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NATIONAL PRODUCTIVITY COUNCIL

The National Productivity Council is an autonomous organisation
registered as a Society. Representatives of Government, employers, workers
and various other interests participate in its working. Established in 1958, the
Council conducts its activities in collaboration with institutions and organisations
interested in the Productivity drive. Local Productivity Councils have been and
are being established in industrial centres,

The purpose of NPC is to stimulate productivity consciousness in the
country and to provide services with a view to maximising the utilisation of
available resources of men, machines, materials and power; to wage war
against waste; to help secure for the people of the country a better and higher
standard of living. To this end, NPC collects and disseminates information about
techniques and procedures of productivity. In collaboration with Local Produe-
tivity Councils and various institutions and organisations it organises and con-
ducts training programmes for various levels of management in the subjects
of productivity. It has *also organised an Advisory Service for industries to
facilitate the introduction of productivity techniques.

NPC publications include pamphlets, leaflets and Reports of Productivity
Teams. NPC utilises audio-visual media of films, radic and exhibitions for pro-
pagating the concept and techniques of productivity. Through these media NPC
seeks to carry the message of productivity and to create the appropriate climate
fer increasing national productivity. This Journal is an effort in the same
direction.

The Journal bears a nominal price of Rs. 1.50 per issue and is available
at all NPC offices. Annual subscription (Rs. .00 to be sent by cheque in favour
of ‘National Productivity Council, New Delhi) is inclusive of postage !

Opinions expressed in signed articles are those of the authors and do
not necessarily reflect the views of NPC.

All material in the Journal may be freely quoted or reprinted, but
acknowledgement is requested, together with a copy of the publication con-
taining the quotation or reprint.
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We have to prepare ground for our next ‘jump’, and not the next
step .. The devil is at our heels..) should like you to have this
kind of feeling...] want work and work and work. | want achievement...
) want you to do big things. 1 want you to build up India. That is the spirit in
which you have to undertake this job. ..let us go swiftly and definitely in the
direction of a socialistic economy. ..

...apart from the practical results which we have achieved, and these
are considerable, there is something even mare important, even though it can-
not be measured and weighed. This imponderable factor is the spirit of the
people, the removal of inertia in thought and action, the development of a
team spirit in national work and the sense of partnership in great under-
tokings. ...

All the factories that are coming up in India are interesting in them-
selves, but to me they are rather symbols of something bigger that is taking
place. . .Some of us in our own way are also engineers, human engineers; try-
ing our utmost to weld and integrate, There are so many odd pieces in this
country which require welding together. ...

.. Ahere are still people...who talk about laissez faire economy. For
me that is o bullack cart variety of economic thought, which has no relation
with the present. . .1 call that a bulleck cart way of thinking to talk about pre-
ordained, pre-destined, petrifying economic phenomena. Surely, economic
science and industrial science have advanced since those ideas filled the minds

of pecple. ...

.. .we must realise that this is an age of dynamic change, and we have
passed the stage when a few persons, whether they call themselves govern-
ment or captains of industry, could control the many-faceted life of a country
and lay down the decree. One has to find an equilibrivm among the various
forces at work. In finding this equilibrium in a democratic country one has to
take the vast masses of the people into confidence. One has to produce a sen-
sation in them that they are partners in the vast undertaking of running o
nation, partners in government, partners in industry . ...

JAWAHARLAL NEHRU



Sharing
The Gains of Productivity

THE attitude of NPC to Sharing the Gains of Productivity is one

of active neutrality. By its constitution and functioning, NPC is
bound to be neutral as between the various factors of production that
participate in the industrial process. But since the non-settlement of
issues involved in sharing the gains of productivity is itself a hurdle to
the progress of the productivity movement, NPC is actively interested in
seeing that it is settled on an incentive basis: that is to say, the gains of
productivity should be so shared that the decision-making authorities
should be motivated to make such decisions as are conducive to higher
productivity, and that the working class should be simultaneously and
strongly motivated to participate in such decision-making processes, as
also in the carrying out of such decisions. It is in this sense that the
NPC is anxious to force the issue, simultaneously affirming its positive
neutrality in regard to the distributive process.

In order, however, that the paramount objective of maximum pro-
ductivity may be achieved rapidly, the President of NPC, in an article
printed in the last issue of this Journal, stated the position with regard
to the problem as follows: *....on one thing I should be unequivocally
clear both as the Minister of Industry of the Central Government and
the Fresident of NPC that the first and prior claim on increased pro-
ductivity, must be higher remuneration for labour. We must write this
in our industrial cocde and make it clear both by words and deeds that
the gains of higher productivity must primarily be devoted to raising
the remuneration of labour to fair wage level. The consumer by way
of reduction in prices or holding on to a reasonable price line must be close
second in sharing the gains of productivity. The industry will undoubtedly
reap the benefit of both these gains and much more, the consequential
benefits of development and production ...”

The policy of the NPC, with regard to the broad issues involved
had also been stated by Dr. PS Lokanathan in an article on the Funda-
mentals of Productivity which appeared in the February-March issue of
this Journal. The principles stated by him may be read together in the
context: “No social system can work without the willing cooperation of
the working class . . . A more productive reorientation of the economy
requires a positive and of course an egalitarian philosophy . . . We shall
succeed in our productivity drive only to the extent that we make life
tolerable, if not, comfortable for the small man....” In this connection
Dr. Lokanathan quoted the Directive Principles of the Constitution which
have a bearing on sharing the Gains of Productivity : “That the citizens
. . .have the right to an adequate means of livelihood . . .That the
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operation of the economic system does not result in the conceniration of
wealth. The State shall make provision for securing just and humane
conditions of work . . . a living wage, a decent standard of life and full
enioyment of leisure and social and cultural opportunities....” Apart
from the Constitution, the Sovereign Parliament having resolved that
India shall be a Socialist State should satisfy the working class with regard
to the basic attitude of Government to the distributive process as a whole.

These big political and economic issues will, of course, be solved
over a period by the free working of democratic forces. NPC being pri-
marily interested in the productivity drive would like to focus attention
on such increases in productivity that can be rapidly achieved and would,
therefore, like that some workable schemes at the plant level be devised as
to the sharing of incremental or marginal productivity, so that tae appli-
cation of productivity techniques should not for want of such settlement
be held up.

It would, therefore, be desirable that the subject of productivity in
a whole industry or economy be kept out of debate, for decision on such
big issues—which will in any case take time—might not come in the way
of many small gains that can otherwise be secured at the plant level. NPC
would like to contribute to the clarification of such matters as stand in
the way of taking productivity decisions at the plant level In the first
instance, we need to avoid confusion as between an increase in output and
an increase in productivity. While labour is entitled to negotiate for its
share in increased receipts on any account, it is essential for the purpose
in view not to mix up issues. It is only an increase in productivity that
has to be and must be shared, while an increase in output brought about by
methods other than through the employment of productivity techniques
is a different matter to be settled in its own way.

The argument is equally applicable to large receipts arising out of
higher prices for the products sold by a firm, It is essential to keep the
working of market forces outside the purview of this debate; but once
again, capital and labour are entitled to negotiate with each other, if the
working of market forces becomes favourable or adverse to any particu-
lar party in the industrial process., This is only to isolate the gains re-
sulting from the application of productivity techniques, as such.

In order, further to clarify the issues involved, the points of view
respectively of the employers and of the workers have been stated below,
as they themselves would like to state their respective positions. The
following paragraphs, therefore, do not reflect the NPC point of view but
the parties’ own point of view in practically their own language.

