

Public choice theory is the application
of micro-economic principles to politi-
cal and social arenas.

Although the NPM model has several incarnations
such as Managerialism (Pollitt, 1990), New Public
Management, Market- based Public Administration (Lan
& Rosenbloom, 1992), and Entrepreneurial Government
(Osborne & Gaebler, 1992), the basic premises are
same. However, it represents a major shift from the con-
ventional public administration in various ways. For ex-
ample, Lan and Rosenbloom (1992) observe that the
chief aim of market based public administration ap-
proach is that public administration can achieve its his-
toric quest for both efficiency and responsiveness to the
public through competitive market-like practices. Os-
borne and Gaebler (1992) even called for a cultural shift
away from bureaucratic government towards an
entrepreneurial government as it is both competitive
and customer driven. They had put forward the follow-
ing ten principles for reinventing the government.

e Catalytic government: steering rather than
rowing

e Community-owned government:
rather than serving

empowering

e Competitive government: injecting competition
in service delivery

e Mission-driven government: transforming rule-
driven organisations

e Results-oriented government:
comes, not inputs

funding out-

e Customer-driven government: meeting the
needs of the customer, not the bureaucracy

e Enterprising government: earning rather than
spending

e Anticipatory government: prevention rather than
cure
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e Decentralised government: from hierarchy to
participation and teamwork

e Market-oriented government:
change through the market.

leveraging

Christopher Hood’s (1991) approach to the new
public management contains seven major elements,
which are quite elaborate and comprehensive. These
are:

¢ Hands-on Professional Management

e Explicit Standards and Measures of Perfor-
mance

e Output Controls

e Desegregation of Units

e Competition

e Private sector Styles of Management

e Discipline and Parsimony

It, therefore, is obvious that there are fundamental
differences between the traditional mode of administra-
tion and the emerging paradigm of NPM. Market-based
service delivery system, flexible human resource
management practices, measurable organisational and
personal objectives, use of performance indicators and
customer orientation are some of the vital aspects of
NPM system. The roles and functions of the government
have also been redefined in view of the changes. In
many countries, both developed and underdeveloped,
the preferred role of government has changed from ac-
ting as the principal vehicle for socio-economic
development to that of guiding and facilitating that
development (Kaul, 1997). The tasks, structure and ob-
jectives of NPM are fundamentally different with over-
tones of efficiency and economy, not public welfare
(Mascarenhas, 1993).

Market-based service delivery system,
flexible human resource management
practices, measurable organisational
and personal objectives, use of perfor-
mance indicators and customer orienta-
tion are vital aspects of NPM.

From Rhetoric to Implementation

One significant aspect of NPM is a clear stress on
implementation. This is a discernible feature in both
developed and developing countries. However, the con-

tents of the reform and their mode or implementation
vary from country to country (Masser, 1998). Despite
this, there are some commonalities among reform
programmes undertaken across the world. The contents
of reforms are of varied nature. Rightsizing the structure,
breaking-up the structure, bringing public sector ac-
tivities to market contestability, streamlining financial
management system, commercialising, corporatising
and privatising public enterprises etc. constitute areas
of public sector reform.

There is now a reassessment of the role and size of
the government. The first step toward this end is
downsizing the public sector. For instance, Britain aimed
to reduce number of employees in the public sector
from 732,000 to 630,000 between 1979 and 1984. Ugan-
da, a developing country, also aimed to reduce number
of public sector employees from 320,000 to 286,000.
Both countries were successful in the retrenchment
programme. Similar attempts have been taken in other
developed and developing countries (McCourt, 1998).

Another important measure to reduce the role and
size of the government has been to contract-out public
services to the private sector and non-governmental or-
ganisations. The governments concentrate only on
strategic aspects of the service provision (Metcalfe &
Sue, 1990; Savas, 1987; Quiggin, 1996; Boston, 1996).
For instance, in UK local government, the total contract
value for different services was 2396 million sterling
pounds in 1994. Of the total volume of works, in-house

bidders accomplished 58.8 per cent and the rest was

completed by outside bidders (Domberger, 1998). Some
developing countries are also experiencing such type of
contracting out of public services, but at a smaller scale
(World Bank, 1997; Botchwey, 1995).

An important measure to reduce the
role and size of the government has
been to contract-out public services to
the private sector and non-governmen-
tal organisations.

Another important way to reduce the size and role
of government is privatisation of state-owned
enterprises (SOEs) in both developed and developing
countries. New Zealand, Australia, UK and other OECD
countries have privatized a good number of SOEs over
the years (Duncan & Bollard, 1992; Savas, 1987; Collier
& Pitkin, 1999; Guslain, 1997: Bishop & Thompson,
1993). Similar reform attempts are being made in
developing countries to streamline the public enterprise
sector in order to reduce government expenditure and
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public sector borrowing, curtail rent-seeking oppor-
tunities, stop sustaining unproductive enterprises, im-
prove productive efficiency etc. Some countries such
as India, South Korea, Malaysia, Taiwan and Argentina
have taken concerted moves in this direction (Com-
monwealth Secretariat, 1991; Thynne, 1995; Guislain,
1997). The transitional economies in East Europe and
central Asia have also undergone massive privatization
measures over the years. However, during the period
1988-1992, 7,000 enterprises were privatised globally,
of which three quarters of assets sales were in
developed countries. Privatization in developing
countries has been concentrated in a few countries.
For instance, assets sales in Africa constitute only one
per cent of the global total, and only 5 per cent for
Asia-Pacific .countries (Minogue, 1998).

The current reform programmes simply replace the
state-dominated system by a system that signifies a tripar-
tite relationship between the state, the private sector and
the civil society. Examples of more balanced public-
private sector cooperation come, significantly, from some
of the Asian tigers (Amsden, 1989; 1997; Yu, 1997; Borins
& Warrington, 1996; Kaul, 1997). Non- governmental Or-
ganisations (NGO) are also rendering community
development services (Sarker, 1997, Turner & Hulme,
1997; White & Robinson, 1998). Such strong cooperation
is also expected to fulfill many requirements of good
governance in developing countries (Turner & Hulme,
1997; World Bank, 1992; Hussain et al., 1994).

The main focus of the structural reform has been tc
create executive agencies around a service or product.
These agencies have contractual relationships with
departments or ministries. The role of the ministries is to
provide strategic guidance. The agencies are fully em-
powered and provide services as per provisions of the
contract between them and the departments or mini-
stries. The UK experience provides the best example of
executive agencies (Metcalfe & Sue, 1990; Greenwood
& Wilson, 1989). Similar arrangements have also been
made in New Zealand where large multipurpose mini-
stries were split into focused business units headed by
managers on fixed terms of output based contracts with
considerable autonomy, including the right to hire and
fire (Metheson, 1998; Boston et al., 1996). The rela-
tionship can also be explained in terms of purchaser-
provider relationship. A clear distinction is made
between the purchaser who decides on what is needed
and what standards to be achieved, and the provider
who enters into a contractual arrangement to provide it
(Shafritz & Russel, 1996).

Following British and New Zealand's experience,
many developing countries are now trying to reen-

gineer the structural relations between policy and ad-
ministration. For example, Singapore has organised its
civil service around the concept of statutory boards,
and Jamaica has selected eleven pilot agencies for
conversion into executive agencies. In Ghana, Customs
and Excise and Internal Revenue Departments were
separated from Ministry of Finance to constitute
separate agencies in the 1980s. The rationale was to
free them from civil service rules and conditions and
give them more autonomy (Larbi, 1997).

Commercialisation is the process of
public bodies adopting management
practices of private sector businesses.

Public enterprise reform in the form of commer-
cialisation and corporatisation has also been under-
taken in many countries. Commercialisation is the
process of public bodies adopting management prac-
tices of private sector businesses (for example, by set-
ting commercial and profit goals as the basis of
decision-making and accountability). On the other hand,
corporatisation refers to the process of transforming the
structure and organisation of government departments
and statutory authorities to resemble that of companies
(Collier & Pitkin, 1999). In New Zealand, most of the
erstwhile commercial departments and statutory bodies
were successfully corporatised. Within a couple of
years, these enterprises showed remarkable progress in
terms of profitability and eventually these were
privatised (Massey, 1995). In Australia, corporate plans
now serve as the key accountability document between
the enterprise and the government (Dawkins, 1995; Wit-
tenhall, 1998; Brown et al., 1999; Collier & Pitkin, 1999).

Corporatisation refers to the process of
transforming the structure and organi-
sation of government departments to
resemble companies.

Developing countries, including the transitional
economies in Eastern Europe, have also embarked on
public enterprise restructuring. Both commercialisation
and corporatisation have been their preferred options
(Knapman & Saldanha, 1999; Islam, 1993; Common-
wealth Secretariat, 1991; McCarthy & Puffer, 1997, 1995).

Concerted efforts are also being made to devolve
significant authority to frontline managers regarding
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financial management and human resource manage-
ment practices. It means giving more powers to
managers and lower levels within the public sector with
clear accountability. Current practices include the
devolution of budgets and financial control to managers
and creating budget centres or spending units. Britain,
Australia and New Zealand have taken efforts in this
direction (O'Faircheallaigh, et al, 1999: Mountfield,
1997, Boston et ai, 1996). Singapore, Malaysia and
Ghana have also started a process of devolution of
financial management (Kaul, 1997). Similarly, the
devolution of human resource management practices
has empowered to deal with crucial aspects of recruit-
ment, promotion and firing of officials (O'Faircheallaigh,
et al., 1999). However, the trend of structural reform in
the public sector in many developing countries does not
imply a break-up of the traditional civil services (Huque,
1996; Kaul, 1997; Borins & Warrington, 1996; Hamid,
1995; Shafie, 1996).

Customer and performance orientation is another
aspect of reorganisation. Attempts are being made to
find out what customers expect, for example, by way of
surveys or user groups. Britain’s ‘Citizen Charter’ is a
classic example as to how the quality of public services
is increasingly being measured by consumer satisfac-
tion. It requires public agencies to set explicit standards
monitored and published for the services that individual
users can expect, to provide full and accurate informa-
tion about services, provide choice where possible and
regularly consult service users’ views (Shafritz & Russel,
1996). Following Britain’s ‘Citizen Charter’, a number of
developing countries such as India, Malaysia, Namibia,
Ghana and Mauritius have established similar Charters
to improve service delivery system (Kaul, 1997).
Malaysia’s ‘Total Quality Management’ involves setting
targets, designing measures of performance, work im-
provement process and the service recovery system
(Chiu, 1997). In Bangalore, India, through ‘report cards’
citizens and businesses evaluate the services of public
agencies (World Bank, 1997). In Ghana, ministries,
departments and agencies use beneficiary surveys as
means for making them more responsive to the users of
their services (Larbi, 1999).

Many developing countries are endeavouring to im-
plant strategic management system, programme
budgeting and accrual accounting and performance
measurement systems with an avowed objective of im-
proving performance of public sector (Kaul, 1997;
Borins & Warrington, 1996). Many South Pacific Island
countries have adopted strategic management model
in the public service (Knapman & Saldanha, 1999;
Public Service Commission 1993). Brazil offers one of
the best examples of strategic management and action
planning at the municipal level. Similar measures have

been taken by other developing countries such as
Ghana, Malaysia and Uganda (World bank, 1997).

Developing countries are endeavouring
to implant strategic management sys-
tem, programme budgeting, accrual ac-
counting and performance measure-
ment systems with an avowed objective
of improving performance of public
sector.

In order to develop a performance-based account-
ability system, the use of performance measures is a
common practice in many developing countries. In Sri
Lanka, the Urban Programme Unit has developed a fairly
extensive range of indicators for the purpose of assessing
grant entitlement and adjudicating competition among
local authorities for performance awards. In the South
Pacific, Fiji Islands has adopted a fairly comprehensive
performance measurement system (Public Service Com-
mission, 1998). The focus on perfarmance measures has
also changed the nature of performance appraisal sys-
tem. Malaysia's performance appraisal system includes
setting annual targets, a mandatory mid-year review of
the work performance in relation to targets set, a coor-
dination panel in each ministry or agency to ensure fair
and objective appraisal, and the selection of excellent
employees for reward and recognition (Shafie, 1996). All
these efforts of performance management aim to create
an entrepreneurial culture in public service (Grindle &
Hilderbrand, 1995; Hamid, 1995).

Major Areas of Concern

The fundamental aim of the NPM model has been
to supplant the traditional model. While in terms of
structure and processes, it has offered new dimen-
sions, still it is premature to derive definite conclusions
about the outcome and impacts of NPM. The following
are some of the major areas of concerns that the prac-
titioners of NPM are still struggling with:

There is apprehension over the conceptual basis of
the new model. There are conflicting value positions
underlying the debate. This is compounded by a ten-
dency to blur the distinctions between public and
private sectors and perhaps, as importantly, often to
treat the public sector as homogeneous in organisa-
tional terms rather than as a differentiated system of
organisations with different tasks, values and relation-
ships often linked into complex policy networks (Dun-
leavy & Hood, 1994; Gray & Jenkins 1995).
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Concerns are also expressed regarding the struc-
ture and accountability of administration. Accountability
in conventional system rested on certain practices such
as fixed salaries, rules of procedure, tenured service,
clear lines of division between public and private sec-
tors. On the surface, it appears that lack of such well
established practices might encourage non account-
ability and ethical problems (Hood, 1991). The much-
publicised British and New Zealand models have proved
controversial, with anxieties developing about public ac-
countability (Minogue, 1998).

One of the obvious problems in implementation of
NPM in developing countries has been the lack of
proper infrastructural facilities such as technology, skill
base etc. South Pacific Island countries (Fiji Islands,
Cook Islands) Ghana and Tanzania have faced these
types of problems (Chand, 1999; Knapman & Saldanha,
1999; Turner & Hulme, 1997). There are now strong ar-
guments that developing countries cannot apply a
decentralised, fragmented model of reform if they do
not have a traditional unified civil service to begin with
(Minogue, 1998).

Kiggundu (1989) in an analytical study on Africa has
even questioned the usefulness of strategic manage-
ment to NPM practitioners. Moreover, like strategic
managemeni, some other sophisticated management
practices have also faced serious setbacks (Hughes,
1998; Knapman & Saldanha, 1999; Scott, 1993). Pollitt
(1990) tends to relate the problem of application of NPM
to the distinct domains of both public and private sec-
tors. According to him, economics has some validity in
relation to its use in private sector. Its application to
government is ill conceived. So the generic relationship
between management and consumers is not applicable
in public service (Pollitt, 1990). Haque (1996) also ex-
tended this line of reasoning and argued that in the
domain of public sector, the lesser specified objectives,
unquantifiable outputs, accountability to the pressure
groups, and its focus on distribution and equality do not
permit such performance measurements as adopted in
the private sector.

In the domain of public sector, the
lesser specified objectives, unquantifi-
able outputs, accountability to the pres-
sure groups, and its focus on distri-
bution and equality do not permit per-
formance measurements adopted in
private sector.

Commercialisation and corporatisation measures

have created confusion. The number of success stories
is small; the rate of failure is an incessant phenomenon.
Following New Zealand experience, many South Pacific
countries corporatised SOEs. However, evaluation
studies reveal that the performance of these enterprises
has not improved; governments still intervene to realise
their political objectives; corruption is still rampant;
there is still lack of institutional and organisational
capability etc. (Bulai, 1996; ADB, 1998). Zhu (1999)
reports on China’s corporatisation and observes that
the worsening agency problems and excassive welfare
burdens, as well as increasing competition have con-
tributed to increasing losses. In China, managerial
problems in joint ventures are also extensive. Their lack
of hands-on experience with technology, particularly in
the case of machinery and its maintenance, not only
creates serious problems in the manufacturing and dis-
tribution process but extends to after-sales service as
well (Stanbury, 1997).

The social and economic costs of the reform may
be enormous. Likewise, a short term focus on efficiency
might reduce the development of human resource
potential in the long run. In a small country like Cook
Islands with a population size of around 18,000, more
than 50 per cent of the total public service employees
were made redundant overnight, thus causing
economic hardships and large scale migration of skilled
workforce (NZODA, 1997; Knapman & Saldanha, 1999).
Cook & Kirkpatrick (1998) have provided ample
evidence as to how restructuring programmes have
caused various problems, particularly unemployment in
numerous developing countries.

The issue of privatization has raised serious con-
cerns about the whole question of the existence of
public management as a distinct profession and dis-
cipline: Some argue that privatization ideology has dis-
paraged the legitimacy, ethics and morale of the public
service and thereby created threefold serious intellec-
tual crises in public administration as a field of study:
the credibility crisis, the normative crisis, and the con-
fidence crisis (Haque, 1996). .

Critics have also raised concerns about the ap-
plicability of NPM model in the developing country
context. Since NPM insists on implanting market prin-
ciples in its operations, doubts are raised about the
level and extent of ‘market’ in developing countries. A
market-oriented system requires institutional and or-
ganisational capacity to flourish and work efficiently.
Many developing countries often have little experience
in the operations of markets. More importantly, these
countries lack institutional and organisational back-up
to foster market-oriented system (Hughes, 1998). The
proponents of NPM need to examine whether human
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resources and organisational capacities within a
developing country are sufficiently developed to make
market or quasi-market based competition feasible
(Turner & Hulme, 1997).

Broponents of NPM need to examine
whether human resources and organi-
sational capacities within a developing
country are sufficiently developed to
make

feasible.

market based competition

There are particular problems with regard to the
privatisation of public enterprise. Firstly, there is hardly
any situation where a case-by-case analysis is followed.
This is important because some enterprises are well
managed and serve governmental and societal pur-
poses as well as commercial ones. Secondly, there are
circumstances in which privatisation will inevitably mean
foreign ownership or ownership by one particular ethnic
group thereby risking societal cohesion. If markets are
undeveloped, privatisation will mean foreign ownership
and public utilities will need to be carefully regulated
(Ramanadham, 1993).

In most of the developing countries, it is difficult to
find concrete evidence regarding efficient performance
of privatised enterprises. More importantly, the way
state enterprises were sold out to private entrepreneurs
has engendered controversies and scandals. The
privatisation measure in Bangladesh is a case in point.
First, the numbers of default loans are increasing day by
day. Second, many of the privatised enterprises have
become sick, Third, patronage networks and bribery
play instrumental role in the process of denationalisa-
tion. Fourth, the programme itself provides ample
avenues to both the bureaucracy and the corrupt politi-
cal leaders to accumulate unearned surpluses (Khan,
1989; Muhith, 1993). Overt politicisation and corrupt
practices are also observed in contracting out of
numerous public service (World Bank, 1997). Even in a
country like United States, this has been a problem.
Quoting many examples of corrupt practices, Thayer
observes: Such outcomes are to be expected when
operating environments are designed in ways that en-
courage all those competing for survival in those en-
vironments to lie, cheat, and/or steal. In the realm of
commerce, business people need not be ‘natural or
‘born’ criminals to know that they will lose business if
they are not corrupt (Thayer, 1990: 157).

Russia’s experience, in particular, is quite relevant
here. As Russia moved toward a market-based

economy in 1992, the situation for enterprise managers
changed dramatically. Many enterprises operated with
outmoded plants and equipment and were grossly over-
staffed. Bank loans were scarce, and if available, came
with exorbitant interest charges. Inflation during that
period was reported to be 2,600 per cent, a factor con-
tributing to a near catastrophic devaluation of ruble.
Restrictive and ever-changing government policies,
coupled with onerous and unpredictable tax laws,
added to the extremely difficult environment facing
managers. Along with this, political instability and mas-
sive corruption further aggravated the situation (Mc-
Carthy & Puffer, 1997, 1995).

It appears that there might be a fundamental fal-
lacy in the application of NPM in developing
countries. Lessening the government was the slogan
in the West because of its over-governance, prolifera-
tion of institutions and multiplication of obscure legis-
lation. Measures are required to increase efficiency
and competition through cost cutting. Developing
countries can’t fulfil any of these objectives. So the
context is different. We are not arguing that efficiency,
productivity and competition are not needed. Our
concern is whether it can be achieved through NPM.
Turner & Hulme (1997: 249) argue:

Whatever the reasons—naivety, historical and en-
vironmental blindness, or ideology—a powerful in-
ternational lobby is promoting a ‘one size fits al’
approach to public sector reform in spite of the
evidence accumulated from organisational and
management theory and from empirical study that
the outcomes of planned changes in organisations
are conditioned by many contingent factors, espe-
cially those in the organisation’s environment. In
some context, NPM may vyield its promised benefits,
but in others the possibility of it contributing to
reduced performance, and even political instability
must be recognised.

What we want to emphasize is that institutional
and organisational set-up in the developed and
developing countries are quite different. What is ap-
propriate for the West may be unsuitable for the
developing world. North, a novel prizewinner in
economics, has put it in this way:

..societies that adopt formal rules of another
society—will have very different performance char-
acteristics than the original country because both
the informal norms and the enforcement charac-
teristics will be different. The implication is that
transferring the formal political and economic rules
of successful Western market economics to Third
World and Eastern European economies is not a
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sufficient condition for good economic perfor-
mance. Privatization is not a panacea for solving
poor economic performance (North, 1985: 18).

Kiggunda's (1998) analysis provides insights into
incompatibility between NPM and the developing
country context. First, there is a lack of strategic
visioning linking public service reform to the broader
aspects of the country’s political economy. Second, in
most countries, reforms lack sustaining political and
community support. Third, public service reform car-
ries with it a greater burden of expectations than
most governments have the capacity to deliver on a
sustained basis. Finally, there is a lack of equipment,
supplies, computers and vehicles, physica! plants, and
a general lack of positive work values, motivation and
attitudes which impede the effective and sustainable
implementation of reform.

However, this critical appraisal does not imply that
NPM is altogether unacceptable. Certainly it has some
promises which, if properly implemented, can help im-
prove the efficiency and effectiveness of the public sec-
tor. The old model has some chronic flaws. NPM is
expected to address severe administrative problems
and hoids definite promises for developing countries,
the administration performance can be improved if the
reform programmes are cautiously designed and imple-
mented. But NPM is just another Western model super-
imposed over the developing countries without
considering the local socio-politica! and economic is-
surs. Moreover, a radical rather than incremental ap-
proach has been adopted, thus resulting in
dysfunctional consequences of the NPM for most
developing countries. Dia, (cited in Minogue, 1998), a
keen observer on African administration, suggests a
governance approach to reform, i.e. economic reform
packages should be designed for the particular needs of
the individual country. There are some general stages a
reform programme should follow to begin to resolve the
problems. These involve improving the institutional en-
vironment, better economic management and coherent
public service management. A strategy is required
which changes the whole culture of the civil service.

Conclusion

The NPM framework, in both developed and develop-
ing countries, was proposed as an appropriate response
aimed at making the public sector administration more
efficient, effective and responsive. A number of measures
such as small government, professional management,
output orientation, performance-based accountability
system, performance measures, strategic planning,
quality management, contracting out, privatisation, out-
put budgeting, accrual accounting, contract employment

and so forth have been suggested for improving the
performance of the public sector in both developed and
developing countries. All the developed countries and
developing countries have endeavoured, over the years,
to implement reform measures, though the intensity of
the implementation of reforms is much lower in case of
developing world. It is too early to assess the impact of
the reform programme, but early signs indicate its relative
success in the developed countries. Only a handful of
developing countries (e.g. India and China) and a few of
emerging industrialising couniries have shown some
prospects. A large majority of developing countries in-
cluding former Soviet biock countries are struggling hard
to cope with the new situation.