Employers’ Point of View: (i) Productivity is essentially a Management
responsibility, both under capitalistic as also socialistic arrangements. Management
is a function with concentration on producing given products at the lowest possi-
ble cost, (i) As increases in productivity are due to decisions taken by Manage-
ment and are the result of their thinking and planning, Management can claim
a sort of pre-emptive right on the gains of productivity, (iii) Labour is not entitled
to share in the gains of productivity because it In fact resists the employment of
productivity techniques. Labour is really not interested in cutting costs, mainly
because the major element in manufacturing cost is the wages bill but also because
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cutting costs pgenerally means a heavier workload or greater carefulness in the
handling of materials ete. (iv) Gains of productivity, being of a residuary nature,
are really a part of profits to which the Management is entitled.

The Labour Point of View: (i) Productivity increases are not possible with-
out the active cooperation of Labour. This cooperation can only be given on the
very distinet understanding that the gains of productivity accrue to Labour, reason-
ahie allowance being made for any costs involved in the installation or working
of productivity techniques. Such prior understanding is essential, since the imme-
diate gains of productivity accrue directly to the employers. (ii) In sharing the
gaing of productivity, it has to be taken into consideration that the present level
of wages is sub-human. Paramountey of the social interest, therefore, enjoins that
the gains in productivity should in the first instance be devoted to raising wages
to a fair wage level. Labour would, therefore, be agreeable to full participation
in the achievement of productivity increases, provided a distinet understanding
was arrived at that the gains in productivity would be devoied to raising their
emoluments to a fair wage level. (iil) Disparities between the incomes of the
working and owning classes are so large as to act as a disincentive to Labour.
It is, therefore, essential, even purely as an incentive, that Labour’s claim to the
gains of productivity should be recognised in practice. (iv) The Directive Prin-
ciples of State Policy, the general slant of the Indian Constitution and its require-
ments of citizenship, practically underwrite the claim of Labour to the gains of
productivity. (v) While increase in productivity is wholly a plus factor for
Management, it has, for Labour, two large minus signs: (a) an immediate reduc-
ton in the employment potential; and (b} an increase in the workload.

Both these points of view, that of labour as well as of management,
have to be taken into account when any decision with regard to sharing
the gains of productivity has to be taken. The NPC, however, would not
like to minimise the difficulties involved in any such settlement. The
fact is that the gains of productivity appear as part of gress profits. In
most cases, they are largely of an indeterminate nature and the issues
involved can only be settled as a matter of collective bargaining between
employers and workers in a given firm.

The NPC is confident that given progressive management and good
industrial relations, it should not be difficult to arrive at an equitable dis-
tribution of the gains of productivity, taking into consideration both the
management as well as the labour points of view, elaborated in the pre-
ceding paragraphs.

In certain cases, however, where increase in productivity is directly
attributable to the suggestion of a given employee or a group of em-
ployees, their pre-emptive right to a major share in the gains of produc-
tivity should be recognised. On the other hand where increases in pro-
ductivity are due to management deecisions, the employers would be en.
titted at least to the costs incurred and a part of the savings subject to
the overriding condition that the workers are entitled to a minimum stan-
dard of living, both as workers and as citizens. In fact, if industry were
to recognise the prior claim of minimum wages on its resources, the prob-
ﬁm cgf sharing the gains of productivity would become less intractable

an it is.
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With regard to this problem, the NPC point of view was put for-
ward by Dr. Lokanathan at the last NPC Conference on Productivity,*
while emphasising the importance of the human factor in productivity
increases: “... I think, if I may say so, this is the one way by which we
can resolve most of our difficulties.... Every person has children and
these children have to be educated; they must alse have a house to live in.
If the employers feel this way and lock at it from this point of view, the
sharing of the gains of productivity becomes easier, because whatever may
be said, there is a basic minimum which has got to be provided and it has
to be provided from industry...”

* See the article on NPC, page 3326.

PRODUCTIVITY PRAYER

“lord ... Keep me from getting talkative and particularly from the
fatal habit of thinking | must say something on every subject and on every
occasion ... Release me from craving to try to straighten out everybody's
affairs . . . Keep my mind free from the recital of endless details—give me wings
to get to the point ... Teach me the glorious lesson that occasionally it is possi-
ble that | may be mistaken ... Keep me reasonably sweet; | do not want to
be a saint: some of them are so hard to live with; but a sour old woman is one
of the crowning works of the devii ... Make me thoughtful, but not moody;
helpful but not bossy ... With my vast store of wisdom, it seems a pity not fo
vse it all—but thou knowest, Lord that | want a few friends at the end . ..".
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Productivity and Human Relations
Vv K R V Rao*

More than any other country in the world, we in India are faced
with the problem of productivity in indusiry: more than any other coun-
try in the world because we do not have a plenitude of capital resources.
Our investment funds, whether of domestic origin or obtained from ab-
road, are grossly inadequate from the point of view of the industrial
requirements of the country. This means in turn that we have to lean
more heavily on the power of our human-beings, on the skill, steadfast-
ness, discipline, enthusiasm and capacity of the human factor, which

means both labour and management.
that we in this country have got to

In view of the greater reliance
lace on the human factor for the

increase of productivity, it is_particu arly important that we should try
and examine what we may call the human aspect of productivity.

THERE is no need to dwell upon the
importance, for us, of increase in pro-
ductivity. With our high rate of increase
in population, unless productivity in-
creases much faster than the increase in
population and also sufficiently fasier
both to afford an increase in saving and
an increase in consumption standards,
our economic future is very bleak in-
deed. Sometimes people do not realise
the extent or the magnitude of the prob-
lem that is involved in Indian economic
development. For example, when we
talk of the increase in national income,
whether the increase contemplated is 3
or 4 or 5 per cent per year, whatever the
figure may be, a part of the increase in
that national income automatically gets
absorbed by the increase in population;
and the rate of increase in population is
estimated at something like 1.8 per cent
in a year. In other words, something of
the order of 2 per cent of the national
income increase is required merely for
the purpose of maintaining the status
quo, merely for the purpose of looking
after the needs of the increased popu-
lation. Therefore, whatever be the rate
of increase in national income, some-

* Vice-Chancellor, University of Delhi

thing of the order of 2 per cent can be
written off, so to speak, right from the
start. What is left to handle is really that
part of the increase in national income,
which is in excess of 2 per cent and
everybody knows that even an increase
of 2 per cent in national income is a
high rate of economic growth.

From the increase that would take
place in excess of this 2 per cent, we
have to find the increase in the rate of
saving. We have to increase the rate
of saving which now stands or is sup-
posed to stand at—nobody really knows
—around 8 to 8} per cent. From that,
the domestic rate of saving hag to be in-
creased to something like 17 per cent in
the course of another ten years or so.

This increase in the rate of saving is
derived from the increase in the rate of
national income which has also to bear
some increase in consumption. Without
some increase in consumption, without
some increase in living standards, we
cannot get any increased productivity at
all or to stimulate any enthusiasm or co-
operation or industrial discipline. Obvi~
ously, the masses of the working popu-
lation would demand—and one cannot
blame them for that—that at least some
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increase should take place in their cur-
rent levels of consumption. Putting all
these things together, we will need a
rate of increase in national income of not
less than 4 per cent a year or probably
something like 5 per cent a year, if we
really want to get through the project of
doubling the national income by 1971, or
doubling the per capita income by 1974,
which means about 30 per cent every
quinguennium.

How is this increase to be brought
about? Obviously, this cannot be done
only through agriculture. No doubt, we
will have increase in agricultural pro-
duction, but this will not be of the order
required to finance both the required in-
creases in consumption and in saving;
nor will the tertiary sector give us the
required increase in real terms. We have
therefore to turn to industry as the
major factor in economie growth. In-
dustry alone can give the nation a regu-
lar and sufficiently high rate of addition
to the national income, In fact, this has
been so even during the first eight years
of planned economy, and it has got to
be still more so during the third and sub-
sequent plan perieds. The annual order
of increase required in industrial pro-
duction would be ten to twelve per cent;
and this increase is to be brought about
solely as the resuilt of increased invest-
ment, The volume of capital required
for this purpose would be beyond our
resources, either domestic or foreign.
Everybody knows about the vast gaps
between investment and returns and
even if we have the enormous capital
which may be required for effecting an
increase of 10 to 12 per cent in output,
it will take quite a while before the in-
creased capital equipment makes itseif
felt sufficiently in terms of increased in-
comie.

It is therefore absclutely essential
that we should turn our attention to in-
crease in productivity through better or-
ganisation of the human material in in-
dustry—it is almost a matter of life and

death for us in India today, much more
than in any other country—the organi-
sation of the human material in indus-
try in such a manner as to bring about
only through such reorganisation, all
other things being given, an increase in
productivity of not less than 3 to 4 per
cent or 3 per cent a year, In other words,
we want to solve the human problem
in industry so that productivity is increa-
sed by about 4 to 5 per cent without any
extra investment or capital—either do-
mestic or foreign. To my mind this in-
crease in productivity in industry by a
sensible handling of the human’ factor
is one of the most important require-
ments for successful planning in India.

It is really a pity that what we call
the ‘human factor’ in economic develop-
ment has received so little attention in
India at the hands of both the planners
and the economists. There is far too
much of a mechanistic approach to eco-
nomic development in this country and
everyone seems to think that economic
development merely means having more
capital so that if we invest x, we automa-
tically get the increase in national in-
come of x|3 or x4 or some other fraction.
Certainly that kind of mechanistic ap-
proach to planning is not going to solve
the problem of Indian economic develop-
ment.

It is therefore a very good thing that
the National Productivity Council and
the local productivity councils, like the
one we have at Delhi, are devoting time
and energy to the discussion of this sub-
ject of human relations in industry; be-
cause by the human factor being made
more rational, more cooperative, more
organised, more disciplined, it should be
possible for us at any rate to make some
dent on the problem of the growth of
India’s national income.

The guestion is: what should we do
zbout it? What is this human factor?
How should we handle it? In the more
developed countries, the problem is a
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little simpler than in India, because own-
ership has become more or less divorced
from management. The managerial class
has become quite a professional technical
class, which is different, by and large,
from the class that owns the shares,
owns the capital and obtains dividends
as a result of the profits of the concerns
with which they are associated. But
when we come to India, it is not a
straight-forward question of labour and
management. We have got here, what
may be called, an owner class, which is
actively engaged in management or
exercises over it eontrol that blurs the
responsibility of the management. Then
we have got the management class, and
what may be called, the labour class.
The human factor does not however con-
sist only of these three, of what may
be called, the internal human factor,
that is, internal to industry.

Over and above, we have got the
other factors, which may be classed as
the exterrnal human factor, That would
include, for example, the attitude of the
Government, the attitude of the Press,
the attitude of political leaders in the
opposition. As far as internal factors are
concerned, we have got the trade-union
leadership, the management associations
which are just coming into existence and
are still not a powerful force, and then
we have got the employers’ federation.
These three bodies constitute the inter-
nal factor. But over and above these,
the human factor also includes the atti-
tude of members of Government, their
attitude to industry and to all these three
classes, the speeches that they make, the
kind of incentives they give as also the
kind of pats on the back and so on. These
are all very relevant facfors.

Thus industrial psychology is inevit-
ably affected by what happens outside
in terms of governmental poliey, in
terms of the press, and also in terms
of what analysis the press makes of in-
dustrial problems; the kind of education
the press gives to the people about indus-
trial problems; the kind of factors which

the press highlights in regard to indus-
trial disputes or in regard to the back-
ground of industrial problems. Hence
the press, and also the governmental
lezders and the opposition leaders have
guite an influence on the people, work-
ing in industry.

This human factor is really some-
thing very extensive and stretches far
beyond the actual participanits in indus-
try. In some of the more industrialised
countries, the human factor extends
even farther. Taking the USA for
example, the university people play a
very important part in regard to the
settlement of industrial disputes, As a
matter of fact, university people arbi-
trate, they influence public opinion,
examine industrial issues and try to
bring about settlement of industrial pro-
blems. Most of the literature which is
produced for example on human pro-
blems in industry has been produced by
academicians in the USA or in the UK
or in other industrially advanced
countries. But in our country, by
and large, universities have practicaliv
said nothing on the subject of human
factor in industry. They think, this is
something which should be left to the
managerial or employer class or the la-
bour organisations. The university man,
the academician or the economist does
not think he has got any role to play or
any part at all in this particular prob-
lem of the human factor in industry.
But they really constitute a part of this
human factor in industry, which means
we have got to cover a very wide range,
when we talk of the human factor in in-
dustry.

Unless there is understanding he-
tween aill these human factors, that is
to say, unless there is understanding be-
tween governmental pronouncements,
between opposition proncuncements, be-
tween the attitudes of the press, the posi-
tion taken up by the university bodies
and academicians, and then between em-
ployers, management and labour—un-
less there is some kind of understanding
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between all these various segments of
the human factor, it would be very diffi-
cult to bring about the kind of increase
in productivity that is required by the
Indian economic situation,

We may have a situation in which
the employer, the manager and the
labour may all come to a good under-
standing, but the whole picture may
change because of a governmental or
even an opposition announcement not
necessarily  concerning  productivity.
Therefore, when we consider this
human factor in industry in relation to
productivity, we have to emphasize that
a certain responsibility rests on each ana
every one who has got authority or posi-
tion or influence on the public, who deals
with problems of industry. If we want
to increase productivity in India through
a reorientation and reorganisation of the
human factor, certain hasic conditions
need to be fulfilled. There is an undeni-
able need for a code of conduct which
the politicians—both ministerial and op-
position—must observe, a code of con-
duct that among other things must be
bound by the requirements of industrial
produc:ivity, that is to say, by the re-
quirements of creating an atmosphere of
understanding, an atmosphere of conci-
liation, partnership and participation: an
atmosphere generally of cooperation.

As long as we have a mixed economy,
as long as we have private enterprise,
it is imperative that private enterprise
must get a chance to develop. But if
we have private enterprise and have ils
hands tied, then it would be better not
to have any private enterprise at all.
Even if we have only public enterprise,
the human factor is not going to dis-
appear. As a matter of fact, human fac-
tor in some ways becomes more impor-
tant in public enterprise. ~We cannot
escape the human factor merely by subs-
tituting public enterprise for private
enterprise. The first requirement, there-
fore. for increasing productivity is that
political power must be circumscribed
by the reguirement of creating an at-

mosphere of cooperation and participa-
tion with emphasis on productivity and
production rather than on what one may
call sectarian or factional or individual
rights and requirements. A violent at-
mosphere is not at all the background
against which we can bring about the or-
ganisation and cooperation of the human
factors for the purpose of economie deve-
lopment. Therefore, I would like to em-
phasize this point that whatever our
position may be, we all have got a role
in creating the necessary atmosphere for
increasing productivity.

One or two other points may be
made, apart from giving workers decent
conditions of work. The most important
thing is to create a feeling in labour
that justice is being done to the worker.
because nothing is more conducive to
frustration and, therefore, to a non-utili-
sation of one’s talent to the maximum.
than a feeling of injustice. And this kind
of injustice arises when people feel they
are not getting a fair deal, that if they
work hard they get no appreciation, or
if they do not work hard also, it does
not affect them adversely either: that all
industrial promotions. industrial disci-
pline, industrial rewards and everything
else become a subject of pressure. The
moment rewards become the result of
pressure whether it is reward for the
worker or anybody else—-the moment
pressure rather than efficiency becomes
the determining factor, it is very diffi-
cult to use the human factor for the pur-
pose of inereasing productivity. The hu-
man factor can be used for the purpose
of increasing productivity only when the
industrial organisation is such that re-
ward is the return to efficiency. But if
reward is the return to pressure, then
undoubtedly people will use pressure for
getting rewards rather than work
harder.