Although the reform programme is at the early stage,
it is facing problems of numerous types in both developed
and developing countries. Critics argue that the argument
in favour of introduction of NPM system is not convincing,
particularly as it has failed to address the crucial issues
of ethics, accountability, non-partisan distribution and
administration. More importantly, the fundamental logic
of the supremacy of the private sector over the public
sector in terms of the efficiency criterion is inconciusive,
the link between privatisation and economic growth has
not been cemonstrated and profitable and efficient public
enterprises exist in all types of economy:. It has also been
argued that the very institutional and organisational struc-
ture of developing countries poses stupendous problems
to successful impiementation of the reform programmes.
Particularly, in least developed countries, the reform
programmes have further deteriorated the already fragile
administrative system. .

NPM has failed to address the crucial
issues of ethics, accountability, non-
partisan distribution and administration.

Now the question remains as to whether NPM will
provide lasting solutions to the problems of public sec-
tor. Based on the developments taking place in the
developed world for the last two decades, it can be
safely said that the NPM has come to stay. There wifl be
more market orientation to the public sector. The tripar-
tite relationships between the public sector, NGOs and
the private sector will be strengthened. There is likely to
be more politicisation of administration. More flexible
administrative system in terms of organisational
dynamics, staffing and finance is likely to emerge. Par-
ticipation is likely to take a firmer place in organisation
as opposed to the traditional mode of administration. In
the case of developing countries, the situation is rela-
tively uncertain. Most developing countries are adopting
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the model without considering the socio-economic and
political implications. Perhaps because of their vul-
nerable position at the international level, these
countries are being ‘forced’ to adopt the model. How-
ever, recently, a couple of open demonstrations have
taken place in Washington against the International
Monetary Fund and the World Bank for their alleged
roles in misery in the developing world caused by
reform. Although there is an obsession with the experi-
ments with market solutions, still there is a long way to
go to replace the traditional model. In some cases,
some precepts of the traditional model might help to
restore order in the administrative system i.e. getting the
fundamentals right —a prerequisite for economic growth
and development.
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Indonesia: Women in Civil Service

Lukman ldrisalman

Retrogade =orial cultirral miliet: and neqative stereo-
type creation of women and men through mass-rmedia
have strengthened the trend that political power
remains men’s domain. Women'’s representatives are
also fewer in decision making positions of arts, culture,
sports, media, education, religion and law, making
women less influential in most important institutions.
This article delineates the position of women in civil
service in Indonesia, the issues involved and a few
recommendations.

Lukman Idrisalman is Director, Center for International Administration
Studies, Indonesia.

The universal declaration on Human Rights justifies
that everybody has the right to participate in the
government. However, though demaocratization move-
ment has spread in most countries, women are still in
minority in government institutions, especially in certain
departments and executive boards. There has also been
little progress achieved by them in getting political
power in the legislative body. In some countries includ-
ing those facing the process of political, economic and
social change, the total number of women repre-
sentatives in the legislative bodies is declining. Worse, in
most countries, only half of the women voters have the
right to choose and occupy positions of power.

Traditional working patterns of political parties and
government structures still become stumbling blocks for
women to participate in the state’s activities and high
expenses needed for candidature dissuade women from
joining political positions including government decision
making. However, the process of empowering and
autonomy of women has enhanced their social status, in
all fields of sustainable development in Indonesia, in-
cluding government administration.

Gender-Based Approach

A review of past practices and field observation of
the present reality show that equal partnership between
men and women has not yet been fully achieved. Ef-
forts to enhance the status, role and participation of
women in the government and national development
can be consolidated by the use of gender-based ap-
proach and this outlook has been developed by the In-
donesian government since The Sixth Five Year

Efforts to enhance the status, role and
participation of women in government
can be consolidated by the use of
gender-based approach.
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Table 1: Civil Servants in Governmental Departments/Agencies

Agency 1997 1998 1999

Women Men Women Men Women
Dept. of Internal Affairs 33,657 148,899 33,844 148,310 34,705
Dept. of Foreign Affairs 786 3,163 785 3,164 779
Dept. of Security and Defense 43,571 109,320 43,107 107,047 42,830
Dept. of Law and Legislation 11,119 44,021 13,370 44,136 10,805
Dept. of Finance 11,906 55,468 12,087 56,238 12,272
Dept. of Mines and Energy 1,388 8,677 1,384 8,611 1,364
Dept. cf Industry and Trade 6,802 23,540 6,794 23,482 6,644
Dept. of Agriculture 15,793 71,720 15,733 71,241 16,332
Dept. of Forestry and Plantation 3,058 33,076 3,055 32,942 3,265
Dept. of Transportation 6,011 74,763 6,009 74,638 6,428
Dept. of Man Power 5,099 18,307 5,090 18,183 5,376
Dept. of Health 162,094 134,972 161,640 134,135 169,421
Dept. of National Education 903,146 1,134,921 903,991 1,134,780 992,424
Dept. of Religion 60,818 148,038 62,485 146,725 61,655
Dept. of Cooperative & PKM 4,168 12,720 4,145 12,552 4,098
Dept. of Art and Culture 975 2,725 975 2,723 a71
Dept. of Public Works 4,442 36,374 4,418 35,968 4,554
Dept. of Trans. & Population 3,677 13,844 3,691 13,714 3,792
Board of Nat. Information Coord. 14,397 38,932 14,527 38,950 14,650
National Agency of Social Welfare 7,912 14,446 7,875 14,357 7.952
State Secretary 492 . 2,337 492 2,337 478
Sec. of People's Cons. Assembly 56 166 57 165 55
Sec. of Supreme Adv. board 73 246 73 240 71
Sec. of House of Representative 247 934 247 935 243
Supreme Court 319 888 319 888 309
General Attorney's Office 3,853 14,104 4,036 14,424 3,885
Finance Supervisory Board 459 1,623 575 1,731 680
National Agency of Code 84 307 82 311 94
Nat, Agency for Personnel 979 3,442 1,054 3,577 1,073
Nat. Agency for State Adm. 1" 455 177 456 194
Nat. Space Aviation Council 16 37 16 37 16
Board of Comm. of Telp. & Com. 2 7 2 i 2
National Space Aviation Board 224 1,187 224 1,187 228
State Intelligent Coordinating 25 1,136 24 1,133 23
National Institute of Science 970 3,802 987 3,833 981
National Atom Agency 758 3,254 767 3,283 756
Central Bureau of Statistics 2,541 10,275 2,572 10,337 2,621
National Planning Board 196 637 196 637 191
National Archives Board 185 436 185 436 202
Co. Agc. of Nat. Survey & Mapping 135 590 135 590 136
The Nat. Family Planning Board 20,360 34,422 20,339 34,369 20,087
Nat. Dev. Coordinating agency 129 383 129 383 130
Nat. Security & Defense Council 15 53 15 53 15
Board of Tech. Research & Dev. 425 3.012 450 3,115 449
B. of Finance Supervisory & Dev. 1,483 6,197 1,481 6,190 1,560
The National Land Agency 4,405 22,766 4,381 22,541 4,419
National Library 832 922 830 923 825
Env. Impact Monitoring Board 176 227 176 229 176
Board of Logistics affairs 661 5,652 698 5,652 723
Civil Servants for Autonomy Reg. 103,146 402.369 103,175 401,443 106,076
Total 1,444,242 2,649,791 1,285,060 2,643,338 1,547,015
As on: March 31st, 1997 - March 31st, 1999 Source: State Personnel Board
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Development Plan. This concept has been formulated
as follows:

“Harmonious gender partnership between men and
women is a dynamic condition in which men and
women have equal rights, obligations and oppor-
tunities based on mutual respect, appreciation, sup-
port and mutual help in the context of national
development in various fields.”

National development based on gender approach is
defined as an approach to development which in-
tegrates the aspirations, needs and participation of
women and enhancement or empowerment of the
status and role of women in both policy and develop-
ment strategies in various fields and sectors, as well as
in family life. Since the launching of this concept in 1995
by the State Ministry for The Role of Women to the
efforts of the present State Ministry for the Empower-
ment of Women, its impact remains to be seen. This
study attempts to present the facts, figures and im-
plementation of this concept regarding Women in Civil
Service.

The Government Apparatus

There are two types of Government Systems in In-
donesia—a management system, with institutions, in
charge of governmental procedures and supervision;
and another apparatus as a-group of people who serve
the Country and Government needs ( the Civil Ser-
vants). As the Indonesian Constitution (1945) mentions,
the sucgess of the administration system depends on
the loyalty of the state administrators. It is therefore the
loyalty of the civil servants that fully determines the
success or failure of the state in achieving develop-
mental goals.

From 1969 to 1994, the numerical strength of Civil
Servants has grown, from 1, 4 millions, in 1974 to 3, 9
millions in 1993. In other words, the number increases
approximately 130,000 annually. The highest increase
was in the years of 1979 and 1984, where approximately
250,000 people a year were recruited as civil servants.
The high number of civil servant appointments was
needed for primary school teachers and medical per-
sonnel in order to enhance basic education and
healthcare.

Since 1994 the government has been applying zero
growth policy. Ministries and Non-Ministerial Agencies
have to reorganize their personnel. Civil Servant recruit-
ment orientation was initially designed to give more op-
portunity for people to work for the social function of
government has now shifted to emphasis on implemen-

tation of main government and developmental tasks.
For this purpose, Ministries and Non-Ministerial Agen-
cies set their personnel standard for all their organisa-
tional units. This standardized system helps in the
assessment of surpluses and shortages in manpower.
The number of civil servants in 1997 that was 4,094,033
decreased to 3,928,398. However, the number in-
creased to 4,005,460 in 1998. This increase was due to
political demands and the enhancement of development
activities in certain sectors and provinces. Out of these
figures, heavy female concentrations could be found in
the departments of National Education, Health, and
Religious Affairs (see table 1 as many as 1,126,058 in
1997, 1,128,116 in 1998 and 1,223,500 in 1999). They
are not so dominant in other government institutions.
Among the various government institutions/agencies,
the lowest number of women is found in the National
Defense Council which is only 15 females compared to
53 Men. The number of women working in the Local
Government Institutions was 103,379 in 1997, 103,397 in
1998 and 106,132 in 1999 (see table 2).

Table 2: Civil Servants according to Agencies

Type of Service 1997 1998 1999
Work in Departments 539,812 542,567 515,907
Assigned on DO/ 749,276 749,048 758,036
other agencies ‘

Employed in DO/ 51,775 51,686 51,940
other agencies

Local Civil Servants 103,379 103,397 106,132
Total 1,444,242 1,446,698 1,432,015

As on: March 31st, 1997 - March 31st, 1999
Source: State Personnel Board, 2000.

Indonesian Civil Service recognizes two positions:
structural and functional. Structural positions are for
those occupying echelon | (Secretary General, Director
General, and others), echelon |l (Director, Center Head,
and others), echelon lll (Sub Directorate Head, Division
Head, and others), echelon IV (Section Head or Sub
Division Head) and echelon V (Sub-Section Head).
Functional positions are educators (starting from kinder-
garten teachers upto professors in the university), func-
tional trainers (those responsible for education and
training for Civil Servants), researchers and others.

Among these two positions women are catching up
in the functional position. Table 3 shows that the number
of women is 860,825 in 1997 compared to 863,724 men
in the same year and in 1998 the number of women is
higher than men. As primary school teachers, women
hold more positions than men. As researchers women
occupy almost 50 per cent of available positions (table
3, Fig. 1). In the structural position, on the other hand,
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Table 3: Data of Civil Servants According to Positions and Gender in

1997 & 1998
Position 1997 1998
Educational Position - 863,724 860,825 868,848 871,104
Lecturer 317 39 359 41
Madya's Lecturer 621 87 688 o9
Senior Associate Prof. 1,731 324 1,817 371
Senior Imd. Ass. Prof. 2,472 603 2,712 677
Associate Professor 7,123 2,152 7,299 2,289
Intermediate 5,434 2,336 5,813 2,563
Ass, Prof.
Junior Associate Prof. 8,175 3,830 8,692 4,071
Skilled Assistant 7.213 3,676 6,888 3,649
Skilled Assistant of 9,892 5,376 9,429 5,109
Madya
Kindergarten Teacher 1,652 28,994 1,646 29,000
Elementary Teacher 582,038 624,172 584,726 632,521
Junior High Teacher 142,341 121,582 143,381 122,511
Senior High Teacher 94,715 67,654 95,344 68,203
Research Position 2,702 958 2,872 1,032
Skilled Researcher 168 23 168 23
Researcher 653 149 754 178
Ajun of Researcher 1,044 410 1,088 427
Researcher Asst. 837 376 862 404
Structural Position 231,115 37,679 229922 37,845
Echelon | 236 11 294 15
Echelon Il 2,391 95 2,397 100
Echelon llI 22,483 1,777 22,502 1,799
Echelon IV 90,179 13,020 89,122 12,966
Echelon v 155,626 22,776 115,607 22,965
Other Positions 1,552,460 544,874 1,460,401 436,462

Source: State Personnel Board, 2000

women only occupied 16.30 per cent in 1997 and 16.46
in 1998 (table 3 and Fig. 2). The increase of women in
this position is only 0.16 per cent annually. In echelon |
position, there are only 11 women compared to 236
men (0.04 per cent). In short women's position in struc-
tural positions is still a big question mark, Why? Func-
tional positions are not so difficult for women to
compete because the requirements for this position can
be achieved through individual independence (credit
points based on personal achievement). The require-
ments for structural position are competitive and based
on professional achievement such as seniority in rank,
good human relations, good communication skills,

working experiences, good results, as judged by the
Superordinates and passing the test for education and
training programs. In addition to these formal require-
ments, there are various extra activities needed such as
internal or external coordination, overtime work up to
several hours after formal office hours and field visits for
several days either within or outside the city and travel
to various remote areas due to duty obligation. For cer-
tain positions in local governments, the geographic
peculiarities of the region, more particularly the com-
ponent local areas and bodies of water make it impera-
tive for management to give preference for males
because of the demand for physical fithess and
capability to undertake official travel under unfavorable
conditions. Women especially married ones are unable
to accept challenges or seize opportunities because of
their priority to family affairs or fear of broken marriages.

It is also acknowledged that gender bias does exist
in  government bureaucracy, causing frustration,
demorali-zation, and disillusionment among women
employees who have been harassed or discriminated
against. Other problems are embedded in the general
mindset and unfavorable cultural environment which
foster gender discrimination. Because of the invisibility
of much of women’s work, and the double burden they
carry everyday, many of them cannot avail themselves
of the resources and opportunities around them. Men
continue to be more advantaged in the structural posi-
tion while some government agencies continue to
employ them more. For harmonious gender partnership,
these imbalances should be corrected or overcome, not
only by women themselves but also by the whole
society including the government.

For men and women to become equal partners as
desired, the society must address a number of factors
which cause inequality between genders. Women in
Civil Service as mentioned earlier is one of the factors to
be considered and solved accordingly. Goals set by the
State Ministry for the empowerment of women and
policies employed in achieving of harmonious equal
partnership between women and men in national
development are designed to improve women'’s status,
role and opportunities through improvement of
women’s skills and self-reliance, including mental and
spiritual resilience.

Other factors that should also be considered are the
low status and inferior treatment meted out to women
by the society. Women are subject to poor health ser-
vices, lower salary, and unsatisfactory working condi-
tions. In general women have lesser opportunities in
terms of education and skills, especially in the field of
science and technology. Societal norms make them
timid and unable to express their opinions, aspirations
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The structural forms for improving OB
may be drawn from Western experience,
while the ways of making them effective
can be indigenous.

being likely to yield an optimum result. The new wave in
management focuses on empowerment and account-
ability of managers. As Napoleon said, “there are no
bad soldiers, only bad officers”.

The leader is one who motivates employees to bring
out their best to achieve job performance; develops and
trains people to be adaptable to the job requirements;
instils confidence in them, entrusts them with a sense of
responsibility, holds them in respect and finally provides
them support and encouragement for the effective im-
plementation of the organisation's policies and
programmes. However, as Pastermack and Viscio
(1998) observe, there is no longer a need for a centre in
the corporation in the familiar sense. Instead, the real
centre of the centreless corporation is an extended
leadership team. The world moves too rapidly for any
company to rely heavily on a few leaders. In the Centre-
less Corporation, leadership is spread throughout the
pieces of the company. Rather than managing the ac-
tivities of the company, the CEQO creates the context for
growth with a heavy emphasis on the enablers of
growth. The context provides direction in terms of vision
and culture. The enablers make growth actually happen.
Who are these enablers? Are they necessarily the
leaders? Here, one remembers Percy Barnevik, CEO of
ABB, who observes ‘there is tremendous potential in our
people. Our organisations ensure that they only use 5 to
10 percent of their abilities at work. Outside of their
work, they engage the other 90 to 95 percent to run
their households, lead a Boy Scout troop, or build a
summer home. We have to learn how to recognise and
employ that untapped ability that each individual brings
to work everyday.’

Reengineering —the Concept

The latest management technique in the 1990s refers
to people and reengineering. Michael Hammer
popularized the concept of Business Process Reen-
gineering (BPR). It basically refers to fundamental rethink-
ing and radical redesign of work processes so that the
company becomes lean and develops quick response
capabilities to face competition and to exploit new op-
portunities. This led to several organisations delayering
and down sizing, cutting swathes through the layers of
middle management whose role was to supervise the
work of others and transmit information up and down the

hierarchy. Tough international competition is pushing
many Asian companies into reengineering. Asia’s reen-
gineering experts often disagree about how to implement
it, but one point they all agree on is that organisations in
the region should be doing it, and sooner rather than
later. Reengineering has not been an unqualified suc-
cess—there are numerous reports of reengineering
failures (Hammer & Stanton 1995). While many of these
reports are misleading or even mistaken, it is true that
many companies have undertaken reengineering efforts,
only to abandon them with little or no positive result.
These failures are significant. They reflect a fundamental
fact of reengineering.

As Champy (1995) observed, what must be aban-
doned by management is a whole ideology, a whole
way of thinking about power. Reengineering has worked
when OB has been addressed simuitaneously. An
American mining company saw its revenues increase by
30 per cent and market share by 20 per cent, while cost
went down 12 per cent and cycle time 25 per cent. After
reengineering its inventory replenishment process, a
U.S. clothing manufacturer doubled sales, increased its
market share by 30 per cent, and cut cycle time by 25.
Such success stories call for attention on issues
managers must address such as issues of purpose, is-
sues of culture, issues of process and performance and
issues of people. If successful reengineering requires a
change in a company's whole culture, how is it to be
accomplished by the same management? Since reen-
gineering is unlikely to succeed where the corporate
atmosphere is charged with fear, how do we generate a
better environment? How do we set norms and stand-
ards, or measure results for worker performance,
management performance, and the performance of the
whole organisation? Reengineering usually demands
radical objectives and leadership and political skills.

Successful reengineering requires a

change in a company’s whole culture.

Industrial engineers redefine reengineering as the
rapid and radical redesign of strategic, value added
business processes and the systems, policies and or-
ganisational structure that support them—to optimize
work flows and productivity in an organisation. After all,
reengineering is the fundamental rethinking and radical
redesign of business process to achieve dramatic im-
provement in critical contemporary measures of perfor-
mance such as cost, quality, service, and speed. RE is
also defined as the use of tools combined with ena-
bling technologies to provide an explosive mix to make
dramatic change throughout the organisation and to
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The six core areas for implementing
reengineering are: roles and respon-
sibility, measurements and incentives,
organisational structure, information

technology, shared values and skills.

deliver what the customer requires. RE is not just busi-
ness improvement programmes. It is not just restruc-
turing or down sizing to produce flatter organisations.
Quality improvement concepts like TQM, TQC, Kaizen
are different from RE as the former work within existing
processes and try to improve it. The six core areas of
the organisation for implementing reengineering are:
roles and responsibility, measurements and incentives,
organisational  structure, information technology,
shared values and skills. The guiding principles of reen-
gineering include:

e Organize around outcomes, not tasks

e Involve those who use the output of the process
and perform that process

e Subsume information processing work into real
work that produces information

e Treat geographically dispersed resources as
though they were centralized

e Link parallel activities instead of integrating their
results

e Put the decision point where the work is per-
formed and build control into the process

e Capture information once and at the source.

OB Features for BPR

Business Process Reengineering (BPR) demands
that employees must hold the following core values:

o Customers pay our salaries; | must do what it
takes to please them.

e Every job in the company is important and es-
sential; | do make a difference.

e Showing up is no accomplishment; | get paid
for the value | create.

e | must accept the ownership of problems and
solve them.

» Constant learning is part of my job.

e | belong to a team; we fail or succeed together.

¢ Managers change from supervisors to coaches.

e . Executives change from scorekeepers to
leader-managers.

In the global context, the benefit that a company
can receive is a direct result of the extent of change
implemented and the starting point. Dramatic changes
produce dramatic results. The following changes are
possible: 30-35 per cent reduction in the cost of sales,
70-75 per cent reduction in delivery time, 60-80 per
cent reduction in inventory, 65-70 per cent reduction in
cost quality, an unpredictable but substantial increase in
market share. The tangible benefits as highlighted
above are great dramatic improvements in performance
and competitiveness. The intangible rewards like
people’s attitude towards managing and work can even
be greater. At the same time we should remember Alan
Fowler's observations that enthusiasm without a
framework of procedure is likely to be as ineffective as
systems operated without commitment.

While quality has become a global management
concern, the approaches to it are by no means univer-
sal. Quality management in the west focuses on control-
ling quality, while in Japan, it is aimed more at
improving quality. Dr. Hitoshe Kume, Professor of En-
gineering, University of Tokyo, observes that this dif-
ference arises from contrasting views of the proper role
of quality for new products. Dr. Vaniel Hunt writes, “The
key to competitiveness is to avoid emulating one
nation’s approach: keep an honest set of business
priorities firmly fixed in your minds, and allow them to
guide your actions.” Most quality initiatives are ex-
amples of three approaches widely used in the West
and Japan. One approach emphasizes TQC (total
quality control), which blends the ideas of Deming and
Ishikawa, with heavy emphasis on statistical process
control and quality circles. Another focuses on ‘culture
change’ —the radical change in behaviour and values of
a company and its people. The third approach attempts
to follow the IBM model, which puts heavy emphasis on
improvement teams. Each of these approaches has
aspects which are useful. However, the situations for
which they were developed are different in many ways
from those which face Asia's companies.

Dr. John Romanga, (1995) Managing Director of
Hong Kong-based QSA-Mortiboys, identifies six impor-
tant characteristics of  Asian companies: strong
entrepreneurial orientation and high staff turnover; diver-
sity of outlook — confucian emphasis on family and hard
work combined with an openness to Western manage-
ment methods; quiet quickness—a paradoxical blend of
wanting to avoid conflict along with willingness to make
quick and what sometimes appear to be arbitrary
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decisions; radical technological opportunism—com-
panies in the region actively seek out and introduce new
technology, wherever it comes from, as soon as it is
available; diversity of work experience; and, finally sheer
strength in numbers, there are more small businesses in
Asia than there are in the West. Family controlled
groups, in particular, often spin off into two or more
companies which are focused on a different category of
customers, or geographical location, or product type.
Companies which have these characteristics have dif-
ferent needs than those for which the three typical
quality approaches were created. They don't need to
create a new commercial culture to replace a
bureaucratic outlook. Instead, they need a system
which enables them to take advantage of their diversity
of outlook and experience. They don’t need to carry out
radical downsizings. Instead, they need a flexible
mechanism for growing in which they can know how all
the parts support the whole. They don’t need to carry
out Kaizen—like improvements to a system which was
created quickly, and sometimes haphazardly, to meet
the demand of growth. Instead, they need to put in
place core systems which are flexible, facilitate growth,
and which can serve as a basis for Kaizen in the future.

Romanga identifies six characteristics
of Asian companies: strong entre-

preneurial orientation and high staff
turnover; diversity of outiook, quiet
quickness, radical technological oppor-
tunism, diversity of work experience
and strength in numbers.