This is human nature, and this is the
most important reason why in India pro-
ductivity is not ag high as it should be,
whether in the public sector or in the
private sector. It is because, by and
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large, pressure rather than work, is what
people think determines the quantum of
rewards. Unless this vicious cirele is
broken, unless the situation is establish-
ed when better work means better re-
ward and poor work means poor reward
and no one is allowed to intervene for
giving more to somebody who does not
deserve it and for giving less to some-
body who deserves more, only then
would it be possible 1o think in terms of
efficiency and purposive utilisation of the
human factor., This is the most impor-
tant requirement for increasing produc-
tivity in industry; this applies not only
to the private sector, it also applies, to
a large extent, to the public sector. In
the private sector it may be a question of
nepotism, it may be a question of caste-
ism, it may be a question of relations,
and so on. In the public sector it be-
comes a guestion of public pressures, a
matter of party interest, of satisfying the
electorate and satisfying one’s consti-
tuents.

Both in the private sector and the
public sector the factors that determine
efficiency are rewards, promotions, sta-
tus, appreciation and other allied kinds
of incentives. These are the things which
stimulate people to work harder. As far
as these are concerned, in the public see-
tor too. they are influenced by pressures
rather than by objective economic con-
siderations. Someday, this question has
got to be discussed in great detail. It is
good that we are extending the publie
sector. Such an extension of the public
sector is desirable. At the same time, it
is a fact that merely extending the pub-
lic sector does not solve any economic
problem. With every extension of the
problem of the human factor in industry
—the problem of incentives, rewards,
promotions, status, and pressures—some
device has to be found in order to pre-
vent politics from dictating industrial
efficiency. Sooner or later, very detailed
attention will have to be given as to how
to make economic incentives and econo-
mic criteria operate in regard to rewards

in the public sector rather than pressures
of one political kind or another.

The next important point—and it is
really applicable even more to the public
sector because the problem of human
factor in industry has become much
more important with the extension of
the public sector—is training and edu-
cation, and it is a great pity that, even
after 12 years since we got indepen-
dence, so little has been done in regard
to the subject of adult education and
workers’ education. There has been a
good deal of expansion of primary edu-
cation and also of university education.
But what about adult education? If we
teke railways, plantations, and all other
industries and factories, the total num-
ber of workers comes to nearly a crore.
How many of these people can read and
write? How are we going to influence
them, because we have got to commu-
nicate with them, because unless there
is cooperation between the management
and the workers, unless it is possible for
labour to know what it is all about, not
in terms of what it is doing but also what
are the pros and cons of the various
issues, unless here is a sort of channel of
communication between the workers
and the management, it is difficult to
see how we are going to solve the prob-
lem of orienting the human factor from
the point of view of efficiency.

We have talked of adult education,
literacy classes and so on. But in actual
practice very little has been done. We
need worker literacy not only from the
narrow point of view of enabling the
workers to acquire the skills needed for
economic development, but even more
from the point of view of human rela-
tions, of establishing communication be-
tween the workers and the management
and promoting intelligent discussion of
industrial problems. Apart from this,
industries have an obligation to their
workers in the matter of worker educa-
tion and this should be the primary job
of their public relations officers. Their
real job should be to explain things to
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the workers, stimulate their understand-
ing of the working of industry and thus
help to promote an increase in produc-
tivity. We need, therefore, enquire seri-
ously into the functions and working of
public relations officers in all branches
of industry, public and private and in
Government departments. If we want
productivity in industry to increase, it
is necessary to find out how far they are
successful in educating their workers in
the mearing of what they are doing and
the how and why of their specific indus-
trial activity. Education and the under-
standing that follows education should
be the basis of industrial discipline, not
resort to the coercive processes of the
state,

One thing more is required from the
point of view of recrienting the human
factor in the direction of increased effi-
ciency. That is, in a society like ours,
if we want to influence the masses, we
can oniy influence them by example
and not by exhortation. This is a fun-
damental law of human relations in in-
dustry. If we want to influence work-
ers, exhortations will not do, but it is
example that is required and example
means one’s own personal conduct.
There is little use proclaiming that there
should be economy, there should be aus-
teritv and all that. That person alone
can teach who can set an example. And
it is only by setting an example that we
can influence others. In fact this is actu-
ally, if one mayv be permitted to say, the
teaching of the Bhagwat Gita: “Whatso-
ever a great man does, the same is done
by others as well. Whatever standard
he sets, the world follows.” In other
words, we are told that those who occu-
py positions of power or authority or in-
fluence have got to act in such a way,
that the rest of the community should
be inspired by their conduct and exam-
ple. That also applies to what may be
called human relations or human factor
in industry.

Even more important is the basie pro-
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blem: the enormous disparity between
the rewards of the lowest worker and
the rewards of the highest worker, in-
cluding the enterpreneur and capitalist.
Taking a country like Australia, the dif-
ference is not so much between these
two—it may be £100 to £500. In most
cases they do not get more than £5000
a year. In India this problem of inequa-
lity does not merely apply to profits; it
is also a question of the sharp divergence
in rewards between the managerial pro-
fession, members of the upper-middle
class and the rewards that are given
to the workers at Jower levels. We can-
not have this large disparity if we want
to solve the problem of industrial pro-
ductivity in India. It is no use saving
that this simply means the sharing of
poverty. Even if it does, sharing of pov-
erty may be a requirement for the pur-
pose of getting the necessary impetus
amongst the vast masses of our people.

This, of ccurse, poses certain difficult
problems in industry. If we want to
raise the wages of workers, how will we
finance the expanding industry? There
are other aspects of the problem: with
the acceptance of Indianisation in the
higher branches of industry, Indians are
now being given the salaries and allow-
ances that were formerly given to Euro-
peans and they are expected to have a
way of life as different from and super-
ior to that of the rest of their country-
men as were the ways of European exe-
cutives of business firms in India in the
pre-independence period. This is not
going to help in increasing productivity
in Indian industry, certainly not in the
long run. Temporarily it may help in-
dustry, but inevitably it is creating a
rew class with attitudes and behavicur,
unsuited either to the country or its ecc-
nomy and it is going to make industriali-
sation very expensive, apart from pro-
moting discontent among the working
class. It is high time that industry, spe-
cially in the private secter, began paying
seripus attention to the whoe problem
of comparative scales of wages, salaries
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and profits not only from the point of
view of incentives for the individuals at
the top or in the higher ranges of the
industrial ladder, but much more from
the point of view of the industry as a
whole including all the classes engaged
therein and also from the point of view
of the effect it is going to have on the
costs of further industrialisation and
therefore on the politics of economic
development itself.

Summing up: increase in industrial

productivity has to rest to a large extent
on the proper handling of the human
factor in industry and this may require
a resort to unorthedox ways some of
which have been elaborated above. The
importance of considering and properly
handling the human faector has hecome
even greater not only because of the vast
scale on which we are trying to have
economic development in India but also
because of the increasingly important
place that we are giving to the public
sector in this development.

PRODUCTIVITY MOTIVATION

“If there is one thing that modern psychology makes clear, it is this: men
cannot be motivated successfully to work hard, or to learn well, simply by

puiting the screws upon them.

The starvation theory of wages may or may

not have been abandoned in actual industrial practice, but it is certain that
other theories of social punishment, and of economic pressure, other theories
that men will work hard and well only when they are compelled to, by economic

or legal necessity are still very popular.

But the analysis of our system of

eccnomic and social prestige, as well as the findings of psychologists, mcke
it clear to any realist that men work hard and learn well only when they have
been trained to work for increasing rewards.