OB in Indian Ceontext

In the Indian context, what is required, is: Reen-
gineering Organisational Behaviour (ROB). ROB's
priority is on developing organisational culture. This
could be achieved through different phases—by
developing corporate mission and strategic planning,
{this gives birth to the culture), developing a human
resource plan (it defines the culture), by appropriate
recruitment and selection (it helps in locating the
bearers of the culture), training and development (it
facilitates instilling the culture), target setting and ap-
praisal (it promotes the culture), reward management (it
facilitates reinforcing the culture), and, succession plan-
ning and exiting (it focuses on maintaining the culture).
This culture building refers to change management in
organisations. Resistance to change is normal, and or-
ganisations sensitive to the human element understand
it well. Kotter and Schlesinger (1979) identified six
strategies to overcome resistance to change. They also

placed these strategies along a continuum representing
the increasing potency of each strategy: Communica-
tion, participation, facilitation, negotiation, manipulation,
and coercion in that order. They emphasized that an
appropriate strategy or a set of strategies should be
selected by the manager depending on the level of
resistance. More potent strategies, such as manipula-
tion and coercion should be used if resistance is likely
to be more deeply rooted. The right climate of change
can be created by building trusting relationships, com-
municating openly, encouraging two-way feedback, ad-
dressing individual concerns, and explaining readiness
to change. Involving people in planning a change helps
in preparing them for it, and thereby reduces resistance.
Managing change could be fostered by reengineering
organisational behaviour.

The human resources strategy for the new millen-
nium should be broad-based, flexible, and based on
empowerment (Rath, 1998). Empowerment strengthens
motivation and manages conflicts positively. It incor-
porates authority, resources, information and account-
ability. Integrating HRM with Corporate Strategy (CS)
can be done in two ways: Breakdown Maintenance
Strategy (BMS), and, Preventive Maintenance Strategy
(PMS). BMS is followed by Indian companies under cir-
cumstances when managements fallout with trade
unions and adopt the ABCD formula (Agitation, Bargain,
Confrontation and Demand). Some progressive com-
panies follow PMS by encouraging group activities
through which management-union relationship is safe-
guarded. In view of these, integration is necessary. It
could be facilitated at core level, structural level, and the
implementation level. These include changing the
mindset, developing awareness of goals and objectives,
comparing data at all levels, understanding customers,
and, enabling shop-floor employees to implement top
decisions. Reengineering OB goes beyond strategic
planning towards ‘strategic thinking’. Human resource
still remains the primary fall-back for corporations to
achieve greater productivity and corporate excellence
(Ray, 1998). Quality and value-adding performance
management of human resources would be the key
contributor and determinant factor for survival and
growth in fast changing and highly competitive business
environment because other management resources
(material, money, information) have virtual limitation.
Only human resource has unlimited potential and

Involving people in planning a change
helps in preparing them for it and
reduces resistance.
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capacity, whose performance management shall ul-
timately matter.

Reengineering OB also looks forward to a new kind
of leadership in Indian organisations. Marked by
flexibility, openness, and an ability to integrate the
human quality, something which should be consciously
learnt by current and aspiring managers alike. A total
leader is a synergy of the two styles of leadership: trans-
actional and transformational. The high-performance,
competency-based work place requires emphasis on
learning as the key to future competitive success. The
leaders have to not only possess these premium skills
themselves, but must also hire people who possess
these skills, to work in association, co-operation, and
collaboration with one another (Sabat, 1998).

OB & Learning

In times of drastic change, it is the learners who
inherit the future. Reengineering OB looks for learning
organisations. Learning in an organisation means the
continuous testing of experience, and the transforma-
tion of that experience into knowledge —accessible to
the whole organisation, and relevant to its core purpocse
(Ross et al., 1998). The core of learning organisation
work is based on five learning disciplines such as per-
sonal mastery, mental models, shared vision, team
learning, and systems thinking. These discipiines help
us see how to change systems more effectively, and to
act more in consonance with the larger processes of the
natural and economic world. The ROB model strongly
believes that, like individuals, organisations learn; they
sense circumstances within their environment and
respond. They observe the results of their responses
and remember the results, along with information
gathered from other sources, for reference in designing
future responses. The learning organisation of the future
will incorporate diversity into its internal processes by
encouraging the expression of different points of view
(Heil & Tate 1994). Diversity of experience, education,
gender, ethnicity, sexual orientations, expertise and
opinion can aid an organisation to understand cus-

Learning in an organisation means the
continuous testing of experience, and
the transformation of that experience
into knowledge.

tomers, competitors, and suppliers, anticipate future
trends and provide a challenging work place for the
employees. If the requisite level of diversity does not
exist or is not effectively managed, the organisation will
be unable to adopt to a rapidly changing, external
environment. This is possible only when we reengineer
organisational behaviour and develop personal effec-
tiveness, to achieve corporate excellence.
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Organisational Ecocycles & Mind Stock:

Beyond Lifecycles

R. Srinivasan

The concept of lifecycles has been applied to organisa-
tions, industries, products, brands, and even proces-
ses and has proved to be useful in explaining
phenomena like the sudden decline of fairly stable en-
tities. The concept provides a framework to analyze
changes over time, drawing parallel from biological
sciences, and talking about evolution (birth), growth,
maturity, and decline in the form of disjoint, sequential
“S" shaped curves. Are these curves related? How
does an organisation shift from one curve to another? It
is these questions this paper seeks to address.

R. Srinivasan is a Faculty Member in the Strategic Management
Group, Indian Institute of Management, Lucknow, Prabandh Nagar,
Off Sitapur Road, Lucknow-226 013.

Modern corporations of today are increasingly
realizing the need to realign themselves to withstand the
changing work cultures, including tele commuting and
virtual offices. All that these firms have in the form of
resources is “mind stock.” And managing this mind
stock is the key to success in the modern corporation.
In this context, Hurst and Zimmerman's (1994) paper,
commendable for its innovative association of organisa-
tion theory to ecology, has far reaching implications for
strategic management literature.

Lifecycles

In the traditional sense, conceptualization of the
lifecycles model has four stages. The first stage is
known as “evolution” or “birth” and is associated with
tentative development or growth. Here the system is
small, weak and slowly growing. It experiences
problems in terms of adjustment with the environment,
and takes its own time to settle down. As the system
settles down, and reconciles with the environment, the
“growth” phase starts. This period is marked with rapid
growth of the system in terms of performance, and the
rate of change is very high. The growth phase is fol-
lowed by a phase of relative stability called the
“maturity” phase. This phase marks intensification of
competition in the environment for the resources re-
quired for survival, and saturation of system growth. The
system then begins its tailspin in the form of a ““decline”
phase, when it cannot stand the intensity of competi-
tion, and new systems with better resources and
capabilities rule the environment (see Fig. 1). This con-

lifecycles
Evolution,

Conceptualization of the
model has four stages:

Growth, Maturity and Decline.
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ceptualization of lifecycles fails in explaining many or-
ganisational phenomena such as where organisations
come from, what happens after decline. Nor do we have
any idea as to what to do in each of these phases.
Some of the specific issues that remain to be addressed
by the organisational lifecycle conceptualization are or-
ganisational decline, organisations’ relation with the en-
vironment, and organisational renewal.

b

birth growth maturity decline

time

Fig. 1. Traditional conceptualization of lifecycles
Organisational Decline

Is it inevitable that every organisation has to
decline? Or are there ways and means by which or-
ganisations can mitigate, if not totally avoid, the
decline phase? Is there a way to manage maturity
and remain at that level? Why do organisations
decline at all in the first place? These questions and
others remain unanswered by the singular concept of
lifecycles. We need to go further into organisation
theory and describe/elucidate these processes for or-
ganisational survival and ‘success.

In the growth phase, the environment offers or-
ganisations opportunity for growth and survival. When
the organisations enter the maturity phase, the environ-
ment has matured and organisations become vul-
nerable, plainly because of their systems where rigidity
has been inducted into, for dealing with a more unstruc-
tured and organic environment. There are also cases
when the organisations and the environment co-
evolve —the organisations impact the environment sig-
nificantly and vice versa. This co-evolution cannot be
explained by the lifecycle concept that looks at or-
ganisations and other systems as different from the en-
vironment. Given this dichotomy, we are saddled with a
framework that analyzes the environment's impact on
the organisation and not the other way round.

What happens to organisations after they “die?"” We
do not subscribe to the idea of organisational immor-
tality, but then we see there are organisations that sur-
vive much longer than others; there are organisations

that manage their decline so well that process of
renewal starts as soon as the organisation reaches the
maturity stage; and there are organisations that con-
sciously “die,” in a process called “creative destruc-
tion." The lifecycle concept is silent on this issue of
organisational renewal. It is not known as to how organ-
isations shift from one “S” curve to another, and how
this renewal process is managed (Mintzberg & Wes-
teley, 1992). It is in this context that the concept of
“ecocycles” is proposed (Hurst & Zimmerman, 1994).

There are organisations that manage
their decline so well that process of
renewal starts as soon as the organisa-
tion reaches the maturity stage.

Ecocycles

The ecocycle can be differentiated from the tradi-
tional conceptualization of lifecycle by the addition of
a backward loop to the “S” shaped curve. Hurst and
Zimmerman (1994) have adapted the curve from ecol-
ogy to organisational sciences as an endless loop.
Figure 2 illustrates the infinity shaped (=) ecocycle
curve. Contrary to the time dimension in the lifecycle
curve, ecocycle curve is conceptualized under dif-
ferent dimensions.

Q.2: Conservation

R

Q.3: Creative Destruction

high | Q.4:Renewal

potential

low Q.1: Exploitation

weak strong
Connectedness

Fig. 2. Organisational Ecocycles

The vertical axis, potential represents the pos-
sibilities that the system carries. The system's poten-
tial refers to the product of all the possible outcomes
and their respective values. In the organisational con-
text, the potential, if measured in terms of market
criteria, represents the product of all possible market
scenarios (for example, sales) and their respective
probabilities of occurrence. The connectedness
dimension on the horizontal - axis represents the
strength of the networks in the system. It can be
measured in terms of density, hierarchy, and connec-
tivity. In the organisational context, one can concep-
tualize weakly connected systems as ‘“loosely
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connected systems” (Weick, 1976). In such systems,
elements (for example, policies, procedures, people,
rules, etc.) affect each other “suddenly (rather than
continuously), occasionally (rather than constantly),
indirectly (rather than directly), and eventually (rather
than immediately)” (Orton & Weick, 1990). Hence, in
a strongly connected system, the -relationships among
the elements are continuous, constant, direct, and im-
mediate. The networks are rigidly established and
there is very little scope for deviation.

In a strongly connected system, the
relationships among the elements are
continuous,
immediate.

constant, direct, and

Considering two levels each for the two dimensions,
we get a 2 x 2 matrix. The four quadrants are numbered
1 through 4 in the sequence that organisations follow
over time. The systems (organisations) move from the
initial position in quadrant 1, which is characterized by
low potential and weak connectedness, to the qguadrant
2 (high potential and strong connectedness). This is the
phase concerning the lifecycle concept. The system’s
“death” is represented by the gradual loss of potential,
whereas the system remains strongly connected. What
was once seen as desirable in the form of achieving
strong connectedness (may be, to deal with a hostile
and volatile environment), now becomes a liability on
the system. The system then shifts from quadrant 2 to
quadrant 3. It is after this, that the ecocycle concept can
be used to describe the renewal of organisations. As the
potential of the system fails, the system elements also
gradually disintegrate into weak, unrelated components.
The system components carry in them fragments of the
total system’s potential in the form of “Mind stock.” The
system moves from quadrant 3 to .quadrant 4 of the
ecocycle in the renewal phase. In the fourth quadrant,
these fragments reform “... into a new, high potential
configuration, that of a large weakly connected
network” (Hurst & Zimmerman, 1994). Thus, the sys-
tems move dynamically back and forth different poten-
tials and extreme conditions of connectedness. This
conceptualization can be used effectively to study sys-
tems at different levels of aggregation (brands,
products, organisations, societies, etc.).

To analyse each of the quadrants separately, boxes
1 and 2 are used which respectively describe the con-
cept of “succession” and “root stock” as related to
forestry ecosystems, to enable us understand the
ecocycle conceptualization.

Box 1: Succession

The forest ecosystem is characterized by its ability to regenerate
itself (unlike any other ecosystem) through what is called the
process of “succession.” It refers to the gradual change in the
composition of the forest ecosystem as external forces act on the
system. The system is forced to forego certain species while a
new mix of species is included. This change happens gradually
over time and at the end, a species mix that is best adaptive to
the prevailing environmental conditions emerges. Khanna (1977)
lists the basic features of succession:
« There is continual change in the vegetation as a resuit of
interaction of plant community and the habitat factors (en-
vironment)

« The succession is inherently and inevitably progressive and
the end-product is the climax; and

« The succession is the progressive development of vegeta-
tion on the same site in course of time.

The final species composition is called “Climax.” It is the cul-
mination stage in plant succession for a given environment.
Climax conditions can be edaphic (soil conditions), climatic,
hydrological, or ecological, depending on the nature and force of
environmental change.

Box 2: Rootstock

In the forest systems, succession takes place with the help of
what is known as “root stock.” Even when the super terranean
structure of the forest ecosystem is destroyed due to environ-
mental pressures, the sub terranean system is preserved in the
form of living root systems. These root systems have the poten-
tial to regenerate themselves into appropriate phyto systems
given the right environmental conditions. As soon as the environ-
mental conditions improve, the system starts renewing itself. The
renewal can be traced in three stages. First is the removal of the
allogenic factor (adverse environmental factor) that was respon-
sible for the retrogression (destruction) of the system. Once the
inhibiting factor is removed, the system is initially occupied by
the first set of species called “colonizing species,” depending on
the speed and extent of change. These colonizing -species then
slowly increase the soil fertility and moisture by covering the
land, and with the help of their nutrient cycles. Soon, other
species, whose root systems were so far dormant in the sub
terranean system, sprout and increase the variety in the forest.
Slowly, the species mix that is best fitted to the habitat is
selected by the environment and the system reaches the climax.

Quadrant 1: Exploitation

In this stage, the system is establishing itself in
the environment. There is a lot of “space” and
“resources” available for the system to grow and sta-
bilize. There are relatively fewer number of trees and
species in the forest, and the competition is low or
virtually non-existent. Forests in this stage are typical-
ly growing out of grasslands. The odd trees that
adorn these wild open spaces are expanding, new
trees are growing above the grass cover, and the ex-
pansion is lateral. New trees spring up in areas where
there is no tree cover, and the soil is deep. The forest
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grows by the number and variety of trees that spring
up in that locality.

Organisations experience this phase typically in the
early years of the industry evolution. The industry is
evolving, either because of a new innovation or a new
product-market scope has evolved. In this case, the in-
novator or the first few entrants have the market for
themselves and they exploit the market completely. The
phase is marked by considerable investment in expand-
ing operations through standardization (of both
products and operations). Typically, “operations” is the
main emphasis and “R&D"” is aimed at improving opera-
tional efficiency. Competition is low, and only among a
few players. Even then, the demand far surpasses the
supply, and firms feel little threat from competition. In-
vestments in capacity building and enhancing capacity
utilization are the critical success factors in this phase.

Quadrant 2: Conservation

As the system grows, the number of species and
trees increases due to the emergence of a favourable
environment. The optimum conditions for the growth of
a certain species foster their growth and hence they
spread vigorously. New organisations come into exist-
ence in response to the lure of fast and quick profits.
The demand is well defined and the market is growing.
In the case of the forest, competition for light, air, water,
and other nutrients increases, and the system becomes
“crowded.” In this case, efficiency becomes the key,
and the fastest growing species/trees survive and be-
come hardy.

With the entry of large number of new organisa-
tions, the competition for organisational resources in-
creases similarly. A dominant design emerges in the
industry, when one finds all the firms in the industry
adopting similar forms of organising, undifferentiated
products, and similar practices. “Industry standards”
emerge in this phase, and these standards drive the
market. The focus thus shifts from capacity expansion
to increasing efficiency of operations. The expansion is
therefore based on building complementary assets like
establishing efficient distribution systems, training man-
power, brand building, etc. (Teece, 1986).

With the entry of large number of new
organisations, “Industry standards”
emerge and drive the market. The focus
thus shifts from capacity expansion to
increasing efficiency of operations.

This shift has been characterized in strategic
management literature as a shift from strategic to tacti-
cal decisions (Chandler, 1962). Strategic decisions deal
with long-term allocation of existing resources and the
development of new resources to assure continuous
health and future growth. Tactical decisions are involved
in ensuring efficient and steady use of current resources
whose allocation has already been decided. These two
types of decisions can be compared to the r-selection
and K-selection environments and systems in ecosys-
tem literature (Hurst & Zimmerman, 1994). The r-selec-
tion environments favour systems that grow and
accumulate as much resources as possible. The K-
selection environments, on the other hand, force the
systems to consolidate their niche in the environment,
and adapt/react to threats from competition. Table 1
describes and differentiates the two environments.

Table 1: r-selection and K-selection Environments

Type r-selection K-selection
Climate Variable, unpredictable Fairly constant,
and uncertain predictable and more
certain
Population Variable in time, below Constant in time, at or
the carrying capacity near the carrying
of the system capacity of the system
Competition Variable, often lax Usually keen
Selection . Rapid development,  Slower development,
favours many trials, small sizes fewer trials, large sizes
Locus of control Bottom up Top down
Economy Immediate return Delayed return

This transition from r-selection to K-selection is the
crucial phase for both forests and organisations.
Species that are unable to adapt to the emergent micro-
climate perish and give way to dominant species that
are best suited for the locale. Similarly, in the case of
organisations, this marks the exit of all “fly-by-night”
operators, who enter the market to make the fast buck.
Consumers become more quality conscious: market
leaders emerge and rule the product-market with their
superior organising skills, access to information, and
marketing efforts. Product differentiation and value
added services become the key success factors in the
long run. As the market matures, the space is filled with
a few large players, who are satisfying their respective
niche markets. In the process of institutionalizing their
success and pursuing efficiency, organisations sacrifice
flexibility and resilience, and hence become more vul-
nerable to environmental threats. For example, or-
ganisations pursue a path of “super specialization” in
their efforts at product differentiation, and confine their
products/operations to a small niche market. This kind
of specialization renders them prey to the slightest of

Productivity e Vol. 41, No. 1, April~June, 2000

79




variability in the market. In an effort to make themselves
more stable and protect themselves from shocks, they
have created hyperstable systems, that are actually brit-
tle and vulnerable. The organisation has by then in-
vested in a variety of sunk assets, and organisational
learning is streamlined to the extent of blinding the
members to the changes in the environment. The case
of Facit, AB is a case in point to illustrate “organisational
blindness” (See Box 3). An internal “shock treatment,”
akin to the idea of “forest fire” has proved to be very
effective in dealing with this blindness.

Organisations pursue a path of “super
specialization” and confine their pro-
ducts/operations to a small niche

market. This renders them prey to the
slightest of variability in the market.

Box 3: Facit, AB

Facit is a manufacturer of calculators in Europe. It was faced with
the problem of declining sales of mechanical calculators, due to
intense competition from electronic calculators. The organisation
was blinded for considerable period of time and the strategy was
focused at increasing the sales of mechanical calculators. The
marketing pitch was to hig"light the physical sturdiness of their
mechanical calculators as compared to electronic calculators. All
this despite the fact that a superior design of an electronic cal-
culator existed within the firm, but it took a major change in the
top management composition for the design to get noticed, ap-
preciated, and commercialized. This inertia was broken by an
overall change in the organisational leadership (Starbuck, 1983).

Quadrant 3: Creative Destruction

This phase is called creative destruction because the
system is not completely destroyed, but it is destroyed
to the extent that it can be renewed. Like the forest that
gets proliferated by the dominant species, selecting out
all other species, the “fittest”” organisations survive. These
homogenous systems are extremely vulnerable to the
smallest of changes in the environment, as in their growth
phase, they have made a virtue of their stability and
inflexibility. Such a forest ecosystem will be highly vul-
nerable to pest attacks, fire, and other natural calamities.
All that is needed to bare the forest floor is a single pest.
The system is completely destroyed and only the species
that can survive these extreme conditions are retained.
Even these species remain dormant for a long time, till
the conditions improve.

Organisations, similarly become vulnerable. The

great depression of the 1930's, the US stock market
crash of October 1987, the Indian stock market scam
are some examples of “Schumpeterian shocks.” These
shocks are analogous to the concept of forest fire. What
is significant in this stage is the speed with which the
system transforms itself from the conservation phase to
creative destruction, as compared to the transformation
from exploitation to conservation. Two questions then
arise: Is this creative destruction necessary, at all? And
if so, how can organisations come out of this, and
proceed to the next phase?

The motive of a well managed creative destruction
is to control the process of breaking the inflexibilities
and rigidities in the system. The impact of these
“destruction” activities could be minimized through
relocation programmes, education, and maximum invol-
vement. The organisation needs a new lease of life as it
moves over to new and unexplored product-market
groups, introduces new and differently trained person-
nel, or adopts innovative work practices like tele-com-
muting.

Many a time, the organisation is forced to review its
raison d’étre—the meaning of its existence. The or-
ganisational transformation that follows, might even
change the core business itself. The organisation might
need a host of new skills, technology, systems and even
new management styles to suit the transformation. This
change takes place as the organisation moves on the
backward loop of the organisational ecocycle.

In this phase, organisations disintegrate into small
units or components that have entirely different skills. The
organisation becomes weakly connected as the systems
and structures that were consciously built in the transition
to, and in conservation phase become redundant. What
was once looked as necessary for strength and stability
becomes a burden on the organisation. These kinds of
systems have been variedly called as “loosely coupled
systems,” “dissipative structures,” “far-from-equilibrium
systems,” “non-linear dynamics,” or “butterfly effects”
(Hurst & Zimmerman, 1994). Being loosely connected
and un-coordinated, the system potential is considerably
lowered. What is required is the generation of the right
kind of environment to facilitate renewal.

Quadrant 4: Renewal

In this phase, the system is broken down, and con-
tains small, individual, disjoint components, each of them
with very high potential. There exists no coordination
between these components, and collective action is lack-
ing. The forest ecosystem is characterized by the ex-
posure of forest floor to the vagaries of nature. A good
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monsoon season might cover the place with grass, and
hence facilitate the generation of soil resources suitable
for all kinds of species. As the dominant, upper crown
trees are destroyed, solar energy and other critical resour-
ces required are available freely. But, the resources that
were freed by the death of the dominant species are
widely scattered and given the existence of the forest
“root stock,” the system has high potential.

As with forests, organisations that enter this phase
are un- identifiable, because, there are only “memories”
of the system, and no components exist in their original
form. The trees have died and become humus; the or-
ganisation has broken down into different individual and
loosely connected networks. What is left of the or-
ganisation is just the learning that the organisation ex-
perienced in its exploitation and conservation phases.
The members carry in them these learnings, and they
become pioneers when these learnings are applied to
the formation of new organisations. What is carried from
the creative destruction phase to renewal is what we call
“mind stock.”

It is when the organisation tackles a new environ-
ment, with the help of new structures and systems, that
renewal takes place. Visionary leadership and a strong
corporate culture is a pre-requisite in fostering this
change process. Networking and harnessing skills and
potential scattered within the system is the foremost
task in this phase. The case of Nike in its early days
(1930’s) explains how a weakly connected system
which hardly had any properties of a formal organisa-
tion, evolved into an organisation (Hurst & Zimmerman,
1994). It is this phase that is most interesting in the
study of organisations, and the ecocycle framework at-
tempts to describe.

Mind Stock

As compared to root stock in the case of forest
ecosystems, one can visualize “mind stock™ in or-
ganisational systems. This mind stock carries the or-
ganisation from one life cycle to another. The root
stock in forestry refers to the inherent, sub-terranean
root system that lies dormant within the surface, which,
given the right mix of nutrients, and provided with the
right micro-climate, would generate and seek to estab-
lish itself. This process of natural regeneration can be
thought about in organisations, as when the learning
imbibed in its members is brought forward to use in
turning around a dead/dying organisation. What is the
nature and composition of this “mind stock?”

The mind stock comprises more of intangible
resources than physical and material resources. A form

of tacit knowledge system is developed in the organisa-
tion during the course of its existence. The hardware
(assets) and the software (processes) of the organisa-
tion might have been dissolved, but the human beings
in the system, with their individual and group learning
(along with their specific skills) remain dormant. It is this
learning, that one has to identify, and harness for taking
the organisation through the renewal phase.

How does one discover, identify, and operationalize
this mind stock? Similar to managing innovations in or-
ganisation, the change process could be designed to
facilitate sharing of this knowledge and experience
among other members. A variety of approaches (focus-
ing on either organisational structure, strategy, and
processes) have been documented for fostering innova-
tion and binding individual learning to create organisa-
tional level knowledge (Spender & Kessler, 1995). Based
on Thompson (1967), they propose “nesting” an or-
ganic system within the largely mechanistic technical
core of the organisation. This process of fostering in-
novation and creativity in the organisation should be
institutionalized when the organisation is in the conser-
vation phase itself. At that stage, the organisation will be
able to identify alternatives for creatively destroying it-
self and building capabilities for enriching and
documenting its mind stock. In doing so, the organisa-
tion instills a sense of involvement in its members by
providing them freedom and responsibility as well as
enhancing their individual skills. Creative management
of dissent and conflict can also help in good mind stock
creation and management.

Process of fostering innovation and
creativity should be institutionalized

when the organisation is in the conser-
vation phase itself.

Conclusions & Implications

Before we discuss the implications of this model
for management practice, let us recapitulate the
model.

e The shift along the ecocycle is continuous, al-
though in varying degrees of pace and stability.
The change from exploitation to conservation
phase is smooth, whereas the shift from conser-
vation to creative destruction phase is sudden.
The system seems to be stable in the conserva-
tion phase, and highly volatile in the creative
destruction phase.
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e Renewal of the organisation necessarily means
that the system has to undergo the process of
destruction. The degree of control the organisa-
tion has on the destruction pro-cess, can vary
and determine the success of the renewal
process.

e The dimensions are non-traditional—the con-
cepts of potential and connectedness em-
phasize the complexity of organisations. It is
important to understand that organisations exist
in different forms in the four phases of the
ecocycle (and hence we cannot actually trace
the organisation around the infinity loop).

o Self-organising processes are critical in the
process of renewal. The concepts of succes-
sion and selection in organisations need to be
emphasized. As the environments change, they
select entirely newer forms of organisations that
are fundamentally very different from the
beginning.

The main implications of the ecocycle concept center
around the backward loop. The idea of creative destruc-
tion might be disturbing for the practicing manager. Espe-
cially, for somebody withinthe system, it can be extremely
difficult to accept such drastic changes in the environment
and the organisation. Only for somebody one level above
the creative destruction activity or somebody outside the
system, it seems to be creative. The catastrophic changes
in organisations leave the organisation members with
feelings of fear and uncertainty, and loss of control.

The second major implication is the inevitability of
organisational decline. Even though decline is in-
evitable, the process can be prolonged. One can opt for
a sequence of partial destructions and renewals by
managing the destruction process well. Hurst and Zim-
merman (1994) suggest the adoption of what is known
as “firebreaks” —clearings in the forest floor that act as
deterrents for the spread of fire —In organisations. These
attempts at compartmentalization should be carefully
done in such a manner that the organisation does not
lose its identity.

Another significant implication concerns the vision
about the newly renewed organisation. Although having
a vision about the future might be beneficial in most
cases, this is likely to be detrimental to organisational
renewal. In so much as the organisational vision is
derived out of organisational learning, what is success-
ful today has significantly contributed to the inertia the
organisation is wishing to cope up with.

"It is also important to note that the new organisation
is expected to require different sets of knowledge, skills,

and attitudes in the members. What was painstakingly
built as a specialization in the exploitation and conserva-
tion phases now becomes a liability on the system and
deserves a serious relook. Similarly, all other elements of
successful organisation contribute to organisational iner-
tia—the compensation system, the information system,
hierarchies and rules, etc. For the organisation to be
successfully renewed, it needs to undergo preemptive
crises in all spheres of successful operations. “One can’t
stop the forest from having fires, but one can mitigate
their destructive effects by keeping the fires small and
perhaps even starting some fires to create firebreaks. It
is for this reason that renewal demands constructive
damage to status quo” (Hurst & Zimmerman, 1994).

Renewal demands constructive damage
to status quo.

The management of this crisis is another important
factor in determining the nature and success of renewal.
The existence of a strong leadership is in itself a liability
on the organisation’s efforts at creative destruction and
renewal. In most cases, there is no visionary leadership
to lead the organisation from creative destruction
through the renewal phase. In such situations, what is
important is to create the right “environment” to foster
the “activation” of mind stock in organisations. Chan-
ges in structure, strategies, processes, or all of them
can create these conditions.
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Promoters turn to venture capital financing when
conventional means of funding are not available and it is
not possible in the routine course to procure funds to
meet the requirement of equity capital for a con-
templated project which has been the result of some
innovative ideas. The main reasons for limited
availability of funds for innovations, as highlighted by
studies, (Mansfield, 1995; Naffziger, et al., 1994; Bock-
halt, 1995) are primarily imperfections in the financial
system, specifically asymmetry of information, adverse
selection and agency problems. Given the unique na-
ture of innovation financing, chances of success are
reasonably on higher side. Obviously, expected rewards
must also be on the higher side to induce the investor to
enter into the market.

Venture capital is the response of market forces to
fill the void between sources of funds for innovations
and traditional lower cost sources of capital available to
ongoing projects. The venture capital industry is re-
quired to provide a sufficient return on capital to attract
private equity funds, attractive returns to its own par-
ticipants and sufficient upside potential to entrepreneurs
to attract high quality ideas that will generate high
return. In other words, it is a challenge to earn a consist-
ently superior return on investment in an inherently risky
business of innovations financing. The findings of
studies already made in this field establish venture capi-
tal as a highly successful experiment in making the
functioning of free play of market forces possible,
despite odds like market imperfections.

What is Venture Capital?

Venture capital is the early stage financing of new
and young enterprises seeking to grow fast. According
to Pratt (1985), “there is a possible misconception that
high technology is the principal driving factor behind the
investment decisions of Venture Capitalists; in reality,
only a small minority of venture capital investments are
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in new concept of technology where potential technical
problems add significant amount of risk to the new busi-
ness development”. There is, however, no doubt that
young, high-tech companies look to the venture
capitalists for making risky capital available to them. In
broad terms, venture capital is the investment of long-
term equity finance where the venture capitalist earns
his return primarily in the form of capital gain. The un-
derlying assumption is that the entrepreneur and the
venture capitalist would act as ‘partners’. The true ven-
ture capitalist does not remain confined to high technol-
ogy—rather any risky idea could be financed by the
venture capitalist. The main attributes of venture capital
financing may be summarised as follows: (Lorenz-l,
1985).

Venture capital is the early stage financ-
ing of new and young enterprises seek-
ing to grow fast.

Equity participation: Venture financing is equity par-
ticipation through direct purchase of shares or instru-
ments convertible into shares in future. The objective
may be to keep the management under influence and to
force it to perform in the best interests of the project so
financed.

Long-Term Investment: Venture financing is a long-
term investment not repayable on immediate demand.
Long term financing is the commitment by the venture
capitalist, which signals to the entrepreneur that the
venture capitalist, is equally committed and hopeful for
the better future of the project so financed.

Participation in Management: The venture capitalist
generally follows “nands off and eyes on” policies, which
protect and enhance the value of investment. Basically,
the venture capitalist believes in the philosophy of the
management of risk. More than finance, the venture
capitalist gives his marketing, technology, planning and
management skills to the entrepreneur.

Stages in Venturing Financing: A distinctand peculiar
practice adopted by venture capitalists is stage financing.
Early stage financing, developmental stage financing and
expansion stage financing generally coincide with impor-
tant milestones in the life of a project. Through stage
financing, the venture capitalist minimizes his risk.

Evolution of Venture Capital Financing in India

The concept of venture capital as an industry was

born in US.A. The surge of enthusiasm for venture
capital gathered pace during late sixties. It has been
developing spectacularly world wide since the second
half of the seventies. Venture capitalists have been
catalytic in bringing forth technological innovations in
the U.S.A. Companies like Federal Express, Intel, Sun-
Micro-System, Micro-Soft, and Apple computers have
been backed by venture capitalists. Little wonder that
in the year 1997, venture capitalists invested a record
$11.4 bn in 1848 companies. United Kingdom occupies
the second place as far as the venture capital industry
is concerned. In the UK, there are more than 16500
companies, which have got venture capital financing
since 1983. As per the survey carried out by the British
Venture Capital Association and Coopers and Lybrands
over a period of four years from 1990-91 to 1994-95,
on an average venture financing companies’ sales rose
by 34 percent per annum or five times faster than in
case of FT-SE 100 companies, export grew by 29 per-
cent, investment increased by 28 percent and 88 per-
cent companies benefited from their venture capital
financiers who provided more than just money. The
findings also revealed that 90 percent companies have
grown less rapidly without venture capital financing.

The government of India, vide its fiscal budget for
1987-88, for first time mooted the concept of venture
capital in the country, when a cess of upto 5 percent
was introduced on all technology import payments.
Funds so available were to provide, interalia, venture
capital financing to projects.

Subsequently in Nov.1988, according to the first set
of guidelines, venture capitalists who operated within
the framework of these guidelines were given conces-
sional tax treatment. On the repeated requests of ven-
ture capitalists and experts, SEBI issued new guidelines
on 4th Dec. 1996. These guidelines relaxed the eligibility
conditions considerably for the purpose of tax conces-
sions to the venture capitalists. Now venture capitalists
have the freedom of making investment in enterprises
which are neither technology based nor promoted by
new generation entrepreneurs, having professional and
technical backgrounds. The new guidelines simply men-
tion that investment in unlisted companies and financial-
ly weak listed companies would be treated as venture
capital investment for preferential tax purpose. With the
announcement of new guidelines and liberalization of
the economy, the venture capital activity has picked up
momentum in India.

Thanks largely to Infosys Technologies and the In-
dian brains ruling Silicon Valley, Venture capitalism has
taken off in India (R.A. Thakur & M. Senapati, 1999).
Eleven venture capital funds registered with SEBI in
1999 as against only 8 in 1998 confirming that the evolu-
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tion of venture capital finance has reached its develop-
ing stage in India during recent years.

Major Trends

There has been an increase in the pool of funds
available for venture capital activity to Rs.2988.4 Cr. in
1999 from Rs. 2559.4 Cr. in 1997. Investment has gone
up to Rs. 1256 Cr. in 758 projects, from Rs. 1006 Cr. in
691 projects in 1997. Average investment per project
has increased to Rs. 1.725 Cr. in 1998 fromn 1.447 Cr. in
1997. There has been an average increase of almost 20
percent in project size from 1997 to 1998 (IVCA—Ven-
ture Activity Report, 1998).

An important factor behind the sudden surge in in-
flow of funds into venture capital industry is the growing
interest shown by foreign institutional investors in the
past three years. Prior to 1997, it was All India Financial
Institutions who contributed the most to the pool of
funds available for venture capital financing. In 1998,
Foreign Institutional Investors and All India Financial In-
stitutions contributed Rs. 1517.8 Cr. and Rs. 772.7 Cr.
respectively to make funds available for venture capital
financing, in 1997, they contributed Rs. 1342.6 Cr. and
Rs. 625.3 Cr. respectively as against Rs. 549.8 Cr. and
Rs. 468.2 Cr. in 1996. (IVCA Venture Activity Report,
1998).

Investment convertible into equity remains the
preferred route of investment by the venture capitalists.
In 1998, equity shares accounted for 64.26 percent
against 66.3 percent in 1995; convertible debt ac-
counted for another 19.75 percent in 1998 against 20
percent in 1995; and preferences shares contribution
went upto 7.6 percent in 1998 against 1.4 percent in
1995. This pattern proves that financial engineering in
India has a long way to go as in developed countries,
the complex financial engineering of preference shares
and convertible debt instruments occupies the pride of
place.

Financial engineering in India has a
long way to go as in developed

countries, preference shares and con-
vertible debt instruments occupy the
pride of place.

Almost all players in venture capital industry have
been making investment in all stages of financing. In the
countries of the west, notably USA, venture capital in-
dustry is quite advanced and venture capitalists operate

in specific areas. While some invest in seed stage
projects, a few invest in later stage or expansion stage
projects. This is, perhaps advantageous to both the ven-
ture capitalists as well as to the project-implementing
firm. The venture capitalists have a ready exit and
entrance route respectively and the unit benefits from
the expertise of these venture capitalists in their respec-
tive areas of operation.

The venture capital industry in India being in its
growing phase at present, such specifications are not
existent so far. Information is available to support this
argument. In 1998, out of the total venture capital invest-
ment, 41 per cent went into start-ups, down from 45
percent in 1995; the percentage share of seed stage
also came down to 5 per cent in 1998 from 15 percent
in 1995; the percentage share of other early stages in-
creased to 17.6 per cent in 1998 from 10 percent in
1995; and later stage financing also gained significantly
going upto 35 per cent in 1998 from 29 percent in 1995.
The average amount of investment per project also
makes an interesting study. It is Rs. 80.4 lacs per project
in the seed stage and Rs. 92.1 lacs per project in the
turn around stage. Further, it is Rs. 145.1 lacs per
project, in the start-up stage, Rs. 187.2 lacs per project
in the other early stages and Rs. 269.8 lacs per project
in the later stage. It reveals that the average investment
per project is the maximum in the later stage and mini-
mum in seed stage. The trends are as expected in a
developing market like India where the later stage
projects generally require larger amount of finance while
carrying comparatively lower risk. Such stages are
bound to be popular among the venture capitalists. As
and when the industry develops further and the com-
petition for profitable ideas becomes more intense, it is
expected that the interest of venture capitalists may
favour the financing of seed capital and start-up stages
also.

In 1998, the total of investments in computer
software and hardware put together exceeds invest-
ments in industrial products and machinery. In the
years 1993-96 for which data is available, the total in-
vestment in industrial products and machinery ex-
ceeded that in the computer industry. However, there is
clear indication from Table 1 that recently investment in
Information Technology Industry, as a whole, is attract-
ing higher attention compared to other industries. This
is also logical in keeping with global trends.

Growing Popularity of Venture Capital

The venture capital industry started in the 1940s in
the United States of America, it picked up momentum
there in the 1970s and 1980s. The amendment to the
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Table 1: Venture Capital Investment In Different Industries, (Rs. in Crore)

Industry 1998 1996 1995 1994 1993

Rs. No. Rs. No. Rs. No. Rs. No. Rs. No.
Industrial Products 295.7 219 195.6 184 163.48 169 143.6 159 85.4 115
& Machinery
Computer Software  250.9 100 48.1 58 40.5 a3 26.2 3s 12.7 22
& Service
Consumer related 138.1 52 91.4 51 57.3 48 447 37 30.7 31
Medical 81.7 47 443 39 406 40 33.12 38 28.7 37
Computer Hardware  73.5 30 258 28 18.4 24 16.7 20 16.4 29
& Systems
Food & Food 71.9 50 52.4 51 47.2 48 336 38 23.5
Processing
Tele & Data 47.2 18 21.2 13 18.4 12 15.9 14 126 13
Communication
Bio-Technology 449 27 323 28 25.8 24 14.3 19 11.9 16
Other Electronics 426 40 339 40 30.4 38 29.2 35 28.3 48
Energy Related 23.0 18 209 18 13.04 16 9.9 14 9.8 16
Others 186.5 127 107.0 112 1176 128 58.7 76 57.3 72
Total 1256 728 672.9 622 572.5 602 425.8 488 317.8 428

(No. number of Projects)
Source: Diffeiant issues of IVCA—Venture Activity Report.

Employee Retirement Income Security Act in 1979,
when the ‘prudentman’ rule governing pension funds
investments was amended, the limitation of limit to in-
vest sufficient amounts in venture capital was over-
come. This increased the percentage share of
contribution by pension funds to venture capital industry
from 15 per cent in 1978 to more than 50 per cent
presently. The remaining 50 per cent comes from en-
dowments, foundations, insurance companies, banks,
individuals and other entities. In USA, a major portion of
the venture capital funds goes to information technol-
ogy sector. In 1997, out of the total investment of $11.7
bn by venture capitalists, 7.1 bn were for information
technology, 2.6 bn for health care and 1.7 bn for the
retail and consumer industry.

The story in India is, however, a little different. Un-
like USA, Information Technology could not attract top
priority till recently. But over the last two years, things
have changed substantially. The logic behind this
highly expected change in favour of information tech-
nology vis-a-vis venture capital is the dramatic
publicity received by the Indians in the Silicon Valley
in USA, the Mecca of high-tech innovations and
motherland of venture capital. Recently a survey con-
ducted by, 'The Washington Post’ revealed that out of
the 500 fastest growing US companies, more than
200 are promoted by Indians and most of these com-
panies are in Information Technology sector backed
by venture capital industry. The significant point to

note in this connection is that the foreign institutional
investors and venture capital firms who supported
Indians in USA are now coming to India and it is ex-
pected that these investors and firms have great
potential to deliver the goods in India.

Not only this, a number of successful managers like
Ashok Soota of Wipro Infotech and Jerry Rao of Citi
Bank are turning to entrepreneurship with the active
support of venture capital industry. Venture capitalists
love backing successful professionals having vast ex-
perience and clear vision to their credit. Successful cor-
porate managers starting their own venture gives an
emerging signal to the venture capital market's future
and growth because their chances of success seem fair-
ly bright. It gives a new upward thrust to the venture
capital industry.

Information technology is not the only sector that is
getting the attention of venture capitalists; there are
other sectors as well which include entertainment, retail-
ing, bio-technology, energy, medical, communication
and pharma as exhibited by Table 1. There is a strong
bias toward knowledge driven industries —recent trends
give fair evidences in this connection.

“Among those who are aware of venture capitalists
and their importance in catalysing growths are both
government and policy makers”, (Joshi, 1998). The
response of policy makers, to issues relating to venture
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capital has throughout been confused. In the seventies
and eighties, government policy makers committed a
mistake in terms of defining venture capital financing as
simply the commercialization of unproven technology
and confining it to the first generation entrepreneur.
Though after the new guidelines issued by SEBI in Dec.,
1996, the restrictions for eligibility for concessional tax
treatment have been relaxed to a large extent, still a
number of issues remain unresolved. Some underlying
amendments in existing laws are needed without any
further delay for enabling government, financial institu-
tions and commercial banks to create an environment,
which may give further impetus to the growth of venture
capital financing in a big market like India. These
amendments are broadly classified into three categories
viz, Fiscal, Monetary and legal measures.

Fiscal Measures

There are a number of issues pertaining to the fis-
cal policy of the government regarding venture
capitalism. Most important is the unfavourable tax
treatment extended to the venture capital sector. The
present tax structure is levied at three stages i.e. at
the level of recipient venture , then at the level of ven-
ture capital fund and finally in the hands of con-
tributors. For this purpose, the relief under section 2
(22) 80L and 80M should be further liberalized (Mish-
ra, 1998). Deduction under section 80CC, which was
abolished in 1992-93, needs to be given a fresh look
to strengthen the venture capital industry. Such
benefits should be extended both to the public and
private companies engaged in this sector. Recurring
returns in the form of dividend and interest is subject
to tax u/s 193 and 194 of the Income Tax Act, 1961.
Exempting the dividend, interest and royalty income
received by venture capital funds from tax or taxing
them at a concessional rate, may encourage more
resources toward venture capital in future. The losses
of venture capital companies should be allowed to be
set off against the profit of operations in venture capi-
tal funds. Moreover, the provision of section 115J
should be further relaxed in case of venture com-
panies. The benefit of capital gain under section 48 of
the Income Tax Act also requires more favourable
treatment to venture capital. Samuelson (1997), a
great economist, has concluded that the success of
Silicon Valley in USA lies mostly in the post-Reagan
cuts in capital gains tax and favourable tax treatments
as these measures helped in creating a conductive
environment for the growth of venture capital sector.
The same environment, in terms of fiscal policy,
needs to be created in a country like India where
venture capital sector has fairly good scope to grow
in the times to come.

Monetary Measures

The Reserve Bank of India is the apex institution in
the country for dealing with the monetary policy of India.
RBI issues guidelines from time to time for monitoring
and regulating the functioning of all financial institutions
including venture capital funds and commercial banks.
At present, the attitude of RBI is not liberal and financial
institutions do not have much liberty to work. However,
in its latest monetary policy, RBI has started signaling
some sort of autonomy to financial institutions but this
process has a long way to go till an environment of
competition and quality service may be created. It may
directly help the growth and development of venture
capital sector. The Ministry of Finance, Govt. of India,
should also come out openly in support of venture capi-
tal by way of certain changes in terms of notifications for
the better future of venture capital in India.

Legal Measures

There is also disharmony in the existing guidelines
for venture capital industry. Venture capital firms are
under the governance of three authorities, viz, CBDT,
SEBI and RBI. Unfortunately, all the three institutions
have been functioning in isolation, creating complex
and contradictory norms to the players of this sector.
Therefore, uniformity has to be ensured in this connec-
tion, which is also an essential principle of efficient and
effective management in any organisation. A com-
prehensive revision of all these guidelines should be
made without any further delay. Besides, some chan-
ges are required to be made in the existing company
law so that a number of restrictive provisions may be
swept away. Security Contract (Regulations) Act, 1956
has also to look afresh at venture capital companies for
providing a conducive environment to this sector. In
toto, a complete legal harmony is urgently required.

Future of Venture Capital in India

The recent past is encouraging for the venture
capital industry. Indians have been known for better
planning and idea creation and now the time has come
in terms of venture capital sector where such ideas and
plans are sine-qua-non. Even in USA, Indians have
been doing great and have given enough indications
that there is a vast pool of untapped talent which
needs to be exploited. Therefore, despite the number
of anomalies and restrictions in the present venture
capital environment, the sector is surging ahead and it
is beyond doubt that sky would be the only limit to this
sector if the yardsticks are properly dealt with by the
government of India.
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“Productivity is a measure, not reality, says Gerald Nadler, Professor
and Chairman of the Industrial and Systems Engineering Department,
University of Southern California. Productivity is only a description of
the current state of affairs and the past efforts of people. We might
say that quality control, too, is a measure and not reality. Then what
is the reality and what has to be done? The answer to this question
is that the efforts put in to improve both Productivity and Quality are
the reality. The key words are efforts and improve.”

“A Company will get nowhere if all of the thinking is left to manage-
ment. Everybody in the company must contribute...... We insist that all
of our employees contribute their minds. Today we get an average of
eight suggestions a year from each of our employees, most of the
suggestions have to do with making their own jobs easier or their
work more reliable or a process more efficient.”

- Masaki Imai

-~ Akio Morita

L
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Feature

Framework for TQM Performance

Measurement System

Ayoob A. Wali, S.G. Deshmukh & A.D. Gupta

Total Quality Management (TQM) is an organisation
wide philosophy implemented in order to gain competi-
tive advantage in today’'s dynamic markets. TQM helps
in achieving the primary goal of enhancing productivity
and reducing costs. A system of performance measure-
ment is to be developed commensurate with the objec-
tives of TQM. A systematic approach is needed to
synchronize an organisation’s activities in relation to its
objectives. Integrated Performance Measurement sys-
tem provides a basis for monitoring such organisational
performance. The present research work analyses the
Critical Success Factors (CSFs) for supporting Perfor-
mance Metrics and develops an empirical framework
for performance measurement in a TQM environment.