“In order to make underprivileged people anxious to work harder and
willing to bear more responsibility on the job, our industry, business, and
government must convince them that they can get more out of life than they now

gef."

From INDUSTRY AND SOCIETY by William Foote Whyte
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Productivity and Employment

Georce V HavyTHORNE*

Productivity has been receiving increasing attention in many coun-
tries during recent years. More people are realizing its importance both
from an economic and a more breadly social point of view. The problem
of employment, on the other hand, has received serious attention since

the Great Depression of the Thirtees.

It is time that both these pro-

blems—Productivity and Employment—.were looked at together so that
we may be able to evolve a socially fruitful policy that would simultane-
ously promote productivity as well as employment.

MANY of the relationships between

productivity and employment are
complex. Partly because of this they
can best be considered, initially at least,
on a broad plane. Before doing this, it
may be helpful to remind ourselves what
is usually conveyed by each of these
terms. Employment, to take the second
term first, has a straightforward and
easily understandable meaning. It is the
work or services performed by wage and
salaried employees and also, in a broad
sense, by own-account workers and by
unpaid family workers.

Although the basic meaning is clear,
it is important to note that there are
varying degrees of employment from
occupation to occupation, from season 1o
season, from industry to industry, from
region to region and {from country to
country. The amount of work perform-
ed is a function also of the hours worked
per day or per week, of the proportion
of full-time, part-time, short-time or
over-time work and of the continuity of
the job: that is whether it requires
steady or casual work. The quality
of employment varies sharply depending
on a number of factors. These include
skill, experience, training, working con-
ditions and health. The quantity of em-
ployment is also dependent on the fac-
tors just listed and hoth the quantity and

* Assistant Depuly Minister of Labour,
Government of Canada.

quality are dependent on the tools, ins-
truments, equipment and machinery
available, on safety measures in the
plant and on employee morale including
labour-management relations.

The characteristics of the labour force
have an imporiant bearing on the degree
of utilization of manpower. This is a
particularly important consideration, as
will be seen more clearly laler, with res-
pect to productivity, In under-develop-
ed countries, and in under-developed
areas of Canada, productivity ratios are
low essentially because of under-employ-
ment of resources, including human re-
sources. People may in fact work long
hours and a high proportion of the total
labour force may be employed but they
may produce relatively little per man
because of poor organization, low level
of technology and poor distribution of
resources. In other words, the level of
employment in relation to the total la-
bour force should not necessarily be ma-
ximized in order to secure greater eco-
nomic welfare or an oplimum standard
of living.

The term productivity is a little more
difficult to understand. This is partly
because it is used in a variety of ways
but I think mainly because it tends to be
confused with the word production. The
essential difference between productivity
and production is that the former is a
ratio whereas the latter refers to output
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expressed usually in absolute physical or
value amounts. As a ratio, productivity
relates output to input and as such is an
indicator of the over-all efficiency of a
firm, an industry or an economy. I want
to stress over-all efficiency since the
word productivity is sometimes used to
refer to the contribution of individual
input items, or production factors such
as labour, raw materials, capital and va-
rious other items. This is apt to be a
misleading use of the term.

A large number of factors and the
way in which they are combined contri-
bute to productivity improvements, The
ratio of input to output is not intended,
in other words, nor is it able to measure
the unique contribution of any one input
factor. It is convenient, however, in
most cases to use one input factor, usual-
ly labour, in compiling a measure of pro-
ductivity change. The input factor in
this case, which may be man-years, man-
days or man-hours, is used in the deno-
minator of the ratio. In other words, the
ratio reads output, say so many thousand
board feet of lumber, per man-heour. La-
bour is generally used in compiling mea-
surements of productivity because of its
relative homogeneity and the availabi-
lity of suitable data. The labour input
is itself, however, often far from homo-
geneous depending on levels of skill, atti-
tudes towards work and a host of other
considerations. Besides, broadly speak-
ing, labour includes the competence of
management as well as that of plant and
other employees.

In using labour as the input factor, or
any alternative input factor for that
matter, it must be kept in mind that
other input factors also contribute to
the total result. These include: invest-
ment, extent and suitabilitv of machine-
ry and equipment, technological changes,
size and organization of the plant, the
capacity of the plant utilized, the qua-
lity, availability and accessibility of raw
materials, energy consumed and adequa-
cy and price of transportation, distribu-
tion and other services. There are also
influences on the output side, such as

product mix, and the demand for the
products, which can have an important
effect on productivity.

It is perhaps worth noting before
leaving this point that output per man
may actually go up without there being
any economic gain. This can happen, for
example, when the added cost of new
equipment more than offsets any saving
in labour cost.

A further introductory consideration
which should be noted is that it is the
changes in productivity from time to
time or the differences in productivity
as between plants, industries, regions or
countries that are usually more impor-
tant than the measurements of the input-
output ratio at a specific time or place.

It is perhaps obvious but nevertheless
might be stressed that before improve-
ments can be made in productivity,
there must first be a productive opera-
tion—a plant, an industry or an econo-
my with the necessary input factors and
an output. In countries where manu-
facturing and some other types of indus-
trial development are just beginning, it
is not too realistic to talk about wide-
spread productivity improvements and
their effects.

In countries where secondary indus-
iries have had a longer period of growth,
the lask of bringing about productivity
improvements poses a variety of prob-
lems.

In Europe, age, size and tradition
stand in the way of productivity gains in
many plants. On the other hand, the
widespread devastation of World War
II has given rise to many far-reaching
changes, including many plants where
productivity is high. It is irue too, and
this brings us closer to the relationship
between productivity and employment,
that in some European countries, notab-
ly Swilzerland, the development of a
highly skilled labour force has contri-
buted a great deal to productivity im-
provementis over recent decades.

In some parts of the United States,
industrial establishments tend to be old
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and small but generally speaking they
are large and well equipped in keeping
with the size of the American market
and the rapid advance in technology.

In Canada our pesition tends to fall
between that in the newly developing
and the older developed countries. With
a large production base on which to
build in most parts of the countiry, we
are becoming more concerned with im-
provements in cur methods of producing
and selling gocds than in bringing pro-
ductive resources into use but the task
of improving productivity poses some
difficult questicns for us partlvy because
of cur size, our location geographically,
the distribution of our rescurces and our
position as a trading natien.

During recent decades, there has bzen
a marked over-all improvement in pro-
ductivity in Canada. This increase has
been shared by most industries and by
most areas of the country. It has been
particularly striking in agriculture,

According to recent estimates output
per man and also output per man-hour
in agriculture have been increasing at
scmewhat over five per cent annually
since 1946. This is about double the an-
nual rate cver a longer period from 1926
to 1938, Qutput per man in the non-agri-
cultural secter of the econocmy has
shovwn a slower rate of change than it
has in agriculture. The annual improve-
menf since 1946 has been 1.1 per cent
Over the longer period since 1926 it has
been 1.4 per cent which again uniike
agriculture, is higher than during the
post-war years.

The productivity changes, it should
Le noled, have not been posilive every
vear either in agricultural or in non-agri-
cultural seclers, During the worst de-
pression vears of the thirties and in some
of the post war recession years the chan-
ges have been negative. The positive
changes, however, far outweigh the ne-
gative ones. Among the principal rea-
sons for this might be noted the large
demand for goods and services during
and after World War 1I, an impressive

a
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programme of capital investment in
many industries, important technologi-
cal advances stimulated partly by far-
reaching scientific advances in the field
of atcmic energy, more highly skilled
manpower, including immigration, and
relative stability in the economy to
which government policies have heen a
contributing factor.