Ayoob A. Wali, S.G. Deshmukh & A.D. Gupta are with Mechanical
Engineering Department, Indian Institute of Technology, Hauz Khas,
New Delhi-110 016.

Driven by globalization and liberalisation of
economies, much of the world is passing into a new phase
of social and economic development. The next few years
will see the completion of a transition already underway
since the 1990's driven by the quality revolution. It is
apparent that harnessing the benefits of quality manage-
ment has become paramount for the survival of an enter-
prise. As the process of globalization spreads leading to
increasing need for competitiveness, management of
quality assumes greater significance. Today quality is no
more a winning criterion in the global market place but
it has become a qualifying criterion. Indian companies
have to prepare themselves to take up the challenge of
competing inthe global Marketplace. The practice of TQM
acts as a catalyst for taking up this challenge.

Total Quality Management

Total Quality Management (TQM) is an integrative
philosophy of management for continuously improving
the quality of products and processes to achieve cus-
tomer satisfaction. It is based on the premise that an
organisation must build quality into its products and
processes, and that everyone in the organisation has a
responsibility in this effort. The customer is the focus of
all the efforts to improve the product and process
quality. The basic philosophy of TQM can be applied to
any type of organisation; manufacturing or service,
small or large, public or private. TQM is applicable to a
wide range of manufacturing organisations, regardless
of the type of industry: repetitive or customized produc-
tion, high volume or low volume.

The Malcolm Baldrige Award has identified seven
broad dimensions along which any application or-
ganisation must excel (Ahier & Kiran 1995). These are:
leadership, information analysis, strategic quality plan-
ning, human resource management, quality assurance
of product and process, quality results and customer
satisfaction. An organisation must link these dimensions
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in a coherent long-term campaign for continuous im-
provement in the overall business performance reflected
in better market shares, better financial performance,
and better employee satisfaction (Bounds et al., 1994).

The past few years have seen considerable evidence
presented on the importance of products and service
quality for corporate health improvement and survival in
the marketplace. Initially, manufacturing companies at-
tempted to emulate TQM in the hope that the resulting
shop floor efficiencies would solve all existing productivity
problems. The benefits of implementing TQM are: better
quality, continuous improvement, increasing flexibility, en-
hanced profitability/productivity, faster—organisational
learning, safe and healthy communities, better customer
service/greater loyalty, strong organisational economy
and market share improvement.

Even though the benefits are well perceived, it is
necessary that an organisation must have some system
of measuring the performance in a TQM framework, so
that the benefits are quantified, analyzed and made to
motivate and sustain TQM programme.

The practices involved in TQM have developed from
traditional quality control philosophies and practices
first proposed by Shewhart which have diversified since
the 1950s publications of Juran & Gryna (1955) into a
host of fields including supplier management, employee
involvement, team work, leadership, customer focus,
service and strategic planning (Feigenbaum, 1983; Gar-
vin, 1987; Oakland, 1989, Deming, 1986). Although TQM
literature remains based on the personal prescriptions
of a relatively small number of established writers and
practitioners including Deming, Juran, Crosby, and
Ishikawa no consensus on the approach has really
emerged. Compounding this diversification of dis-
ciplines are the variations in practices within different
industries which have often resulted in different inter-
pretations of TQM by any one organisation. At the very
least, this has caused confusion for companies wishing
to develop a method for implementing TQM from the
array of ideas now available (Waldman, 1996).

Although there has been a significant increase in
research into TQM in the last decade (Oakland & Leslie
1996) most studies fail to establish any of the accepted
theories and are based on hard research evidence. One
response to this has been a shift in emphasis within
literature towards a consideration of generalizable
frameworks for understanding TQM (Bossink et al.,
1992). These frameworks have aimed to provide a basis
for diagnostic assessments of organisational TQM prac-
tice for the purpose of directing breakthrough and con-
tinuous improvement action. More significant has been
the development of the Malcolm Baldrige National

-

Quality Award in USA; European Quality Award in
Europe. The aim of these awards is to promote the use
of quality management principles and practices within
industries (Gundogan 1996), either self-assessment or
for applying for the award scheme.

Literature Review

Initially, performance measurement research
focused on measurement problems attributed to tradi-
tional cost accounting systems in manufacturing firms
adopting world-class manufacturing techniques. Kaplan
& David (1983) were among the first to point out the
short comings of traditional cost accounting in today's
dynamic manufacturing environment. In 1989, Finch
and Cox wrote an article which challenged the assump-
tion that inventory was an asset and illustrated how this
assumption misrepresented plant and business perfor-
mance. Also in 1989, Fry and Cox wrote an article on
how traditional cost accounting systems promote local
optimisation of resources within a manufacturing facility.
The authors called for the adoption of global measures
which optimize the performance of the entire business
(Lockamy, A. & Cox 1995). As performance measure-
ment research progressed, researchers began to ex-
plore the relationship between functional and business
unit performance. In recent literature, the majority of
useful evidence is based on case studies (Kristensen et
al., 1992; Bossink et al., 1992). A few papers involve
more generalizable research methodologies (Morrison
& Rahim 1993); and number of research papers attempt
to synthesise established theory into a practical
framework (Bossink et al., 1992; Oakland & Lestie, 1996;
and Saraph et al., 1989).

The literature has also focused on factors which
contribute to success of TQM. Lu, & Sohal, (1993) iden-
tified improvement opportunities in the approaches
adopted by Australian organisations. They also list
some common myths concerning TQM and its im-
plementation in Australia. Factors likely to contribute to
success are:

¢ Identification of the strategic direction of the
business (mission, vision, and policies)

e Determination of customer expectations and
measurement of perceptions (market research,
surveys, and focus groups)

e Definition of strategy for implementation of the
programme (time-frame, resources to provide
leadership, and training)

e Formal structure to control, monitor and main-
tain improvement initiatives (steering commit-
tee, improvement teams)
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e Train the trainer concepts (participants to train
own staff eventually)

e Quality assurance system (ISO 9000, other
standards)

‘e Use of external consultants.

Capon, et al., (1996) provide evidence in their re-
search that measuring and displaying results increase
the chance of success in a TQM programme. They
recommend a set of six monitors based on the Baldrige
award. They carried out a study in one of the industries
of UK by forming different teams and checked the ef-
fects of such monitors. Kasul & Motwani (1995) identify
critical factors supporting performance measurements
of TQM in the manufacturing environment. Their study
which depended only on the review of literature on
quality and world class manufacturing management was
performed for the purpose of clarifying the critical fac-
tors and measures that constitute TQM. The study by
Sink, (1991) shows that the performance of an organisa-
tion system is composed of seven interrelated criteria:
effectiveness, efficiency, total quality, productivity,
quality of work life, innovation, and financial perfor-
mance. Saraph et al, (1989) have used data collected
from 162 general managers and quality managers from
20 companies in the Minneapolis/St. Paul area to iden-
tify the critical factors for quality management practice.
These authors identify eight factors which are defined
by only a small number of assessors: the role of
management leadership and quality policy, role of
quality department, training, product/service design,
supplier quality management, process management,
quality data and reporting, and employee relations.
These factors were preconceived on the basis of litera-
ture which still provides only patchy understanding of
the subject.

Sinclair, and Zairi, (1996) highlight a case study
which examined the implementation of a total quality-
based performance measurement system. The or-
ganisation selected is engaged in repair and
maintenance of photographic, photocopying and medi-
cal imaging equipment. The analysis revealed that there
is a gap between information sought by people and
what they tend to receive. It also shows that personal
involvement in performance measurement is vital for ef-
fective performance measurement. The performance
measurement criteria which they mention are: quality,
productivity, financial performance, customer satisfac-
tion, employee factors, and environmental performance.
Lokamy & Cox (1995) carried out exploratory research
by examining the integrated performance measurement
systems of six manufacturing firms identified as world
class by academic and practitioner experts. A case
study methodology was used to collect detailed infor-

mation on division and plant strategic objectives, perfor-
mance measurement systems, and performance meas-
urement system linkages. The result of this study was
the development of principles on the above issues.

Madu, et al., (1996) attempted an empirical study to
test if there is any significant association between
quality dimensions, (customer satisfaction, employee
service quality) and organisational performance. They
used middle managers’ perceptions to make some in-
ference about the association between the variables that
are compared. They validate some of the claims made
by quality experts and practitioners regarding the impor-
tance of TQM to organisational success.

Venkatraman & Ramanujam (1996) focussed their
study on different approaches to the measurement of
business performance in strategy research and the
benefits and limitations of each approach.
Operationalization of key strategic management con-
cepts such as organisational strategy; business-level
strategies; and organisational slack along with specific
data-anaiytic issues and their implications for
operationalizing business performance in future strategy
research were highlighted. This study provided a two-
dimensional classificatory scheme highlighting ten dif-
ferent approaches to the measurement of business
performance in strategy research. Table 1 gives a sum-
mary of literature on critical success factors (CSFs) and
TQM performance measurement (PM) and the findings.

The literature survey leads to the conclusion that
the following CSF's are important for Indian or-
ganisations.

e Management behaviour

e Quality strategy

e Communication for TQM

e Training for TQM

o Employee involvement

e Process system management

e Quality technologies

e Customer focus and satisfaction.

Many researchers (Crosby, 1979, Hardie & Walsh,
1994, Ishikawa, 1976, James, 1996, Juran, & Gryna,
1995, Juran, 1974, Lakhe & Mohanty, 1994, Oakland &
Leslie, 1996, and Ross, 1993) have discussed the impor-
tance of the critical factors such as top management
involvement, leadership for quality, supplier quality

management, process management, employee training,
and employee involvement in quality. The literature
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Table 1: Summary of Literature on CSFs and Performance Metrics on Quality Management

Author
(year)

Article intent
(research stream)

Methodology

Findings

Saraph et al., (1989)

Sink (1991)
Janz., & Gedalichu (1993)

Kolay, M.K. (1993)

Lu, E. & Schal (1993)
Spencer, B.A. (1994)
Schinberg, M.V. (1994)
Kasul & Motwani (1996)

Sinclair & Zairi (1996)

Capon, N. et al., (1996)

Formulation of Hypothesis

Formulation of Hypothesis

Prescription

Discussion

Prescription
Formulation of Hypothesis
Discussion
Prescription

Formulation of Hypothesis

Formulation of Hypothesis

Empirical study

Discussion

Discussion

Case study at Iron
and Steel plant

Discussion
Discussion
Case Study at
Library

Discussion

Case study

Field study of a

Lists eight critical factors based on literature for
implementing, improvement of programmes at
organisation level

Lists seven criteria measuring the performance of an
organisation and way to implement QM.

lllustrates team approach as the basic building
blocks of organisation

The total performance of an organisation is reflected

not by the returns alone but also by its impact on the
consumers, the national economy and the society at

large in relation to it investment base

Provides a review the progress to date of TQM in
Australian organisation.

Examines the role and impact of QM culture model
in an organisation.

Necessity for performance measurement as an
instrument for quality management.

Lists factors that support performance measurement
of TQM in manufacturing environment.

Shows how personal involvement in performance
measurement, is vital for effective performance
measurement system.

Studies the effect of six monitors of NMBA on teams.

Madu, C.N., et al., (1996) Formulation of Hypothesis

UK Company
Venkatraman, N., & Discussion Discussion Provides two-dimensional classificatory scheme
Ramanujam (1996) highlighting ten different approaches to the
measurement of business performance in strategy
research.
Lokamy, A. & Cox (1995) Formulation of Hypothesis Case study Building the principles on strategic objectives,

Empirical Study

performance measurement systems and
performance measurement system linkages for
improved organisational coordination.

Finding an association between quality dimensions
(CS, ES, ESQ) and organisational performance, and
proving these dimensions are valid and reliable.

implies that as the decision makers of an organisation
focus on better management of critical factors, improve-
ments will occur in quality performance and ultimately
result in improved financial performance for the or-
ganisation (Hardie & Walsh 1994).

To date, there has been only a few systematic at-
tempts in the literature to organize and synthesize the
various sets of critical success indicators identified by
different authors. Hence, the present research work was
undertaken with the objective to find out a workable
model of critical success factors and related perfor-
mance measurement system.

Performance Measurement System & Performance
Indicators

The use of performance measures in business is

hardly new. Companies have been measuring various
attributes such as costs, quality, quantity, cycle time,
efficiency, productivity etc. of products, services and
processes (Reed & Montgomery 1996). Performance
measures are recognized as an improvement element.
Managers and supervisors directing the efforts of an
organisation or a group have a responsibility to know
how, when, and where to institute changes. These
changes cannot be sensibly implemented without ap-
propriate information and there is currently no stand-
ardized approach to developing and implementing
performance measurement systems (Sinclair & Zairi
1996).

Performance measures quantitatively tell something
about products, services, and the processes that
produce them. They are a tool to help understand,
manage and improve what organisations can do. Perfor-
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mance measures enable organisations to answer the
issues of how well the organisation is doing, whether the
organisation is meeting its goals, if the customers are
satisfied, if processes are in statistical control and if and
where improvements are necessary.

In today's competitive business environment it is
imperative that organisations monitor organisational
performance. For years this has been done primarily
in terms of purely financial indicators such as Return
On Investment, Return On Assest, Operating Profit
Margin, Profit After Tax, Earning Per Share etc. How-
ever, these are both too simplistic and too backwardly
focused to be efficient for modern competitive or-
ganisations. If a company's existing performance
measurement system is largely financial it may under-
cut its strategy especially if the latter focuses on cus-
tomer service and satisfaction which is valid in a TQM
environment.

Enhanced competitiveness of an organisation
depends on:

¢ identifying the important measures of perfor-
mance for a given strategy

¢ understanding the inter-relationships of these
measures

» focusing on measures which truly predict long
term financial success of the business.

Income based financial measures are better at
measuring the consequence of yesterday's decisions
than they are at indicating tomorrow’s performance.
What organisations need to do is to evolve a ‘Balanced
Scorecard’ (Kaplan & David, 1992), which provides a
composite set of performance measures comprising
both financial as well as non financial ones with more
emphasis on latter, and use it for tracking performance.
Many organisations are already doing so. As part of
TQM and related programs leading manufacturers and
service providers alike have committed substantial
resources to developing non financial measures such as
defect rates, response time, delivery performance, cus-
tomer satisfaction rating etc. to evaluate the perfor-
mance of their products, services and operations.
Quality measures represent the most positive step taken
to date in broadening the basis for business perfor-
mance measurement. Quality awards such as Malcom

Quality measures represent the most
positive step in broadening the basis for
business performance measurement.

National Quality Award (Kaplan & David 1993) require
that a company before applying for the award must
devise criteria to measure the performance of its entire
operation, not just its product/services.

Figure 1 shows the linkage of organisational culture
and organisational response.

Organisational L—>
Culture

Assessment of
Organisational
needs

Response for
Competitiveness

Quality Performance
Feedback

—

Fig. 1. Linkage of Organisational Culture and
Organisational Response

Just as quality related metrics have made the per-
formance measurement revolution more real, so has the
development of Benchmarking tools. Firstly benchmark-
ing gives managers a methodology that can be applied
to any measure, financial or non-financial metrics.
Secondly it has a transforming- effect on the mindsets
and perspectives. The externally oriented approach of-
benchmarking makes people aware of improvements
that are order of magnitude beyond what they would
have thought possible. In contrast, internal yardsticks
that measure current performance in relation to prior
period results or current budgets rarely have such an
eye opening effect. Therefore organisations first have to
devise a suitable performance measurement system
which is ‘balanced’ (Kaplan & David 1992) in its ap-
proach and then use that for benchmarking to gain a
competitive advantage in the market.

Most performance measures can be grouped into
one of the following general categories. However, cer-
tain organisations develop their own categories as ap-
propriate depending on their mission (Holloway et al.,
1995).

» Effectiveness: A process characteristic indicat-
ing the degree to which the process output con-
forms to requirements.

e Efficiency: A process characteristic indicating
the degree to which the process produces the
required output at minimum resource cost.

* Quality: The degree to which -a product or
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Table 2: A Partial List of Performance Indicators

e Safety: Overall health of the organisation and

T 5 S the working environment of employees.
w Fonamgement g‘;:?;"c:‘::;g The success or failure of any quality programme, to
| ” a large extent, depends on the team's ability to define
T e useful indicators of measurements. A list of some perfor-
H il bt mance indicators is given in Table 2.
| Market share
N Business resuits
o Rapid innovation rate A Model for Performance Measurement in TQM
gr Middle Speed of learning Environment
G Management Speed of training
A Team format There exists a need for a model that will identify the
';J Level of process and function design logical links between the components of a TQM ap-
S Speed of communication between top proach and thus allow the identification of those com-
A and operational management. ponents necessary for successful application of TQM.
T Operational Extent of adopting of 7s tools This model will be used as a reference point for further
(') Management Speed to solve problems analysis. Most of the reported literature in TQM include
N Productivity growth a model of some kind. More recently, descriptive
inventory turnover models for TQM have become more pronounced with
Customer deliveries different national quality awards. Our model for TQM
Timeliness performance and the linkages of various components
Response to new technology
Shop Floor No. of defects Systems/Pracedures
Rate of output (ISO 2000}
Rework/Scrap
Total cycle time
Absentees
0 Supplier Quality of incoming material
U Lead time ™
; Vendor rating @ >
| Quality standard (ISO)
D. Inventory turnover Managerent
E Timeliness
o) Customer Service level/After sale services
R Satisfaction in terms (Customer Performance Measurement &
G Value) of Feedback
A e lower cost
II“ e working condition/ease of access Fig. 2. Improvernent Model
S e Features
A e Safety
i e reliability and durability Financial N
IO e quality stake holders, Sackaty
N
service meets customer requirements and ex- '
pectations.
e Timeliness: whether a unit of work was done
correctly and on time. (Criteria must be estab-
lished to define what constitutes timeliness for a
given unit and work. The criterion is usually
based on customer requirements.)
e Productivity: The value added by the process
divided by the value of labour and capital con- Fig. 3. Various Agents Involved in Performance
sumed can be a measure of productivity. Measuremegt System
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are shown in Fig. 2. This model shows that performance
measurement and feedback is central to an organisation
and linkages have to be developed with customers and
suppliers. The various agents involved in the process
are shown in Fig. 3. Effective TQM implementation
reports a very good liaison between horizontal and ver-
tical links. Further research is needed on how to achieve
vertical and horizontal co-ordination between organisa-
tional levels (e.g. division and plant) and across func-
tional areas (i.e. manufacturing, marketing and sales).
Table 3 gives a select list of indicators of US Malcolm
Baldrige National quality Award (MBNQA) companies.

Table 3: A Select List of Indicators of US MBNQA Companies

Performance Indicators Average Annual

Improvement in %

Operations Related 11.3
On time Delivery 4.7
On Processing time 12.0
Product Lead time 5.8
Inventory turn over 7.2
Cost of quality 9.0
Employee Related

Employee Satisfaction 1.4
Attendance 0.1
Turnover 6.0
Safety/Health 1.8
Suggestions Received 16.6
Customer Satisfaction

Customer Complaints 11.6
Customer Retention 1.0
Overall satisfaction 28

Financial Performance

Market share 13.7

Sales/employee 8.6

Return on Assets 1.3

Return on Sales 0.4

Source: Wiele Van der A, 1997, Beyond Fads, Eburon Publishers
Netherland

Concluding Remarks

The philosophy of TQM encompasses all business
functions within an organisation. However, for effective
implementation, it is necessary to align a few critical
success factors (CSFs) with organisation’s philosophy.
Investment in quality must also translate into business
results. For this, it is essential to evolve a performance
measurement system in line with TQM philosophy. The
model proposed in this paper is expected to provide
directions for further research in this important area.
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“Three facts stand out about Productivity in most organisations.

e Productivity is at a fairly low level and most managers know it;

e Productivity varies widely among people who are doing the
same job and getting paid nearly the same; and

e Companies don't have any systematic process in place to
improve productivity over time.”

- John H. Zenger

=
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Collective Bargaining & Productivity:
Current Trends & Emerging Patterns

Subesh K. Das

This study on collective bargaining discusses how
productivily issues are bargained and settled, drawing
examples from various collective agreements in West
Bengal. Bargaining for productivity takes different
forms. In productivity bargaining increase in wage is
associated with increase in productivity. In revival bar-
gaining revival of a unit becomes the main concern and
there may not be any increase in wage. The agree-
ments cover various issues like discipline, increase of
workload, rationalization of manpower, introduction of
technological changes, contracting out of jobs and
linking wages to productivity. Though, the discussion is
based on examples from West Bengal, it is equally valid
for organisations in other parts of the country and also
has relevance for other developing countries having
similar social and economic environment.

Subesh K. Das is at present pursuing a Ph.D programme at School of
Industrial and Labour Relations, Cornell University, Ithaca, NY-14853,
USA.

Productivity Improvement—The Human Aspect

"Productivity is the relation between physical output
and one or more of the associated physical inputs used
in the production process."—This physical process con-
ceptualization is the most widely used definition of
productivity (Kopelman, 1986:3). The concept can be
applied to various entities, ranging from individual or
machine to company, industry or national economy. In-
puts used in producing goods and services can be clas-
sified into two categories — physical inputs and human
input. Physical inputs include materials, machinery,
building space, etc. and human input refers to direct
and indirect labour employed in the production process.
The combined productivity of all factors taken together
is known as "total factor productivity" and is defined as:

Value of the Product
(Labour Input + Non-Labour Inputs)

Total Factor Productivity =

Non-labour inputs or physical inputs by themselves
do not produce, they are utilized by human beings. .
Therefore, the productivity of all inputs eventually
depends on the efficiency with which human resources
are employed and managed. However, management of
human resources is a difficult and challenging task.
Each unit of this resource is unigue and requires human
treatment. Organisations often compute labour produc-
tivity as the ratio of increase in value of product to in-
crease in labour input. Although computation of labour
productivity is not uncommon, we are concerned with
total factor productivity, which results from contribution
of all factors of production.

Productivity of all inputs eventually
depends on the efficiency with which
human resources are employed and
managed.
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In an organisation, there are four primary deter-
minants of productivity—the environment, organisation-
al characteristics, work characteristics, and individual
characteristics. The environment in which the organisa-
tion functions affects one or more of the controllable
determinants of organisational productivity, but is large-
ly uncontrollable by an organisation. Organisational
characteristics or practices like reward system influence
individuals, their work behaviour, and job performance.
Performance of an individual also depends on the work
characteristics or nature of work like task variety and
autonomy. The organisational practices and work char-
acteristics, which are controllable by the management,
are translated into observable end results through their
attributes such as belief, values, attitudes, knowledge,
goals and intentions. They affect individual charac-
_ teristics by changing the motivation and ability of the
worker, which in turn influence individual job perfor-
mance (Kopelman, 1986). Changes in organisational
characteristics and work characteristics are introduced
to change motivation and ability of workers for greater
output. Workers often individually or collectively oppose
the changes, which results in conflict and creates ten-
sion in the organisation. The conflicts are generally
reconciled through collective bargaining.

Bargaining takes different forms in different in-
dustries and in different regions depending on the ex-
tent of industrialization, the prevailing economic and
political atmosphere, the ownership pattern, back-
ground of workers, the legal frame work and the ex-
tent and nature of trade unions. As industrial relations
environment varies from region to region, it is neces-
sary to have region wise studies on productivity re-
lated collective bargaining. This study tries to identify
emerging patterns in productivity related collective
agreements in West Bengal. It also includes some of
the innovative approaches‘. West Bengal is one of the
industrialized states in India and it is also one of the
labour sensitive states. Existence of large number of
old industrial units in the state provides an excellent
opportunity for the study on collective bargaining and
productivity.

Productivity Bargaining & Revival Bargaining

Collective barguining is ‘a mode of fixing the terms
of employment by means of bargaining between an or-
ganised body of employees and an employer or an as-
sociation of employers usually acting through organised

1. This paper draws examples from a number of bipartite and
tripartite agreements of some industrial units in West Bengal
signed during 1993-99. The author was posted as Labour Com-
missioner, West Bengal during this period, which provided him
opportunity to know about the agreements.

Bargaining takes different forms
depending on the extent of industriali-
zation, prevailing economic and politi-
cal atmosphere, ownership pattern,

background of workers, legal frame
work and the extent and nature of trade
unions.

agents’ (Hoxie, 1951). It involves collective participation
of workers in trade unions to bargain with their
employers. In the process each side applies pressure
on the other during negotiation (Clegg, 1978, Mamoria
& Mamoria, 1991), when increase in wage is associated
with increase in productivity it is productivity bargaining.
It covers "any type of collective bargaining in which an
increase of price of labour is associated with an in-
crease in its productivity, regardless of how ine latter is
achieved." (Flanders, 1971) In productivity bargaining
increase in productivity may result from increase in
workload, improvements in machine use, change in
work allocation and methods of wark, reduction of was-
teful practices, and flexibility in utilisation ot manpower.
Increase in productivity increases the capacity of the
employer to pay. This alone justifies payment of higher
wages. There is, however, no formula to allocate certain
fixed percentages of productivity gains between capital
and labour. Sharing gains of productivity is generally
achieved through the process of bargaining, which
takes into consideration many other factors besides in-
crease in productivity. Recent trend shows that workers
demand for higher wages are often accompanied by
employers’ demands for increase in productivity, in-
dicating a shift from ‘nothing for something’ to ‘some-
thing for something’. Here are some examples of
productivity bargaining:

ITC Limited, Kidderpore Branch: The long-term
agreement (1997) provided for increase in wage
through revision of basic wage, dearness allowance,
and other allowances. It also provided for productivity
improvement through modernisation, reorganisation of
work, revision of production norms, revision of incentive
schemes, and payment of bonus linked to productivity.
The agreement spelt out that the goal was to make the
factory a world class manufacturing facility, by
benchmarking itself against the best in the world in
terms of productivity, quality and safety standards.

Hindustan Lever, Debgram: The long-term wage
agreement (1998) was signed at bipartite level and
registered under the Industrial Disputes Act, 1948. It
provided for revision of scales of pay, dearness al-
lowance, house rent allowance, and other allowances. It
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also provided for revision of incentive scheme linked to
production and incentive for wastage reduction.

Increase in productivity is not always accompanied
by increase in wages. There are examples where
workers and unions have agreed to increase produc-
tivity without increase in wage. Sometimes they have
even agreed to variety of concessions like wage cut,
freeze in wage and other benefits, cuts in employment,
change in work practices, and flexible deployment of
work force. Such bargaining can be called Revival Bar-
gaining, as revival of the unit becomes the main con-
sideration. Workers agree to such sacrifices, only when
they realise that there is threat of loss of job. The best
examples of this type are from jute mills in West Bengal.
Most agreements on lifting of prolonged lockout in jute
mills involved reduction in working days and increase in
workload. Such agreements are also common in sick
units and particularly in units referred to the Board of
Industrial and Financial Reconstruction (BIFR). When a
sick industrial unit is referred to BIFR, the Board asks for
preparation of a joint revival package agreed by the
management, unions, financial institutions and govern-
ment®. The labour-management cooperation pacts for
revival of units are arrived through bargaining. Here are
examples of revival bargaining:

Jay Engineering Works, Calcutta: The unit manufac-
turing electric fan and sewing machine was referred to
BIFR in 1994. The BIFR directed the management to
submit a revival proposal including an agreement with
the unions on imnroved production norms. After
prolonged discussion, an agreement was signed on
15.5.95, which provided for increase in production
norms by 10-30 per cent, revision of incentive scheme,
merger of two units in Calcutta, sale of surplus land and
payment of wages as per industry wide agreement.

Hindusthan Development Corporation, Howrah: The
unit manufacturing railway wagons was in trouble in
1993 due to acute shortage of wagon orders. After
protracted negotiation, management and unions
entered into an agreement which provided for five-day
work in place of six-day week for all workmen in the
factory. The additional off day was treated as special
weekly off day without wages. It was also agreed that
productivity and production targets will be increased by
20-25 per cent and that once the critical phase is over,
management will restart six-day work.

2. The BIFR was set up to revive potentially viable sick industrial
companies and to recommend closure of non-viable com-
panies. As on 28.2.99 out of 203 units in West Bengal referred
to BIFR, revival package had been approved for 46 units and
winding up order had been issued for 53 units. Approval of
schemes in most cases involve prior agreement between
parties.

Texmaco Limited: The textile machinery division of
Texmaco was in trouble due to poor demand. lts
production had to be totally stopped. Other divisions of
Texmaco were not in position to absorb workers of this
division. Management and workers entered into a bipar-
tite agreement which provided for three days work in a
week and payment of four and half days wage. A volun-
tary retirement scheme was also introduced.

Productivity bargaining and revival bargaining are the
two main forms of collective bargaining that leads to
improvement of organisational productivity. A pre-condi-
tion of revival bargaining is that the workers must be
convinced about the need for the sacrifices. With
liberalization and globalization, manufacturing units in our
country have to be more productive to survive and
prosper in the competitive environment. Productivity bar-
gaining will thus become important for all organisations.

Productivity bargaining and revival bar-
gaining are the two main forms of col-
lective bargaining that leads to improve-
ment of organisational productivity.

Agreements on Discipline & Work Load Increase

Discipline is a pre-condition for stability in workforce
and increase in productivity. It implies abiding by estab-
lished rules and regulations, which ensures orderliness,
and gives a sense of direction. The rules prescribe the
manner in which duties and task should be carried out.
Many agreements have general clauses on maintenance
of discipline, co-operation of workers, and non-inter-
ference with normal functioning of the management®.
However such general clauses in agreements do not
automatically ensure discipline, which has to be
achieved through a series of planned action on the part
of management. Agreements on attendance bonus, in-
centive for regular attendance, leave travel assistance
linked to attendance, and gate control are examples of
specific clauses for improvement of discipline through
regular and timely attendance®.

3. Clauses on improvement of discipline are seen in many agree-
ments and agreements on non-interference with management
activities are common in organisations where there were
strained industrial relations in the past. Example —Dunlop India
Limited, Hooghly agreement dated 2.5.94.

4. There are many examples—(a) Dunlop India Limited wage
agreements (1994) provided for attendance bonus and leave
travel assistance linked to annual attendance. (b) National
Carbon Company, Division of Union Carbide India Ltd., Calcut-
ta wage agreement dated 10.10.94 provided for payment of
reward for good attendance.
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Discipline is a pre-condition for

stability in workforce and increase in
productivity.

Increase in workload of individuals increases
productivity. While this is the most straightforward
method for increase in productivity, there are limits to
this, as it often requires more physical output by the
workers. Periodic revision of workload without change
of technology is possible as efficiency of a worker in-
creases with his continuous involvement in the same
job. As an operation is repeated, workers can perform it
more quickly and more accurately. Organisations also
gain in effectiveness by doing jobs repeatedly (Gupta,
1994). The effect of learning on productivity differs from
industry to industry and thus experiences in one unit
may not be replicable in the other. Table 1 presents ex-
amples from agreements in two jute mills on increase of
production norms in some sections/departments.

Table 1: Increase in Production Norms

These examples show increase in different sec-
tions/departments at different rates. Overali productivity
increase will result from the combined effect of changes
in different sections. There are also agreements on in-
crease in overall productivity in a unit’. These are com-
mon in small units. In large organisations, agreements
on overall increase in productivity are to be followed by
a series of section wise agreements. Efficient deploy-
ment of work force for effective use of manpower,
through better utilization of resources is important for
higher productivity. Increase in workload may involve
change of work processes, elimination of unnecessary
work and wasteful practices. There are agreements on
incentive payment for reduction of wasteful practicesa.

Agreements on Incentive Schemes

There is growing interest in the use of wage incen-
tive to raise productivity and there is emerging consen-
sus between all parties in negotiations that such
practice should be increasingly used in all organisa-
tions. It involves stimulation of human effort to provide
positive motivation for greater output. Incentive
schemes in general provide for payment of incentive on
production above certain level. Payment on piece rate
basis, is more in small units. Incentives are calculated
by quantifying production or by computing some
productivity index based on production in different sec-
tions, capacity utilization and manpower engaged. A
simple form of incentive scheme is reward schemes,
where workers are rewarded for achievement of certain
qualified production, productivity or productivity index
norms in any week or month®. Incentive schemes can

Incentives are calculated by quantifying
production or by computing some
productivity index.

Department Bally Jute Mill® Hastings Jute Mill®

Agreement Date: Agreement Date:
30.7.93 7.9.93
Existing Proposed Existing Proposed

Softner 33MT. 40MT. 3 M.T. 5.0 M.T.

Drawing 60 70 67 75

Efficiency %

Spinning 73 80 80 86

Efficiency %

Winding 300 385 325 350

Hessian kg/shift  kg/shift kg/shift  kg/shift

Winding 320 400 350 375

Sacking kg/shift kg/shift kg/shift kg/shift

Beaming 7020 yard 8450 yard 9750 yard 10000 yard

Hessian

Beaming 7500 yard 8500 yard 9750 yard 10000 yard

Sacking

Weaving 61 70 65 68

Hessian %

Press: 35 Bales 45 Bales 40 Bales 55 Bales

Average/shift

(Spinning efficiency is for side carpet backing)

5. Bally Jute Mill, Howrah, West Bengal: Agreement dated 30.7.93,
between management and the five operating unions. The
agreement was signed after lockout for one and half years.
Initially unions opposed management's proposal for reduction
of workforce, but finally they agreed for reduction of workforce
in certain areas.

6. Hastings Jute Mill, Hooghly, West Bengal: Agreement dated
7.9.93, between management and the operating unions was
signed after lockout in the unit. There were problems in im-
plementation of the agreement. This was further discussed and
reinforced through agreements in 1996 and 1998.

7. Flender Macneill Gears Limited, Kharagpur, West Bengal:
Agreement dated 20.10.93, with five operating unions provided
that, “the productivity of the factory will be increased by 20 per
cent in terms of Kg per man-hour, with product mix comparable
to 1992".

8. Hindusthan Lever Limited, Debgram long term wage agree-
ment (1998) provided for payment of incentive for wastage
reduction. The incentive scheme is based on actual consump-
tion of raw material vis-a-vis standard consumption of raw
material. The difference between the two is calculated as
wastage.

-

9. ICI India Limited, Rishra Works. Memorandum of settlement
dated 18.2.94 between management and two unions provided
for payment of reward on the basis of achieving qualifying
productivity index.
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Fig. 1: Incentive Payment Rates

be of classified into three categories depending on their
coverage —individual schemes, group schemes and
general schemes. There are also schemes that are com-
bination of these schemes.

Dunlop India Limited Group: In the agreement
(1994), workers are divided into several benchmark
groups depending on their functions. Each group is
provided with manning called benchmark manning and
is expected to produce benchmark output. When a
worker in a bench mark group produces benchmark
output, he gets benchmark money in addition to stand-
ard wage, which includes basic, dearness allowance
and other components. If the output is less than the
benchmark output he is booked for hours pro-rata to
the output provided there is no fault of management. If
the output is higher than the benchmark output, then he
additionally receives incentive according to an agreed
incentive scheme.

Eveready India Industries Limited (1997): The
scheme provides for incentive payments linked to
productivity index. Workers in different groups are paid
at different rates. In each group different categories of
workers receive payment at different rates depending
on their role in production process. The indirect workers
get at a rate, which is 75 per cent of the direct workers:
and the auxiliary workers get at 50 per cent rate. Com-
putation of productivity index takes into consideration
capacity utilization and actual number of men in place
of agreed man strength. Incentive is calculated in the
following way:

Productivity Index = (Productionx Conversion Factor)/
Actual Man-hours

Modified Productivity Index = Productivity Index/
Capacity Utilization Factor

Payment = Number of Hours Worked x Payment Rate
X Additional Multiplication' Factor.

Different products have different conversion fac-
tors. The agreement also provides for revision of
agreement "in case of change in process improve-
ment, equipment, equipment speed etc.” The incen-
tive payment varied with modified productivity index
as shown in Fig. 1.

Past practice in the organisation is an important fac-
tor in incentive schemes. The schemes can be a part of
a long-term settlement, or they can be separate agree-
ments. Alternatively a long-term agreement can provide
for higher production norms and upgradation of incen-
tive base; and the incentive scheme may be bargained
and settled afterwards'C.

Payment of annual bonus may also be linked to
production. This is more like an incentive scheme,
where calculations are made annually. Section 31A of
the Payment of Bonus Act, 1965 provides for payment
of bonus linked to production, in between the limits of
minimum (8.33%) and maximum bonus (20%), provided
an agreement is signed by the employers and
employees. Effectively this is an annual incentive
scheme covering all workers in the unit. ITC Tribeni Tis-
sue agreement (1993), provided for linking of bonus to
annual production. The bonus payable as percentage of
annual earnings was linked linearly to annual produc-
tion. There are only few examples of such agree-
ments." In most cases bonus rates are fixed through
bargaining, which generally does not take into con-
sideration productivity or profit and the past practice in
an organisation becomes the main consideration. In
competitive environment it is expected that bonus
should be linked to performance. In Japan one third of
establishments with more than 30 employees provide
for bonus linked to productivity (Inouye, 1994).

Wage incentives are best installed in situations
where output can be standardised and quantified. A well
designed incentive scheme can raise productivity, in-
crease worker earnings and lower the cost of produc-
tion. However, careful planning is required. A rushed job
may lead to trouble in future. Each industry has to
design its own scheme in consultation with the workers
and implement in an atmosphere of good industrial rela-
tions. Further, no incentive scheme can remain valid for

10. The long term agreement of Flender Macneill Gears (1993)
provided that, “the revised base point of incentive scheme will
be 1.38 kg/per man-hour in place of 1.15 kg/per man-hour.” It
was also agreed that the scheme would be revised after im-
plementation of the long term agreement and achievement of
new production norm.

11. Other examples of agreement on payment of bonus under sec-
tion 31A of Bonus Act are—ITC Limited, Kidderpore, Calcutta
Agreement (1997), and VXL Landis and Gyr. Limited Agreement
dated 24.7.98.

Productivity e Vol. 41, No. 1, April~June, 2000

101




Wage incentives are best installed in
situations where output can be stand-
ardised and quantified. Incentive

scheme requires periodical revision or
modification particularly with moder-
nisation or reconstructing of organi-
sation.

long periods, it requires periodical revision or medifica-
tion particularly with modernisation or reconstructing of
organisation.'? It is not enough to have high produc-
tivity, the quality of product is equally important. It will
be disastrous if increase of productivity affects quality.
There can also be incentive schemes for improvement
of quality.'®

Agreements on Rationalization of Manpower

Excess manpower is often a major problem and
rationalization of manpower may substantially increase
productivity. The first step is redistribution of work to
increase the fit between man and machine, and efficient
use of recources. It may be with or without increase in
workload. With better utilization of machines and reduc-
tion in labor, cost productivity is increased. Table 2
presents a typical example of redistribution of work in
some sections in a jute mill. Once redistribution plan is
finalised, adjusting the excess workforce can be done in
different ways. In Britannia Industries Limited, Calcutta
the agreement (1997) provided for adjustment of man-
power by increasing number of shifts per week. This is
possible when there is demand for higher production.
Reduction of workforce is generally achieved through
adjustment of casual workers, particularly in labour in-
tensive units with large proportion of casual workers.
Almost all jute mills in West Bengal adjusted their man-
power during the last decade by adjusting casual
workers. Immediate reduction of manpower through
natural wastage may not be always possible. It depends
on composition of workforce, age profile of workers,
skill required for different jobs and nature of industry.
The problem is sometimes resolved by creating a

12, There are many instances where old incentive schemes have
become non-functional and in some cases they have become a
burden for the organisation. In jute industry 50 per cent of wage
was linked to productivity in 1963, which became only 1 per
cent in 1998.

13, Hindusthan Lever Limited, Debgram agreement (note-3)
provided for incentive payment for improvement of quality. The
scheme provided for computation of "defect" in production and
use of excess material and payment based on these two
factors.

‘central pool' with the excess workers, who are then
assigned different jobs including absentee coverage.
This allows manpower reduction through natural
wastage over a period of time.

Table 2: Reduction of Manpower-Bally Jute Mill (1893)

Job Existing  Proposed Manpower Remarks
Reduction
Spooler 2/Shifts Nil 6 Winders to
Carrier carry spools
Qiler 5 Nil 5 Sardars to
look after
this job
Silver 1/10 115 6 Increase in
Freeder Machines Machines workload
Maintenance: 9/Shifts 7/Shifts 6 Line Sardars
Fitter to help

The working complement was reduced by 150 workers mainly
through change in work practices and increase in workload and
through use of Electronic Data Processing in office work. While
'sardars’ were earlier involved only in supervision of work, they were
now given some direct responsibility.

When natural wastage is not an option, employers
generally have two options for reduction of workforce —
one legal and other negotiated agreement. The restric-
tive provisions of the Industrial Dispute Act, 1948 on
lay-off and retrenchment; and refusal of government to
grant permission under section 25(N) or 25(0) in almost
all cases, make it impossible for employers to find a
legal solution to the problem of excess staff. In such
situation, voluntary separation schemes are found to be
the only acceptable solution to both employers and the
employees. The Union Government has also en-
couraged such schemes by giving income tax exemp-
tions and by introducing it in public sector enterprises. It
involves payment of compensation with terminal
benefits to workers leaving the organisation. The
schemes are voluntary in nature and it is up to in-
dividuals to accept it or reject it, but employers often
force the workers to take voluntary retirement by putting
them in difficult situations like transfer to distant places.
Unions also get involved by bargaining separation
schemes. Excess manpower is a major problem in
many public sector enterprises. With introduction of
new economic policy and curtailment of budgetary sup-
port, many units have rationalized their manpower. All
BIFR—schemes of PSE-s have provision for reduction
of manpower. (Das, 1998a). In the early 90-s, unions
often opposed such schemes but now they generally
bargain for higher benefits.

Rationalisation of manpower is seen in almost all
revival bargaining and sometimes it is a part of produc-
tivity bargaining. It invariably requires transfer or
redeployment of workers and often demands training,
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retraining of workers including multiple skill develop-
ment. Unions often find the proposals irrational and op-
pose them. They agree to such proposals only if there is
no retrenchment, no loss of job, or the workers are not
expected to do work of lower status when deployed.
Industry wide agreements'® in jute, engineering, and
textile provide for general clauses on retraining and
deployment without adversely affecting the service con-
ditions of workers. However, mest agreements on
rationalization of manpower are done at unit level with
more involvement of workers in the bargaining process.
There are agreements on deployment of workmen at
different locations in their respective grades and in
higher grades with additional allowance, but most
agreements do not allow deployment at a lower posi-
tion. Only few recent agreements provide for acting in
lower designations. >

Rationalisation of manpower is seen in
all revival bargaining and invariably re-
quires transfer or redeployment and
demands training, retraining.

Bargaining Technological Change

Productivity can rise in two distinct ways: first
through more iniensive effort on the part of the worker
and secondly through greater mechanisation, and im-
proved technology. The latter is usually referred to as
productivity from "technological progress", which can
lead to significant increase in productivity. Any moder-
nisation program involves change in work practices and
adjustment of workforce. It is always accompanied with
other changes like rationalization of manpower and
reduction of wasteful practices. Disputes generally arise
on manning, production norms, effects on earnings, and
sharing of gains of productivity. A delay in settlement of

14. Industry wide agreements provide for general clauses on train-
ing and redeployment. Examples: (a) tripartite settlement dated
10.2.97 between Confederation of Indian Industry (Eastern
Region) and ten federations of unions for engineering industry
in West Ben3al (Covers 300,000 workers); (b) tripartite settle-
ment in industry between Indian Jute Manufacturers Associa-
tion and federations of unions. (Covers 250,000 workers).

15. (a) Siemens Ltd, Calcutta Works: Settlement dated 10.6.1998
provided for broad classification of job for greater flexibility in
redeployment. For example seven different categories of clerks
were given one designation. (b) ITC agreement (note-2)
provided for flexibility in deployment including acting in higher
or lower designation and transfers between section/shifts when-
ever required. (¢) Hindusthan Lever Limited, Calcutta agree-
ment (1998) provided for work in step up or step down job to
increase productivity.

the disputes delays use of new machines causing loss.
Long-term wage agreements often have general clauses
on modernisation and immediate installation of new
machines. The Cotton Textile Industry Agreement, West
Bengal, 1995 provided that, "the plant and machinery
installed by the mills for expansion/modernisation,
should be started as soon as erected and are ready for
operation. The workmen will co-operate with the
management in introducing further new machines,
products, new processes of work”. Despite such
general clauses in agreements, disputes often arise at
the time of installation of new machines. Agreements on
modernisation are generally done at unit level, which
provide for use of new machines and procedures with
rationalization of manpower'8. Agreements in advance
on implementation of modernisation programme, instal-
lation of new machines and production norms can
reduce time loss in implementation. However, this is
possible only when parties are clearly aware of the fu-
ture changes and there is high level of trust. There are
only few examples of such agreements. (Fig. 2 & 3 ex-
tracted from Tribeni Tissue agreement).

Tribeni Tissue Agreement on Modernisation: The
unit planned an increase of production capacity to al-
most threefold through technology upgradation. The
long-term wage agreement (1993) included clauses on
smooth implementation of the modernisation prog-
ramme. It was agreed that the existing workers would
operate new machinery and equipment during trial runs,
and pilot production in addition to their normal work.
The incentive scheme was also changed. During im-
plementation of modernisation programme, the incen-
tive was a fixed amount for all workers, subject to full
co-operation. This payment would remain in force until a
monthly production of 2430 MT was achieved. Once this
level was achieved, a new scheme would become
operative which provided for increase/decrease in pay-
ments with increase/decrease in monthly production be-
tween 1590 MT to 3631 MT per month.

Contracting Out of Jobs

Current trend indicates increase of contract labour
in &ll sectors of production activities, the extent and na-
ture varying from industry to industry. Some organisa-
tions engage contract labour for temporary jobs or in
indirect activities, while others engage for perennial jobs
or in main production activities. Many firms also get
semi-processed materials from small firms. There are

16. Almost all agreements have clauses on modernisation. Some
provide specific clauses on use of new machines. Lipton India
Limited agreement dated 21.7.93 provided that new machines
will be started and stabilised in line with manufacturers’
specifications within a maximum period of one month.
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both benefits and drawbacks in contracting out of jobs.
Benefits of contracting can be grouped under four
headings: specialising, market discipline, flexibility, and
cost savings. The drawbacks are identified as loss of
in-house skill, corporate memory, and innovative
capacity. Contracting leads to increase in productivity
by cost savings, provided the organisation is able to
receive the potential benefits at reasonable cost. While
contracting out of jobs has potential for increase of
productivity and flexibility, there is debate whether it can
provide for continual growth of the organisation.

Benefits of contracting can be specialis-
ing, market discipline, flexibility, and
cost savings; drawbacks are loss of in-
house skill, and depletion of corporate
memory, and innovative capacity.