While these gains have been occur-
ring in productivity there has also been
a steady growth in employment. In the
private sector of the economy, that is ex-
cluding government at all levels and
military operations, average annual em-
plovment has increased from 3,327,000
in 1926 to 5,291,000 in 1938. This gain of
close to 2,000,000 represents an annual
erowth of 1.5 per cent over the 32 years.
The growth since 1946 has been only
slightly higher at 1.6 per cent.

There may appear at first glance fo be
a conflict between these increases that
have been ccecurring in productivity and
in employment at the same time. If in
an individual industry with a given level
of output, productivity goes up, employ-
ment must go down. Scmetimes even
when output goes up, employment goes
down. This in fact is what has occurred
on a large scale in Canadian agriculture.

It is, however, quite possible for both
productivity and employment to go up,
if not in the same industry, in a second
or third industry as a result of increased
output in the first one. There has been,
for example, a large increase in process-
ing, handling and distributing farm pro-
ducts in Canada during recent decades
which has required much more ofi-farm
employment.

There has also been a steady shorten-
ing in the length of the work week in the
nen-agricultural sector from cleose to 50
hours in 1928 to 40 hours in 1958. Mean-
while the decline in agriculture has been
from around 64 to 34 hours per week. Al-
though there is no precise method of
measurement, it is generally agreed that
these reductions in hours of work have
had a positive influence on both produc-
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tivity and employment. The improve-
ments in productivity in the economy
generally hazve enabled reductions in
hours while reduction in hours has
itself encouraged an increased de-
mand for recreational and other goods
and services which in turn may have a
reciprocal beneficial effect on producti-
vity and employment.

There are important industrial and
regional wvariations in productivity.
These, we know, exist but it has not vet
been possible to deveiop satisfactory
data for measuring either changes in
productivity in the same industry or re-
gion over time or differences between in-
dustries and regions at the same time.
The Dorninion Bureau of Statistics is act-
ively engaged in developing more satis-
factory data in this connection, When
they are available, they will enable
much more refined analyses.

In the meantime, we do know that
such factors as population density, access
to and utilization of resources, the ten-
dency of some high productivity indus-
tries to be located in the more fully
developed industrial areas, levels of skill
in the labour force and the presence of
marginal manpower groups, all have an
important bearing on these variations in
productivity and employment in indus-
tries and regions,

During 1958 and the first half of 1959,
«the evidence which we now have avail-
able suggests rather rapid further gains
in both productivity and employment.
Such gains are not unusual as the econo-
mv comes cut of a recession. They arise
partly from an increase in the use of
productive capacity in response to siep-
ped-up demand for goods and services
and partly from a tendency on the part
of emplovers to conserve labour and
other resources as much as possible dur-
ing the recession period. Moreover, with
increased demand and a relatively easy
supply situation, there have not been the
same pressures on costs under these con-
ditions of increasing productivity.

As we move into 1960, it is possible

that the rate of productivity gain may
fall off somewhat so that this is a time
when attention to productivity is parti-
cularly timely., The steps that can be
taken to increase productivity and em-
ployment might be grouped in three
broad categories: manpower, technolo-
gical change, and employer-employee
relations,

In the field of manpower, there are
several measures which can be taken to
improve the skills of workers which in
turn can result in higher productivity,
greater output and increased employ-
ment. These measures include stepped-
up apprenticeship training, improved
technical schools and closer ties between
educational institutions and in-plant
training.

Larger firms particularly are recog-
nizing the need for more technically and
professionally trained workers and for
research competence in the case of more
of those in the latter group. The num-
ber of firms with research departments
is still not large in the aggregate but the
growth of this aspect of industrial opera-
tions and the increasing support which
firms generally are giving to education
at all levels are indicative of the greater
attention being paid to scientific develop-
ments and to the importance of human
resources.

A related development is the growth
of personnel and industrial relations de-
partments again mostly in our larger
firms. These departments are encourag-
ing a more efficient use of manpower and
of the equipment with which men and
women work. Governments and espe-
cially universities, through courses in
business management and in indusfrial
relations, have helped to stimulate this
development.

Labour mobility is another important
manpower consideration. Steps are be-
ing taken in Canada both by govern-
ments and by industries to encourage
movements of manpower where these
are in the interest of workers, their fami-
lies and the economy generally. The
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National Employment Service is making
a major contribution in this regard
through helping to bring together, on
the basis of careful selection and refer-
ences, job seekers and employers with
known job openings. There are, how-
ever, some serious road blocks, such as
pension arrangements, seniority plans,
inadequate housing and community faci-
lities in some cases, and numerous per-
sonal and sccial attachments to exisi-
ing locations which are understand-
able but which need to be looked at from
a hroader and longer-run point of view,

Technological changes, including
automation, and their implications com-
prise a second fleld which requires con-
tinuous examination in all industries. A
wide range of problems are posed in this
area which bear on productivity and em-
plovment. Many can only be resolved
through careful studies which bring out
clearly the economic as well as the engi-
neering aspeets.

In a number of Furopean countries,
the development of productivity centres,
work study institutes and industrial re-
search establishments have grown rapid-
ly in response to developing needs in this
and related fields. Some of our Cana-
dian industries have established some-
what similar agencies, for example, the
Pulp and Paper Research Institute in
Monireal and the Primary Textiles Ins-
titute in Toronto. Whatever pattern is
evolved to suit our Canadian conditions
it is clear that greater attention to effi-
cient plant organization becomes more
essential with automation and other
forms of techneological change and highly
competitive market conditions.

A third broad area which requires
close attention when considering produc-
tivilty and employment is employer-em-
ployee relations. This includes not only
the more conventional aspects of such
relations including wages and other col-
lective bargaining items but also work-
ing conditions, employee morale and the
general health and spirit of workers. In
this connection, it might be noted that

increases in wages or reductions in hours
of work do on occasions stimulate im-
provements in productivity. Decisions
reached through collective bargaining, in
other words, sometimes put added pres-
sure on management lo use more or
better types of equipment and to orga-
nize production more efficiently to meet
a higher wage cost. This pressure may
be felt directly in a plant or indirectly
through competition.

The possibility of wage advances
varies of course both with the industry
or firm and with changing conditions
over time, though, in general, it can be
said that there is a positive correlation
between rising wages and rising produc-
tivity. It cannot be asserted dogmatical-"
ly that one is the cause of the other but
it is clear there are important inter-reac-
tions between them even though changes
in each are frequently due more to other
factors.

Because of these other influences and
also because it is desirable that the bene-
fits of increased productivity be widely
shared, it is not usually sound to estab-
lish any direct mathematical relationship
between productivity and wage in-
creases. It can be said though that when
money wages rise faster than producti-
vity, prices or costs may rise and when
real wages, at least over time, rise faster
than productivity, wage earners may
tend to gain at the expense of other
income recipients. s

While pressures from unions or from
management to stimulate increased pro-
ductivity usually have a beneficial effect
on the industry in question, and on the
economy generally, this does not neces-
sarily follow. Imprevements in produc-
tivity, it must be remembered, are not
ends in themselves. They are rather
means of promoting a sound and healthy
economy, which will enable people in
turn to improve their standards of living
and so help them to contribute to and
enjoy a fuller life.

If the drive for productivity improve-
ments is made, for example, through
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technological change without recogniz-
ing that serious human relations prob-
lems are also involved, managements can
expect to run into difficulties with their
employees and their unions. If unions
and management in their desire to reap
the benefits of productivity improve-
ments, act without recognizing that con-
sumers too have a legitimate claim on
such benefits, they are likely by their
actions to limit seriously the possibility
of further productivity gains. If the
only result of reduced hours of work in
an industry is moonlighting, there can
be some question both about the gains
in productivity and the beneficial effect
on employment. Similarly if unions or
management insist on out-moded work-
ing conditions or employment arrange-
ments this can interfere with producti-
vity gains.