In industrially advanced countries, many organisa-

tions have been able to remain competitive through
contracting out of jobs. In fact a new strategy based
on linkage of various firms (named flexible specialisa-
tion) has replaced the dominant principle of mass
production technology. (Piore & Sabel, 1984) In this
strategy, a large firm devolves a range of manufactur-
ing activities to its orbiting suppliers. Experiences of
this are mostly seen in Japan and North Germany.
Very large corporations such as Mitsubishi, Toyota
and Siemens achieve flexible specialization through
internal networking, in which different affiliates or
highly linked subcontractors work in close co-opera-
tion. (Kaplinsky, 1993) The changes in India towards
contracting out of jobs, indicate emergence of some
characteristics of flexible specialisation. But, they fail
to satisfy some of the most important ones, especially
those relating to collective efficiency, continual innova-
tions for continuous growth, and prosperity of
workers. (Das & Panayiotopoulos, 1996) Due to
labour surplus in developing countries, competition
amongst contractors often results in sweating of
labour than innovation. As contracting often leads to
loss of permanent jobs, it is generally opposed by the
unions. Inspite of this, there are agreements on con-
tracting out of jobs. (Beckitt & Coleman of India
Limited agreements dated 25.3.94) However, only few
agreements have explicit clauses because of restric-
tive provisions in the contract labour legislation. In
most units there is tacit understanding between the
parties.'”

Bargaining Process & Productivity

Coverage of collective agreements vary widely,
ranging from section wise bargaining, to bargaining for
single unit, to local agreements covering a few units, to
agreements covering large number of workers in the
whole state. Most industry wide agreements provide
only general clauses on productivity increase as they
can include specific clauses only when workers in all
units do the same type of job. The agreement for tea-
plantation workers in West-Bengal, provides for pay-
ment of incentives in the form of ‘extra leaf price’ for
plucking of tea-leaves above a certain range.'® This was
possible because all pluckers do the same job in all tea
gardens. In this case garden to garden variation is ac-
commodated by changing the task. (Govt. of West Ben-
gal, 1994) Agreement for textile workers in West Bengal
provided that, the issue of fixation of workload and

17. The Cotton Textile wage agreement is probably the only in-
dustry-wide agreement, which included specific clause for unit
wise discussion to increase productivity.

18. Anantpur Textile (7.11.96), Birla Synthetics (26.10.95) Jayshree
Textile (30.4.97) and Saktigarh Textile (15.4.97).
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production norms will be taken up at unit bipartite level
and will be finalized within three months. If the matter is
not settled within three months, the matter will be taken
up for conciliation at tripartite level and settled within
one month. (Govt. of West Bengal, 1994) Subsequent to
this agreement, unit level agreements were signed.
However, in many units it took several months and in
some cases agreements were signed only after lockout.
Industry wide agreements are not very effective on
productivity issues. As the level of technology and work-
ing arrangements vary from unit to unit and location to
location, it is difficult to accommodate specific produc-
tivity issugs in wide ranging agreements. Further, in the
changing environment there has been shift from in-
dustry level agreements to plant level bargaining, with
more reliance on market forces.

Bargaining is a complex process that calls for skillful
negotiation between employers and employees or their
representatives io reach mutually satisfying agreement.
It is not built on any standard practice and varies in each
situation, time span, industry and organisation. It is also
influenced by the prevailing practices in the organisation.
Documentation of any bargaining process is an impos-
sible task, as numerous interactions take place between
different individuals and groups at different points of time.
The following are the main events in the bargaining of
Union Carbide that lead to settlement in 1994,

Bargaining Process: Union Carbide

Discussions Prior to Submission of Charter of
Demand: (Tripartite Wage agreement dated 10.10.94)
The management apprised the workers and unions
about the position of the industry in the economy, the
need to be competitive in terms of productivity, labour
cost, product quality, efficiency, capacity utilization, and
the need to adopt a new and more efficient production
system. They informed that, "all increase in labour cost
must be matched with improved productivity."

Charter of Demand: Three operating unions sub-
mitted their charter of demand in February 1992. Their
demands included demand for increase in basic wage
and dearness ailowance, upward revision of allowances
and benefits, and improvement of working conditions.

Unity Amongst Unions: On management request
the three unions revised their demand and submitted a
common statement. They also formed a joint action
committee. This involved negotiations amongst the
unions,

Discussions and Clarification of Issues: Discus-
sions were held at different levels both in bipartite and

tripartite forum. The management spelt out the require-
ments in terms of cost per unit of production, capacity
utilization, convertibility of production, redeployment,
rationalization of manpower, modernization, discipline
etc. The issues raised by the unions were also clarified.
The requirements were gradually spelt out in detail.
Most discussions were held at bipartite level, and the
matter came to the conciliation officer only when there
was impasse on any issue. The conciliation machinery
was always kept informed about the developments at
various stages.

Agreement: Finally, an agreement was signed on
10.10.94, giving retrospective effect from 1.5.92 with
validity to 31.12.97. The agreement was explained to the
workers.

There are various reasons for worker resistance to
change and there are many mechanisms that can
facilitate the change. (Kopelman, 1986) One of the tasks
in the bargaining process is to make the workers ready
for the change. There has to be clear message about
the need for the change and that the workers are
capable to bring the change. (Armenakis, Harris & Mos-
sholder 1993) In order to achieve this, besides per-
suasive communication about the change, there must
be active participation of the workers. Effectiveness of
any productivity agreement will not only depend on the
content, but also on the bargaining process or how the
agreement is arrived at.

Review

Productivity is also important in the informal sector,
where most workers in our country earn their living. The
long term well being of workers in the lower rung of the
earning distribution depends ultimately on increasing
their productivity. (Freeman, 1996) Government inter-
vention in the informal labor markets is mainly through
fixation and implementation of minimum wages. Mini-
mum wage notifications can take productivity into con-
sideration. Once minimum wages rates are fixed the
production norms and payment of higher wages for
higher production may be bargained and settled. The
best examples of agreements need not necessarily be
from the best units in the economy. The success of any
agreement to a large extent will depend on how far the
employees at various levels are involved in the bargain-
ing process. Participation of workers is essential both in
formulation and implementation of the productivity plan.
Manufacturing process is a configuration, a whole that
is greater than the sum of its parts. In the modern con-
cept, the manufacturing manager must work with an
awareness of the business and he will be responsible for
integrating people, material, machines, and time.
(Drucker, 1990)
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by computers. Thus, the contribution of direct labour is
diminishing while that of indirect labour is steadily in-
creasing. Now, cross-functional teams are performing
more work and overheads have greatly increased in
high-tech environments. So, manufacturers need a
more reliable costing method and decision-makers have
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Over emphasis upon what can be done by workers
to increase production may not always yield results.
Modernisation and technology upgradation, full utiliza-
tion of installed capacity and elimination of wasteful
practices should be main concerns in all bargaining. We
have to take into consideration the social and economic
environment in which the workers live. Large scale un-
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been actively involved in redesigning the old-fashioned
costing system. Activity-Based Costing (ABC) emerges
as a promising new methodology because it calculates
overheads more accurately than traditional methods.

Activity-Based Costing

A number of recent case studies indicatc that ABC
method is being widely accepted by industry (Borden
1990). This system has been successfully implemented
in small, medium as well as large manufacturing in-
dustries producing a wide mix of high and low volume
products. Manufacturing activities consume resources
and products demand the manufacturing activities (Park
& Kim 1995). Activity-Based Costing (ABC), developed
by Harvard's Robin Cooper and Robert Kaplan, allo-
cates staff and overhead costs to the product on the
basis of actual consumption of the resources and the
activities required in manufacturing the product (Cooper
& Kaplan 1988; Cooper et al., 1992). ABC is a recently
developed costing methodology that identifies business
activities performed, measures the cost and perfor-
mance of activities, resources and cost objects, assigns
resources to activities and activities to cost objects; and
recognizes the causal relationship of cost drivers and
activities (Bharara & Lee 1996). Activity represents
repetitive tasks performed by each specialized group
within a company as it executes its business objectives.
It is viewed as usage of a resource. Cost drivers are
systematic cause and effect linkages between products
and costs. These drivers reflect the consumption of ac-
tivities by products. Given a better understanding of
cost, management can make far better decisions in
terms of competitive advantages by the use of ABC ap-
proach. Furthermore, the improved understanding and
localization of cost can be used to eliminate low value
high cost activities and hence reduce the cost. This new
cost management philosophy of Activity-Based Costing
has been considered as a building block for Total Quan-
tity Management (TQM).

ABC identifies business activity per-
formed, measures the cost and perfor-
mance of activities, resources and cost
objects, assigns resources to activities
and activities to cost objects; and
recognizes the causal relationship of
cost drivers and activities.

ABC encourages significant breakdown of work ac-
tivities and proper allocations of costs, automatically
making a number of potentially hidden costs more
visible. It permits the important distinction between

resource usage and resource spending. The difference
is unused capacity. Elimination of this unused capacity
permits costs to be reduced. With ABC, the activities are
determined and associated with their specific costs. The
eventual costs depend on the number of activities (each
with their specific costs) necessary to complete the
product (Cooper & Kaplan 1992).

ABC provides a far more actual portrayal of cost
than traditional methods. The fundamental difference
between ABC and TCA systems is that the traditional
costing assumes products cause cost, whereas, ABC
assumes that activities cause cost and the cost objects
create the de nend for activities. Traditional cost sys-
tems use a two-stage procedure to assign as
organisation's indirect support expenses to outputs.
Operating expenses are assigned first to cost pools and
second to the outputs of the production process distort-
ing product costs considerably. The traditional system
assign costs to outputs using volume-drivers such as
machine and labour hours, material purchased and
units produced. In this process, distortions in the cost of
products could occur (Cooper et al., 1992). Activity-
Based costing system differs from the traditional sys-
tems by modeling the usage of all organisational
resources on the activities performed by these resour-
ces and then linking the cost of these activities to out-
puts such as products, services, customers and
projects, as shown in Fig. 1. In particular, Activity-Based
system measures more accurately the cost of activities
where intensity is not proportional to the volume of units
produced. The major differences between ABC and TCA
systems are shown in Table 1.

Traditional costing assumes products
cause cost, whereas, ABC assumes that
activities cause cost and the cost ob-
jects create the demand for activities.

The ABC system is an economic representation of
what is going on in the company. The focus of ABC is
not on the end product, but on the manufacturing
processes and the activities required in manufacturing
the product. This focus on activities has been extended
to management in a philosophy known as Activity-
Based Management (ABM). ABM is a discipline that
focuses on the management of activities as the route to
improving the value received by customers and the
profit achieved (Park & Kim 1995). ABM uses ABC infor-
mation to manage activities and business processes by
providing a cross-functional and integrated view of the
firm. One of the goals of ABM is continuous improve-
ment and this is achieved by managing activities. In
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Fig. 1. Traditional vs. ABC: Two-stage Approach
Source: Cooper et al. 1992)

Table 1: Comparison Between TCA and ABC Systems

TCA Systems

ABC Systems

Cause of Costs

Capacity Expenses

Cost Classification

Cost Driver

Counting Intangibles

Depreciation

Expenses

General
Administration

Marketing and
Selling Expenses

Overhead Calculation

Prediction of
Life-Cycle Costs

R&D Expense

Main Purpose

Products

Budgeted
Production Volume

Fixed And Variable
Costs

Labour Hours,
Material Cost
Machine Hours

Unable to Count

Straight-line Method

Fully Absorbed

A Period Expense

A Period Expense

Inaccurate

Fails to Predict

A Period Expense

Financial Reporting

Activities

Practical Capacity

Variable Costs

As Many as Needed

Able to Count

Machine-Hour
Usage Method

Partially Absorbed

Assigned to Products

Assigned to Products

Accurate
Able to Predict

Assigned to Products

Product Costing

developing ABC model, management must first identify,
analyze and understand the activities involved in the
business process. This is the key to process improve-
ment. The next step in the development of ABC and
ABM will be Activity Resource Planning (ARP), on which
many industrial engineers, accountants and consultants
are working. ABC is an aid to Business Process Reen-
gineering (BPR).

ABC is clearly a team effort. There should be repre-
sentations from operations, industrial engineering and
accounting. The person most associated with the
manufacturing processes at the company should be in-
cluded in the team. The team will have to become
familiar with ABC principals and experiences, typically
through an examination of the case studies and articles
available on the subject in journals and magazines.

Available Literature

Some case studies have been presented for large
companies. Berlant et al. (1989) discussed the im-
plementation of the ABC system for a PC board as-
sembly operation. Shank and Govindrajan (1989)
conducted a field study in a large paper company.
Shraman (1990) also presented a case study on a large
company. Mangam (1995) talked about implementation
issues of the ABC system at Harris Semiconductor. The
company embarked on a project to establish ABC sys-
tem with two main aims: to provide better product cost
for the company’s world-wide manufacturing operations
and to integrate the results of the ABC analysis into
existing standard cost system. Harris had a new system
which was fully integrated and on-line. It not only
provided product costs, but was also used for valuing
inventory, handling excess capacity and providing cost
control through variance analysis.

Park and Kim (1995) developed an economic
evaluation model under the ABC system for Advanced
Manufacturing Systems (AMSs). Today's companies
need to invest in AMSs to remain viable in highly
competitive marketplaces. Investments in AMSs have
changed entire manufacturing processes and even-
tually the cost structure of these processes. AMSs
significantly reduce direct costs and greatly increase
overhead costs. Under this cost structure, labor-based
TCA systems fail to signal the actual overhead costs
incurred in manufacturing. Recent manufacturing ex-
perience suggests that TCA systems are no longer
valid for AMSs.

Angelis and Lee (1996) applied the natural logic of
the ABC system to strategic investment decisions. They
presented a methodology that tied investment decisions
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to ABC concepts using Analytical Hierarchy Process
(AHP). By using AHP, both monetary and non-monetary
benefits could be included in the analysis. They first
developed the relationships between goals, activities,
cost and performance measures and then used the
relationships to make two models: one for cost impact
and the other for performance impact. The goal of their
decision process was to evaluate investment alterna-
tives based on their impact on activities and their con-
tribution to organisational goals. Bharara and Lee (1996)
successfully implemented the ABC system in a small
and high technology medical devices company. They
demonstrated that the methodology adopted could be
applied to medium and large-scale industries too, the
major difference in implementation being the complexity
of the system because of decisions on inventory carry-
ing cost, batch level activities, research and develop-
ment failures, etc.

Fujii et al., (1999) presented a mathematical model
under the ABC system in a high-tech environment. This
decision model was based on integer programming ap-
proach and had the objective function of minimizing the
cost subject to a set of constraints. It was proved that a
detailed and precise cost analysis of each product
through the whole manufacturing system was attainable
in this approach. In India, the ABC system is just begin-
ning to be implemented. A few implementation issues of
the ABC system in Indian context are described in
Seshan (1998).

ABC System: Strengths & Weaknesses

Some significant strengths and weaknesses of the
ABC systems are as follows:

Strengths
Completeness, ease and simplicity

The advantages associated with using ABC over
TCA systems rotate around the former’s simplicity. It is
being widely accepted by big, medium and small or-
ganisations that implementation and utilization of the in-
formation provided by this system are simple. This
approach is practical and can be easily adopted.
Completeness, ease and simplicity are important factors
in its success.

Lower operating cost

The ABC system has lower operating costs. It can
be implemented with existing resources with little or no
further capital investments. It can bring costs down by 5
to 10 per cent.

Better product strategy

After implementing the ABC system, it has been
seen that strategic insights have been gained simply
due to a dramatic shift in the perceived profitability of a
company’s product line. This allows companies to react,
alter product strategy and plan better for resources and
activities required for supporting this approach. This
system discourages making more components and
products to support sales because it penalizes the
product with higher costs the longer it sits in the shop.
It constantly reminds manufacturers about the cost as-
sociated with inventory.

After implementing the ABC system,
strategic insights have - been gained
simply due to a dramatic shift in the
perceived profitability of a company’s
product line.

New direction for cost accounting research

The ABC system has introduced a new direction
for cost accounting research. It is a better way to max-
imize the output with the same resources.

Continuous improvements

One of the benefits of implementation of ABC is
that it provides data for continuous improvement. En-
gineers have found it as a tool to involve the
workforce for continuous improvement. Unlike con-
ventional cost structures, ABC enables understanding
costs as they are incurred, by allocating resources as
they are consumed. It also helps in a more practical
level for long-term measures like product modeling
and pricing. This is achieved by managing activities.
In developing the ABC model, management identifies,
analyses and understands the activities involved in the
business process. It improves manufacturing process
and product design. Products are designed for
manufacturability and maintainability under the ABC
system.

Helpful in bidding large contracts and pricing scenario

Bidding is a competitive process. The management
has to be extra careful in developing a bid. It is one of
the major goals of implementing ABC system in a com-
pany. This system has an ability to estimate the cost of
special orders; once the costs of various activities are
identified, by knowing in advance the activity costs and
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the proportionate consumption of resources, better es-
timate of the cost of the special orders can be made,
and accordingly, an acceptable price can be negotiated.
Special orders cost a lot and some orders may not be
worth the costs and the efforts for the company to ac-
cept them. Special orders are an Opportunity for the
company to increase its market share by entering into
new markets, which in turn will increase profit and
reputation.

Better overhead allocation

TCA systems have deficiencies in calculating ac-
curate overhead costs. In ABC system, overhead alloca-
tion is based on the actual consumption of resources.
Since ABC system focuses on the activities, overhead
allocation under this system is much more sophisticated
than TCA approach.

Better management decisions

Conventional costing does not answer many of the
queries related to business effectiveness. ABC provides
an opportunity to plug the grey areas seen by the ac-
countants in conventional costing. Information provided
by ABC system can be vaiuable not only for product
costing, but also for taking better business decisions.
The most important factor for competitiveness,
profitability and success of organisation is control over
processes. Activity-Based Costing records the costs of
processes and provides information for controlling and
improving these processes. It benefits both strategic
and operational decisions. Organizations are using this
information to make major decisions on product lines,
market segments, and customer relationship, as well as,
to stimulate process improvements and activity
management. ABC can also make significant contribu-
tions to some manufacturing management areas such
as manufacturing performance analysis, capital expen-
diture analysis, strategic investments analysis and
manufacturing strategic assessment.

ABC provides an opportunity to plug
the grey areas seen by the accountants
in conventional costing.

Accurate product cost

ABC measures more accurately the cost of activities
whose intensity is not proportional to the volume of the
output. It can also provide a new product development
cost. There is less costing error in the ABC system.

Identification and performance improvement of value-
added activities

ABC model identifies both value-added and non-
value-added activities as it encompasses all activities in
the organisation. It focuses on value-added activities
and minimizes or eliminates non-value-added activities
to streamline processes. It has an ability to identify
those activities which have maximum impact on the
success of the organisation. It also identifies activities
which support the company's goals and controls the
cost of each activity.

Identification of life-cycle activities

ABC system has an ability to identify life-cycle ac-
tivities like, for example, design and development of
new products, engineering change orders, establishing
quality systems, establishing cost systems etc., which
relate activities to products. These activities depict the
interdependencies of activities in different periods. The
thrust of life-cycle accounting is that the distribution of
costs among various stages of product life-cycle (intro-
duction, growth, maturity, decline and obsolescence)
changes over the life of the product. This system can
also predict life-cycle costs and their benefits. This is
one of its major strengths.

Distribution of costs on various stages
of product life-cycle changes over the
life of the product.

Maximum utilization of resources

In TCA, many indirect and support resources are not
used in proportion to the number of the output units
produced. Activity-Based Costs are allocated to products
based on actual consumption of resources. ABC system
uses all the organisational resources on activities per-
formed by these resources linking the cost of these ac-
tivities to outputs, such as products, services, customers
and projects. It identifies the role of different employees
of the organisation in terms of activities, and accordingly,
responsibilities can be assigned to them.

Ability to count intangible

ABC system is capable of measuring intangibles,
such as product quality, manufacturing flexibility,

~ response to market shifts, customer satisfaction, manu-

facturing lead-time, inventory levels, setups, equipment .
idle time, part waiting time etc. It develops manufacturing
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performance indicators that are more consistent with
long-term competitiveness and profitability.

Deficiencies in ABC System

Some significant weaknesses of the ABC system
are highlighted here.

Not forward and a priori accounting system

Like TCA, ABC is still a backward and a posteriori
accounting system. ABC allocates overheads to depart-
ments and then to each product by tracing the activities
(costing drivers) that cause the costs to occur. However,
it is too difficult to backtrack cost drivers accurately in a
real manufacturing system. It is difficult to value the in-
tangibles properly with a backward and a posteriori ac-
counting system. Therefore, tremendous benefits of
reducing manufacturing lead-time may not be shown in
ABC. The costing system should be forward and a priori
accounting system.

Irresponsible in real time

ABC is still not responsive to the cost drivers in real
time, whenever they occur. In this system, first the ac-
tivities are identified. Then the cost drivers are identified
for these activities and costs are allocated to activities
based on the drivers. Cost accounting should begin at
the earliest stage of production and go forward along
with material flow, so all the cost drivers can be traced
in real time, whenever they occur.

ABC is still not responsive to the cost
drivers in real time, whenever they
occur.

Elaborate

The mechanism of ABC is complex and difficult to
communicate. The real issue is how ABC will be used to
improve manufacturing competitiveness. Important
managerial implications may be hidden or distorted be-
hind the complexity of relationships. So ABC in its
detailed form may not be suitable for some practical
applications. Some modifications can make this system
useful. Many activities in the list can be aggregated into
an identifiable discrete activity. The effectiveness of ABC
system depends on how well it is designed by taking
into account the process characteristics, operating con-
ditions, product mix and management requirements for
cost information.

Too many cost drivers

In a big organisation a large number of cost drivers
exist and this can be a problem (Shraman 1990). It is not
uncommon to identify 40 or 50 cost drivers but 10 is
believed to be the optimum number. In a large company,
factors like interdepartmental relationship can assume a
larger role. A list of all activities in big organisations can
be long. More activities mean large number of cost drivers
and higher accuracy in allocation of cost. However, there
are many practical limitations against using a large num-
ber of cost drivers’ data—collection and manipulation
problems may outweigh any additional benefits in ac-
curacy and can be too voluminous for management to
use the ABC system effectively.

Resistance to change

In any organisation, there are problems with the ac-
ceptance of a new method replacing established
methods. Resistance to change has been an impeding
factor for ABC's successful implementation.

Most of the weaknesses are associated with the
implementation issues of the ABC system. These can
be overcome by careful application of the methodol-
ogy. Proper expertise and experience help in obviating
most of these weaknesses.

Conclusion

Activity-Based Costing (ABC) system improves
many of the shortcomings of the traditional costing
methods. It is a new methodology for accurate product
costing and is being widely implemented in industry.
Effective decision making regarding product pricing and
profitability, capital investment justification, continuous
improvement, and performance measurement is pos-
sible with the use of the ABC system. The ABC ap-
proach will play an important role in the coming agile
manufacturing era. The basic perquisite for the success
of such a programme in any organisation is motivation
and involvement of employees at all levels. ABC has
introduced a new innovative idea for costing accounting
research, but there is still scope for further develop-
ments. Simulation packages may be developed in such
future work. Integration of discrete manufacturing
simulation and Activity-Based Costing may be effective.

Integration of discrete manufacturing
simulation and Activity-Based Costing
may be effective.
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Simulation can provide detailed manufacturing activity
data, which is required but normally difficult to collect,
for the ABC approach.
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Feature

Productivity & Human Resource
Management: An Empirical Study

Kishalaya Dasgupta

This study examines the relationship between produc-
tivity and industrial relations in a sample of five or-
ganisations situated in and around Durgapur industrial
belt of West Bengal over a period of ten years starting
from 1980-81 to 1989-90. On the basis of these empiri-
cal findings, the paper recommends appropriate
measures for improvement of IRs vis-a-vis productivity
of those organisations.