On the more positive side, it
is becoming more generally accepted
that it is not in the separate or joint in-
terests of unions or management to put
barriers in the way of increasing produec-
tivity at the bargaining table or else-
where. Progress in this respect is by
no means uniform in all industries and
areas but more people on bath sides are
recognizing that there are many ways
in which unions and management can
contribute to improvements in produc-
tivity. When these various efforts are
made within a general atmosphere of
good human relations in a plant they
are likely to be most preductive.

Management and unions each have
their own separate and distinct interests
but these interests can and do converge
when promoting improvements in pro-
ductivity. There is alse a wider appre-
ciation of the fact that their joint inter-
ests in this respect coincide with those
of the community and of the economy
generallv and that a generally improved
standard of living itself stimulates fur-
ther improvements in both preductivity
and emplovment.

These are healthy signs. It is also
healthy that these matters are being dis-

cussed more frequently and more fully
not only in industrial, regional and na-
tional settings but also internationally.
The International Labour Organization,
the European Productivity Agency,
gstablished as part of the Organization
for European Economic Cooperation and
other agencies have stimulated an in-
creasing number of discussicns in these
areas on a tripartite basis during recent
years.

In addition to these three broad areas
in which steps can be taken to increase
productivity and employment, namely
manpower, technological change and
labour-management relations, there are
other measures which might be mention-
ed briefly. Not that they have a less im-
portant bearing on productivity and em-
ployment but rather, with an eye to bre-
vity, they have a somewhat less direct
connection with emplovment. These in-
clude rescurce development, growth of
domestic and international trade, stand-
ardization or differentiation of products,
taxation and other fiscal policies, and
economic policy generally.

Within this broad array of measures
which may be taken to increase produc-
tivity and employment, it might be ask-
ed what specifically is the role of gov-
ernment in promoting this objective.
While the major respensibility for such
increases rests with industry there are
certain ways in which governments can
assist. Among these, five types of action
may be singled out, The first of these
activities is the promotion of training of
industrial workers on all levels of skill.
Qur Federal Department of Labour
works closely with the provincial depart-
ments of education and of labour in this
respect. As a result of this association
and of research work we have been un-
dertaking recently on changing require-
ments of skilled manpower in Canadian
industries, it has become clear to us that
a rather wide gap sometimes develops
between industrial needs on the one side
and educational and training facilities on
the other. Departments of trade and in-
dustry are in some cases no doubt now
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helping to interpret these changing skill
requirements to those responsible for
technical and professional training faci-
lities in the provinces and, on the other
hand, making clear to industry what op-
portunities exist for assistance in this
important area.

Perhaps there is more that the de-
partments can do through keeping in
close touch with both cf these groups,
in respect of training not only for young
workers and for presently employed
workers but also for those who are un-
employved, particularly those older work-
ers who, as “‘technological change casual-
ties,” reguire retraining. Increased lia-
ison of this type would over time make
a distinet contribution to improvements
both in preductivity and in employment.

A second way in which governments
can assist is through maintaining an
active interest in important technological
changes which are taking place and in
the wavs in which these can best be ap-
plied in industry. The Department of
Trade and Commerce, the National Re-
search Council and several other techni-
cal departments of the federal govern-
ment are in a position te assist in this
regard but it is the previneial depart-
ments which are often clogest to the op-
portunities and the needs of local plants
and industries. They have a close con-
tact with industry, but there may be
ways in which both provincial and fede-
ral depariments can assist further in en-
couraging technical improvements in
existing or in new plants and industries
in Canada or elsewhere.

On the technical manpower side if
the federal government, either through
the National Employment Service or
otherwise, can assist in locating people
urgently needed in new locations or in
assisting in the movements of workers
who should find another location, it will
greatly further the public inferest.

A third activity is research into eco-
nomic and social conditions, a knowledge
of which is essential in developing sound
long range programmes in industries and

establishments. In some cases, it may be
important for governments to undertake
such research. In other cases, it is rather
a matter of encouraging industries, uni-
versities or other agencies to undertake
studies. This is a key area for activity,
We cannot get far in developing sound
programmes unless we are fully aware
of the types of problems and conditions
for which the programmes are required.

A fourth field of activity closely re-
lated to the last one is the provision of
basic information required for intelli-
gent decisions on the part of industrial
leaders. Increasingly in our ccmplex in-
dustrial society governments are called
upon to furnish up-te-date and accurate
information on a wide variety of sub-
jects. In Canada, the Department of
Labour has information on many as-
pects of labour and working conditions
ever since the department was first
established in 1900. The demand for
this information which is supplied on a
strictly impartial basis to management,
unions and to all others interested, has
been steadily increasing.

The Department of Trade and Com-
merce, particularly through the Bureau
of Statistics, furnishes data on a much
wider range of subject matter. Provin-
cial governmentis also supply much in-
formation on which business decisions
are made. These services, while perhaps
not always fully appreciated, are highly
important to industries and to the coun-
try as a whole.

Good information enables good deci-
sions. Poor information can easily lead
to bad decisions. When employers, for
example, misjudge consumer demand,
labour market developments, cr the
availability of key raw materials, or are
misinformed about government policies,
serious mistakes can follow. On the
other hand, when wise decisions are
made they are not only beneficial to in-
dustry but are advantageous to all. They
make for improvements in productivity
and for a higher level of employment.

Finally there are efforts which gov-
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ernments can encourage on the part of
individual plants to promote productivi-
iy and indirectly at least employment.
Productivity and work study centres in
other countries are helping in this direc-
tion. These have been fostered through
joint industry and government efforts
and we have derived much stimulus
from them through a close association
built up over the years with the Euro-
pean Preductivity Agency and OEEC,
In Canada, the Labour—Management
Co-operation committees developed dur-
ing the war and post-war years have
been making a contribution in this re-

gard.

There are today some 1536 of these
joint consultative committees in indivi-
dual plants across Canada. Representa-
tives of both unions and management
serve on each committee. The Federal
Department of Labour encourages their
establishment and maintaing close con-
tact with them. These joint committees
have helped in many cases in the past
to develop a good working atmosphere
in the plant. There may be other ways
in which they can assist in promoting
improvements in productivity in the
future.

PUSH BACK YOUR FATIGUE POINT

William Jaomes, the famous philosopher, offered convincing evidence

that most of wus get
expended but becouse we
certain  hour, or after a certoin

tired every day not
make a habit
amount of

because of actual effort
of feeling fatigued at a
activity.  This  self-im-

posed limit, called the fatigue point, is far below the stage of real exhaustion.
Some of us are really tired, but far more of us would not be tired at all unless
we had got into a wretched trick of feeling tired by following the prevalent
habit of vocalization and expression (talking or behaving in a tired manner) . ..
We are used to being exhausted at the time our office closes, for example,
and so at 5 p.m. each day we walk or slump in a tired manner, put on a tired

expression or tell people how tired we are and this mokes us feel tired.
The busiest man needs no more hours of rest than the
As a rule, men habitually use anly a small part of the powers which they

it's just a bad habit.
idler.
actually possess.

But

Most people can, if they wish, push back their fatigue point by noting
the time each day when they seem tired out, then deliberately trying to go

on to a later hour every day, thus establishing a new fatigue pattern.

Your

system comes to expect that you will work a little longer and accomplish a
little more eazh day before it is time to feel tired, and you will acquire the
habit of achieving more without feeling that you are driving yourself,

Second, Third and fourth wind: William James came to his conclusion

about fatigue points threugh the study of the well-known phenomenon of ‘second
wind,’ that burst of new energy which sometimes comes when a persen continues

working on through deep fatigue.