Kishalaya Dasgupta is Commerce teacher at Barjora High School
(HS) in district of Bankura of West Bengal.

Labour productivity (LP) is measured in terms of
Gross Value Added Per Employee (GVAPE) in rupees
while industrial relations (IRs) is measured in terms of
three parameters namely, absenteeism (Abs), miscon-
duct (Mis) and labour turnover (LTO). However, these
parameters have often been ignored by the manage-
ment as insignificant as they do not directly affect the
production of a concern. Consequently, the basis objec-
tive of this study is to examine whether these three
parameters really influence productivity. The collective
and individual impact of these parameters on labour
productivity in respect of sample enterprises is also
studied.

Measurement of Labour Productivity

Productivity measurement of industries is general-
ly based on physical output, economic unit and value
added (VA) methods. VA method has been adopted
in the present study as a measure of output variable
of the productivity equation and input vartable has
been measured in terms of “Total number of
employees”. Value Added has two distinct forms
namely Gross Value Added and Net Value Added
(both in lakhs of rupees). Net Value added (NVA) can
be derived by deducting depreciation of fixed assets
from the Gross Value Added (GVA) by the Company.
But, depreciation being a non-cash transaction, is cal-
culated only notionally, therefore, it invites subjectivity.
Hence Gross Value Added (ie. after deducting of
costs from the value added) has been adopted as a
measure of output of productivity. In the present
study total number of employees means summation
of both white collar and blue collar employees. Gross
Value Added (GVA) in a financial year has been
divided by the total number of employees to obtain
Gross Value Added per Employee (GVAPE) which has
been adopted as a measure of labour productivity
(LP) for the sample organisations.
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Measurement of industrial Relations (IRs)

Measurement of IRs is always a difficult task as it is
a qualitative phenomenon. Hence, it clogs any attempt
to translate it into quantitative terms. Nevertheless, there
are some indices which may be used as surrogates to
understand the state of IRs of an organisation. In par-
ticular, percentage of absenteeism, misconduct and
labour turnover have been selected for measuring IRs
and it is assumed that these parameters are inversely
related to labour productivity.

Standardisation of Formulae

Actual Mandays lost due to
authorised and
unauthorised absence

Total Absenteeism Rate (%) = x100

Mandays scheduled to work

While expressing absenteeism rate, mandays lost
due to economic factors (e.g. price rise, shortage of raw
materials etc.), technical factors and employer initiated
action which have no direct consequence on IRs have
not been considered. Only human related factors or
worker-initiated actions having cognigible consequences
and direct connection with IRs, have been considered.
Nine elements of IRs which are primarily responsible for
mandays loss namely strike, bandh, demonstration,
deputation, gate meeting, agitation, picketing, habitual
long absences, sickness and casual level have beentaken
in the calculation of absenteeism rate.

Misconduct rate has been formulated as follows:

Total number of incidence
of misconduct in financial year
Misconduct Rate (%) =

x 100
Total number of employees
during the period.

Several criteria of IRs have been taken into ac-
count in working out the total number of incidence of
‘misconduct cases such as incidence of theft, sublet-
ting of company quarters to outsiders, submission of
false LTC/LLTC bills, assaults, corrupt practices, bribes
etc.

Labour turnover (LTO) has been expressed as
follows:

Accession Rate (%) +
Separation Rate (%)

Labour Turnover Rate (%) = X 100

2

Total number of accession
Accession Rate (%) =

x 100
Total number of employees

Total number of separation in the
form of quits, resignation, VRS,
terminations, retirements etc.

Separation Rate (%) =

x 100
Total number of employees

In working out LTO rate, cases of promotion and
transfer from one department to another within the
same concern have not been taken into account as
those cases do not in any sense mean instability of
employment at company level. Eight elements of IRs
which are responsible for instability of employment of a
concern namely retirement, voluntary retirement, dis-
charge, termination, dismissal, resignation, quit, acces-
sion have been considered in the expression of LTO rate
formula.

Methodology

Five industrial enterprises having diverse features
were identified using random sampling method to ex-
amine the impact of industrial relation (IRs) on labour
productivity (LP). Specific norms like average fixed capi-
tal per employee; forms of ownership; industry affiliation
and single or similar product firm, were considered and
those organisations which are basically loss making
concerns, subsidiary companies and multiple product
firms were rejected. Durgapur industrial region of West
Bengal was selected for this empirical study. At the hub
of industrial activity, Durgapur a vibrant industrial city of
West Bengal has 117 registered industrial enterprises of
which 94 are small and medium concerns, the remain-
ing 23 being large scale enterprises. Only large scale
industrial enterprises are dealt with in this study. Out of
23 large scale concerns, ten belong to public sector
units while thirteen are private sector units. Five large
organisations were selected for the study of which two
are from public sector and three from private sector.

Company wise data pertaining to productivity and
parameters of IRS in respect of the five sample or-
ganisations were collected and tabulated for a period of
ten years starting from 1980-81 to 1989-90. Data was
collected from two different sources; Productivity re-
lated data from published annual reports, returns and
accounts of sample organisations and data pertaining to
absenteeism, misconduct and labour turnover from
records and reports maintained in the department of
personnel management and industrial relations (Table
1). After collecting the necessary data, a tabulation plan
was worked out. For finding out the collective and in-
dividual impact of the three parameters of IRs on labour
productivity (LP), a linear regression equation was ap-
plied with labour productivity as dependent variable
and the three parameters as independent variables.
First, the collective impact of the parameters on labour
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Table 5: Significance level of Absenteeism (X1) at company level

Parti- No. of DF a,—0 TV at 99% Difference

culars observations CV =§_€6fx_, significance level

ASP 13 11 32.629789 tos1 = 1.796 Cv>TV

MAMC 11 9 42318252 tosy = 1.833 CV>TV

PCBL 12 10 10.594932 tos0 = 1.812 CVv>TV

Graphite 12 10 10.331761 tos0 = 1.812 CV>TV

IAEL 11 9 6.7991335 tosg = 1.833 CV>TV

t, = Test statistic of Abs (x,) coefficient a, = Regression coefficient of (x,)

CV = calculated value TV = tabulated value

SE = Standard error

Table 6: Total absenteeism rates and their distribution on basis of contributory factors

Particulars Combined ~ Public Sector Private Sector
AM SD AM sD AM SD

Total absenteeism rate (%) 14.52 0.69 15.27 0.265 14.02 0.369

Authorised rate (%) 10.61 0.40 10.99 0.235 10.35 0.255

Unauthorised rate (%) 3.91 0.32 4.25 0.020 ) 3.67 0.151

Factors

Strike (%) ' 0.86 0.14 1.01 0.056 0.76 0.103

Day to day IR problems (%) 0.90 0.13 1.02 0.030 0.81 0.097

Other factors (%) habitual 2.15 0.13 2.25 0100 2.09 0.967

absenteeism

Personal, Social-religious 7.36 0.17 7.48 0.140 7.28 0.142

causes (%)

Sickness (%) 2.63 0.18 2.80 0.082 2.51 0.135

Accident (%) 0.62 0.09 072 0.019 0.54 0.125

Table 7: Value of R® along with significance level of misconduct (Xg)
with GVAPE (Y)

Parti- Value DF Ccv TVat99%  Difference
culars of R? a,—0  significance
L =SEof % level

ASP 96 11 16304295 tgg, = 1796 CVIV
MAMC 94 9 12929635 tgsg = 1.833 CVIV
PCBL 92 10 10.594932 tg5,, = 1.812 CVTV
Graphite 91 10 64680176 tgsqq = 1812 CVIV
IAEL 69 9 10170273 tgse = 1833 CVIV

CV = Calculated value

TV = Tabulated value

t, = Test statistic of Misconduct (x,) coefficient
X, = Misconduct

a, = Regression coefficient of (x,)

SE = Standard error

Allied Machinery Corp. Ltd., and 0.7 per cent, 13 per
cent and 0.2 per cent for the remaining three organisa-
tions respectively (Table 8). These data indicate that the

_impact of labour turnover on labour productivity is neg-

ligible. Furthermore, test of significance model also
clearly indicates that LTO has no significant relation with
LP of a concern (Table 8) contradicting the common
view regarding the association between labour turnover
(LTO) and productivity. High rate of LTO would definitely
affect the productivity of a concern adversely as new
employees who replace the old and efficient workers
may not be equally productive. But, the paradox noted
here may be the effect of technological advancement.
Modernisation has taken place in almost all sample or-
ganisations during the last decade, as a result, some of
the employees become redundant which leads to
separation of employees in the form of voluntary retire-
ment, quit, resignations etc. The findings of the study .
reveal that excess and unproductive employees have
left the organisation; as a result labour productivity has
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Impact of labour turnover on labour
productivity is negligible contradicting
the common view regarding the asso-
ciation between labour turnover (LTO)
and productivity. The paradox noted
may be the effect of technological
advancement.

not been affected, albeit, it does not lead to conclude
that labour turnover (LTO) has no relation with labour
productivity (LP). Before coming to any definite con-
clusion, further investigation should be conducted on
this issue.

Table 8: Value of R® along with significance level of LTO (Xa) with

GVAPE (Y)
Company Value DF cv TV at 99% Difference
of R? - a,—0 Iseisgliﬁcance bTeVm;i’n
SE of x4 oy
ASP 02 11 1515853 tps,, = 1796 CV<TV
MAMC 10 9 07425454 to5o = 1.833 CV<TV
PCBL 07 10 15197423 tgs,, = 1.812 CV<TV
Graphite 13 10 1.2281088 g5, = 1.812 CV<TV
IAEL 0.2 9 0.1942195 tgso = 1833 CV<TV

CV = Calculated value TV = Tabulated value
ty = Test statistic of LTO (x3) coefficient x; = LTO

a, = Regression coefficient of (x,) SE = Standard error
< = Less than

Collective Impact

From the analysis of the multiple impact of the three
parameters on labour productivity, it has been observed
that all these parameters have inverse relation with
productivity (Table 9). The computed coefficient of cor-
relation between these three parameters and labour
productivity generally for the sample organisations has
turned to be very high as its R® records 94 per cent and
.the company wise coefficients of correlation in respect
of sample organisations mark 99 per cent in Alloy Steel
Plant (ASP), 97 per cent for Mining and Allied Machinery
Corp. Ltd. (MAMC), 93 per cent each for both Philips
Carbon Black Ltd. (PCBL) and Graphite India Ltd. and
89 per cent for Indo-American Electricals Ltd. (Table 9).
For finding out the particular parameter having highest
influence on labour productivity, company wise graphi-
cal representations have been resorted to using the
respective company wise regression equations. The
regression equation applied for the company wise study

usually consists of three variables. Two variables of the
equation are kept constant and the third one is allowed
to vary in the year of assessment. In this way, LP values
of a company for the study period have been worked
out. Thereafter, these LP values and the corresponding
values of the variable which has been allowed to vary,
are then plotted in a graphic to draw best fit curve for
the three variables which will help to find out the in-
dividual influence of a particular parameter on labour
productivity. In this way, fifteen best fit curves for five
sample concerns have been drawn. It is observed that
all the curves are downward sloping signifying, higher
the rates of absenteeism, misconduct and labour turn-
over, lower would be the labour productivity and vice-
versa. Comparing the nature of the curves, it has been
observed that absenteeism has highest influencing
power on labour productivty. Application of test of sig-
nificance model indicates clearly that the relation of ab-
senteeism and misconduct with labour productivity is
significant at the 99% significance level while influence
of labour turnover on labour productivity is insignificant.

Table 9: Regression output and collective influence of X1, X2 and X3

on GVAPE (Y)
Company Value Constant Abs (X1) Miscon- LTO coef
of R? Value  Coef (SE) duct (X2) (X3) (SE)
(SE)
ASP 99 8361611 -.376347 -1.260301 -.136131
(.126239) (.078575) (.673039) (.0887731)
MAMC 97 612985 -.00934 -663157 —.009341
; (.019150) (.00121) (.12976) (.004925)|
PCBL 93 23.5855 -1.06479 -.40082 -.96126
(.933049)  (.57350) (.66110) (.82216)
Graphite 93 14680976 -.611129 -.388643 -1.241392
(627572) (.32813) (.53861) (1.131017)
IAEL 89 9.307837 -.5012806 -.189340 -.058006
(271104)  (.14590) (.10786)  (.27419)
Recommendations

Inthe light of these findings, some recommendations
have been suggested for improvement of productivity.

e The management should take proper steps to
control absenteeism among employees. For
reducing absenteeism rate, particularly that
caused by leave taken according to rules and
regulations, the management should introduce
suitable incentive plans and leave encashment
facilities.

e Reward for maintaining punctuality may be ef-
fective in reducing late attendance. Proper in-
centives with monetary and non-monetary
benefits should also be provided so that
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employees become reluctant to take leave and
develop regular attendance.

The impact of incentive schemes should also be
assessed from time to time. However, the ex-
perience of Alloy Steel Plant (ASP) and Mining
and Allied Machinery Corporation (MAMC) of
our sample enterprises indicates that granting
adequate incentives and benefits has not al-
ways served the purpose. For reducing un-
authorised absences the rules and regulations
should be strictly enforced.

The management should provide adequate
facility of outdoor and indoor medical treatment
for workers and their family members. In case
of indoor treatment of family member of a
worker, nursing facility should be adequately
provided so that workers may not be absent on
account of attending on the patient. There
should be proper and speedy treatment for
employees. Accident at the site and elsewhere
may be one of the reasons for absenteeism.
The management must ensure adequate safety
rules to mitigate them.

In order to improve productivity, employees
who are usually committing misconduct should
be identified and proper programmes according
to the nature of misconduct should be prepared
for their counselling. For controlling minor of-
fenses which are comparatively high in private
sector units, management of such organisa-
tions should insist on employees adhering
strictly to the rules and regulations.Interviews
reveal that bad habits and two or three visits a
year to native villages during harvesting season
are principal reasons of chronic absenteeism.

To uproot bad habits like alcoholism and gam-
bling, personnel management should visit the
house of the concerned worker and include the
worker and his family members in discussions,
meetings and personal contact programme.

For controlling corrupt behaviour of employees
in public sector units, greater emphasis should
be laid on individual discipline. Attention has to
be focussed on group dynamics, specially for
controlling violent behsviour which is compara-
tively high in public sector units. They should
also involve trade union leaders. so that such
behaviour can be discouraged and isolated.

Training programmes should be arranged
regularly so that the potential of available
human resources of a concern are better
utilised. Proper performance appraisal scheme
should also be developed and implemented to
highlight the potentialities and deficiencies of
employees. Accordingly, training and develop-
mental programmes should be formulated.

Training programmes designed for behaviour
modification and changes have a considerable
impact on absenteeism. Training and orientation
programmes helping self development should
not only be arranged but also evaluation of
these programmes should be made from time
to time.

To develop work culture in the organisation, it is
imperative to nurture, develop and motivate
team spirit to perform the assigned jobs confi-
dently and efficiently. Attitude of cooperation
and sense of belongingness among employees
improves the morale, accordingly welfare
facilities should be introduced.

Trade union leaders and managers should give
greater emphasis on productivity improvement.
It is important to highlight that productivity im-
provement is not a specialised function, but
concerns everyone from top management to
the lowest category of workers, hence all
should be associated with productivity improve-
ment efforts.

O
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Feature

The Human Face of Service Quality

Harsh V. Verma

Markets are now becoming fiercely competitive. The
scramble for customers is getting intensified. Securing
edge over rivals is a major challenge facing marketers.
Taking customers as a number causes deemotionalisa-
tion and dehumanisation of the marketing process. The
focus tends to be limited to the rational aspects. A
strategy that focuses on the human side can be an
effective way to competing in the current environment.
The marketer must concentrate on the human aspects
of service delivery to create bonds with customers.

Harsh V. Verma teaches Marketing at the Facuity of Management
Studies, University of Delhi, Delhi-110 007.

Competitive pressures are forcing managers to re-
search the logic behind practices they have inherited
from previous generations. Each and every aspect of
marketing is under close scrutiny. Questions frequently
asked include: does the concept hold true in present
day context? One such battered practice is the view of
market. The market should not be taken as an ag-
gregate number either in rupee or volume or percentage
terms. How could a marketer really provide satisfaction
working backwards on the concepts of ‘takers’ as
market, an emotionless construct?

There has been a clean sweep in managerial
mindset in the nineties. The focus seems to have shifted
from markets to the customer or consumer. The result
is, instead of being totally glued to numericals that indi-
cate market performance, managers now focus on
micro constituents. The star now is customer. And the
concern now is on ‘through put'—that the customer
once subject to a firm’s experience is retained for a long
time. The idea is to keep and preserve a customer—in
the form of a cherished relationship. It is a marketing
imperative, not manager’s benevolence. There just
aren’t enough customers to maintain a running flow of
‘incomers’ to the firm.

Instead of being totally glued to numeri-
cals that indicate market performance,
managers now focus on micro con-
stituents. The idea is to keep and

preserve a customer.

Benefits from Loyalty

As markets approach saturation levels, the supply
of new customers is becoming limited. In order to
replace the displaced customers, poaching is essential.
It costs more to attract others’ customers. Also, they
need reasons as to why they should quit the existing
supplier. Luring competitor's customers requires a lot of
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advertising, distribution, precmotion, and persuasion ef-
forts. However, these are all hard to come by in tough
competitive conditions. Product parity is another reason
why customer attraction is difficult.

On the other hand, customers that are likely to stay
with the firm longer are advantageous in a number of
ways. Various studies document (Reichheld & Sasser,
1990) the benefits of customer retention. A greater
proportion of long term customers helps save on cus-
tomer attraction costs, provides scope for premium
prices, reduced operating costs, increased purchases
and profits from referrals. Studies conducted in past
have demonstrated that a modest increase in retention
rate can contribute very substantially to a firm's
profitability. Thus there seems to be a case for making
customers loyalty prone. But important issue is—what
motivates a customer to stay loyal to a marketer, espe-
cially in tough competitive conditions?

Customer retention helps a firm save on
customer attraction costs, provides
scope for premiumn prices, reduced

operating costs, increased purchases
and profits from referrais.

All Satisfiers Now

The pivot of marketing concept—achieving cus-
tomer satisfaction has long been buried in the text
books. American enterprises learnt the lesson that
quality is not elimination of defects —the hard way. Also,
guality is not something that is a matter of concern for
the production manager, rather it is an organisation
wide responsibility. And finally conformance to
specification is not the end to quality. It is conformance
to customer purpose. Japanese are to be credited to
have taught the world the quality lesson. For example, it
is not appropriate to look at defect in percentage terms,
rather they saw defects ‘per million’.

It is known that ‘me-toos’ kill a product category.
Product aping at mass scale destroys differentiation. It
erodes competitive edge of differentiators by shifting
competition to price. Me- tooism appears to be descend-
ing in the field of quality too. From a state of pervasive
inferior quality in the early phases of industrial revolution,
many firms gained edge over others by adoption of
quality. Then came a divide between quality players and
inferior quality players. Manufacturing was the sector to
hit this phenomenon first. The case in point is American
manufacturers and Japanese manufacturers. The wedge
between satisfiers (Japanese) and dissatisfiers (American

and the western companies) gradually got blurred as
firms realised the value of quality. American companies,
to a great extent, successfully adopted quality to combat
the onslaught of Japanese.

Markets seem to be again on the threshold of a
change. Quality, once a powerful differentiator is losing
its lustre. There has been a commoditisation of quality.
Increasingly quality is becoming a common
denominator. It is minimum entry ticket for any firm to
be able to take part in the marketing game. Provision of
quality goods and services is fast becoming a norm
rather than exception. If SAS and BA took the lead in
quality service provisions, it is now the rest of the pack
of international carriers that have duplicated their
moves. If Toyota and Mazda pioneered quality in
automobile to start with, better-late-than-never American
firms like Ford and GM have succeeded in achieving
great closeness. Advance in technology is the basic
drive behind this quality revolution. Acceleration in dif-
fusion of technology is fuelled by information technol-
ogy. Nothing remains proprietary for long. The time gap
between pioneers and followers is getting narrowed.
Concepts like zero defect, competitive bench marking,
poka yoke, continuous improvement have contributed
to releasing quality from the bastion of a few marketers
to masses.

Provision of quality goods and services
is fast becoming a norm rather than
exception.

Effect on Consumer

The great sufferers in this whole quality revolution
are some marketers—those who lag behind in the
quality development race. Marketers have long relied
upon unigueness of their offerings to attract customers.
The commonness of quality among marketers is emerg-
ing as the main reason of customer indifference. It is
product parity syndrome. First, products went into
parity spiral. Now it is services that are on their path
towards commonness. For example, about 60 per cent
of customers feel no real differences between the big
banks (M O R | Pall, 1991). In their bid to retain cus-
tomers, some international carriers introduced frequent
flier programmes. But their uniqueness was lost as other
airliners started their own version of FFP. This copying of
FFP rendered the pioneers at par with the others. The
result of this degeneration is evident in passengers op-
ting for multiple FFP offered by various carriers.

Marketers have conventionally focused on deliver-
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Selected Titles of Interest
Materials Management A.S. Balhotra Rs. 160.00
This book deals with New Productive Concepts in Materials Management to improve overall profitability
of industries. Various tools and techniques used in material management have been consolidated to
enable materials management executives to initiate useful actions for better utilisation of materials in all
sectors.
Plant Layout and Materials Handling B.P. Dhaka Rs. 60.00
The book brings together important factors which influence practical plant layout in design, planning and
location. It also takes into account materials handling systems for improving productivity. It deals with
the methodology and phases of a good plantlayoutsystem and explains practical examples with sufficient
illustrations.
Quality Circles Ajit Singh Rs. 160.00
This book elaborates on the methods of improving the total quality of an organization through developing
quality circles. Formation of quality circles, concept, philosophy and principles are discussed with case
studies and illustrations. It is useful for all levels of employees in an organization.
Value Engineering K.R. Chari Rs. 60.00
Thebook presents in a nut-shell the importance of Value Engineering and Analysis for Cost Reductionand
Value Improvement in all areas of activities relating to materials, processes, systems and engineering. The
book is an excellent treatise with examples and illustrations.
Boiler Operation Manual Rs. 140.00
The updated manual covers new developments in pulverized fuel, oil and gas firing. Topics such as steam
and water, waste heat recovery, air pollution and Indian Boiler Acthavebeen incorporated. This book can
be used by the operators to solve their day to day problems.
From Waste to Profits
(i) Waste Minimisation in Agro Residue-Based Pulp and Paper Industry:

by the Sr. Consultants of NPC’s Environment Division. (TM-25) Rs. 200.00
(ii) Waste Minimisation in Pesticide Formulation Industry:

by the Sr. Consultants of NPC’s Environment Division. (TM-26) Rs. 200.00
(iii) Waste Minimisation in Synthetic Textile Dying and Printing Industry:

by the Sr. Consultants of NPC’s Environment Division. (TM-27) Rs. 200.00

Place your order with
Senior Deputy Director
(Productivity Information & Publications)
National Productivity Council
Utpadakta Bhawan, Lodi Road, New Delhi-110 003
Ph.: 46903331-2-3, 4611780, 4625447
Web: www.npcindia.org ® E-mail: npc@ren02.nic.in
e Gram: Productivity ® Fax: 91-11-4615002 _




Place your order with

Journals Division

CBS Publishers and Distributors

4819/11, Prahlad Street, 24 Ansari Road
Daryaganj, New Delhi-110 002
Ph.: 3289259, 3266867, 3266861
Fax: 91-11-3266838, 91-11-3276712
: E-mail: cbspubs@del3.vsnl.net.in