James discovered that they may occur

more than once; he speaks of getting your third or even your fourth wind ...
The results achieved in such orgies of work are sometimes superior to those
accomplished in a series of shorter periods perhaps because we get so wound
up and full of our subject that we see it whole.
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Productivity in Indian Industry
Employers” Point of View
Navar H TaTa

As T write this, my thoughts go back to my early association with
the TLO (Geneva) where, several years back, the first studies in pro-
duc:ivity were initiated. It was painful to me to find my country right
at the bo‘tom of the scale in per capita earnings; and I found the work-
ers’ representatives from other countries looking at mein amazement sug-
gesting that we employers were giving a very poor wage to hard-working
people of our ewn country, taking into consideration the wage tables pub-
lished by the ILO. It was apparent that they had not taken into consi-
dera‘ion the produciivity of labour; and no attempt had been made to
establish a co-relation between wages and workloads. At the same time
I had occasion to visit a small railway station (Mez) in Switzerland
where I found that a single woman in charge of the railway station was
doing all the work that is done by several persons (station master, ticket
collector, gate keeper, sweeper, waterman, signaller ete.) on the smallest
railway station in India. Therefore, in considering this question of pro-
ductivity we have to take the workloads into consideration, for eastern
workleads can only earn casiern wages, subject to the overall producti-
vity of the economy, whereas western workloads alone can earn western

wage rates.

It is not enough that a country should produce, but it is

zzential that it should produce at a cost, using the best resources.

OUR country is in the midst of its
development plans where the
energies and resources of the nation are
concentrated on national well-being. At
such a juncture in India’s history, pro-
ductivity is an instrument of great pur-
pose and value.

At a time when our resources and
credits are fully stretched, it would be
in the national interest to get the maxi-
mum production from the existing na-
tional assets in the form of plant, ma-
chinery and man-power. Capital equip-
ment is getting expensive day by day,
and our need for economising on our
foreign exchanges is so vital that it

would pay us handsome dividends, if
our industry could give us its maxi-
mum output through intensive opera-
tion. It would be an interesting study
to find out how far the output of our
various industries compares with the
optimum output guaranteed by the
manufacturers as indicated by the in-
stalled capacity, through intensive ope-
ration of all units,

Putting aside the case of industries
which have to work round the clock for
365 days, there are numerous industries
where the output could be substantially
increased through multi-shift working
of the same equipment. With proper
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maintenance and quick replacement of
spares, a plant, in some industries at
least, can give an output, by three-shift
working, approximately 2 to 3 times the
output based on single-shift working.

According to the revised estimates
prepared by the Planning Commission,
India’s population will be about 431
million. It was originally asumed that
population would grow at the rate of
1.58% between 1956-61; but the rate of
growth is now estimated at 1.91%. With
our mounting population, estimated to
number 527 million by the end of 1971,
India will need enormous consumer and
capital goods to satisfy the increasing
demand from the fast multiplying mil-
lions, and the question arises whether
our natien can afford the luxury of
duplicating or increasing the number of
plants in existence before ensuring that
the existing units have been utilised to
their maximum multi-shift capacity
through intensive operation.

In these days of shortage, scarcity
and exhorbitant prices of capital goods,
we cannot afford to invest in additional
units, till all the existing units produce
the maximum possible output through
three-shift working wherever possible.
For example, from time to time, we get
a scare about shortage of cloth resulting
in an upward movement of prices. The
only way fo keep prices down is to
permit plenty of flexibility to the ope-
rators of these units to go up to the
maximum output and offer them faci-
lities for achieving it

Thus, in the broadest sense, the pro-
blem of raising productivity boils down
to the most efficient utilisaticn of all the
available resources and to produce as
much wealth as possible at the lowest
possible real cost.

Higher productivity has chvious
benefits for every section of the commu-
nity. It results in (i) larger supplies of
consumer and capital goods at lower
costs; (ii) higher real earnings for the
worker; (iii) better yield and return on

o

)

capital employed by the entrepreneur;
(iv) improvement in the general stan-
dard of living; and (v) larger employ-
ment opportunities in the long run,
through establishment of export mar-
kets, as a result of production of goods
at lower prices to withstand competi-
tion, internationally.

Who are the parties concerned in
bringing about higher productivity? Ob-
viously, the three parties are the em-
ployer, the worker and the government,
Consequently, the extent to which efforts
to achieve higher productivity can sue-
ceed, would largely depend upon the
basic understanding between the three
parties.

In discussing the problems confront-
ing the employer in raising producti-
vity, the iriumvirate have each their
own critical angle, and much will depend
upen their convergence to reach the
apex.

The employer’s angle is: (i) higher
output per man-hour; {(ii) cheapening
the cost of the product. The worker’s
angle is: (i) better wages with mini-
mum additional work-load; (i) immu-
nitv from retrenchment and unemploy-
ment.

Government’s angle is: (i) social
justice and welfare of the worker; (i)
equitable distribution of the additional
profits between the worker, the em-
ployer and the consumer.

There is thus some apparent conflict
of interest between the parties concern-
ed, particularly between the employers
and the workers, needing the concilia-
tory assistance of government at all
stages. Most of the difficulties confront-
ing improvement in productivity arise
out of this triangular conflict of in-
terests. Let us see how they emerge and
in what shape they present themselves.

Higher productivity results from any
or all of the following factors: (1) im-
proved equipment (2) improved tech-
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nigue and {3) improved human effort.

The question is whether the worker
can claim his share of contribution in
respect of all the three factors, or only
for the last one, viz, improved Human
Effort. This question has been the prin-
cipal hurdle in the way of all producti-
vity drives. This is not a matter to he
dealt with by means of legislation; it
can be solved only by means of mutual
understanding and cooperation. This
brings us to the fundamental question
of the need for ensuring good industrial
relations at the National Level, the In-
dustry Level and the Plant Level.

Policies decided at the naticnal level
would normally clear the path at the
industry and the plant levels., Unfortu-
nately, no decision at the national level
is capable of effective implementation
owing to inter-union rivalry. Similarly,
at the industry level, some of the State
laws give recognition to a union on an
industry-wise bhasis, taking into consi-
deration its representative character
collectively in a particular industry. In
practice, any programme of productivity
acceptable to the industry-wise union,
is not possible of implementation. Con-
sequently, one has to fall back, in most
cases, on a negotiated effort for raising
productivity at the wunit level only.
There are difficulties even in a situation
where the workers are willing to carry
cut a mutually agreed scheme of pro-
ductivity.

There are variations in the pattern of
obstacles in the path of an employer
who wishes to initiate schemes for
higher productivity. They wvary from
plant to plant; but the basic reason for
failure is absence of cordial industrial
relaticns, arising from one or more cof
the usual causes of such discord. The
tragic part of the story lies in the fact
that, while there are ample oppor-
tunities for workers to improve sub-
stantially their pay-packets through
higher productivity, union politics come
in the way of their reaching an agree-

ment directly with their employers. The
same hurdle is often found in the way
of schemes of Participation of Labour
in Management. In an atmosphere of
this kind, it is extremely difficult for
employers to initiate the very first step
cf taking the workers into their confi-
dence for launching schemes of pro-
ductivity.

Let us assume for a moment that, in
a particular unit, the above-mentioned
difficulty is not there, and the industry-
wise recognised union has a following
in the unit or in the industry as a whole.
In that case, the next question is the
assessment as to what extent the in-
creased productivity is due o improved
equipment and technigue, and how
much of it is due to human effort. This
is a universal problem; and at Geneva,
I have heard of disputes over this
point between employers and workers
of other countries as well.

Although it is a highly controversial
question, there is no doubt in my mind
that, in any industrial unit, it is possi-
ble to ensure a substantial increase in
productivity exclusively through instal-
lation of improved equipment and tech-
nique, without any additional effort on
the part of the worker. In this age of
automation, the machine-makers dare
net put on the market any new piece of
machinery which does not show some
improved output or offer labour-saving
features for fear of being ocusted from
the field by competitors. This is pre-
cisely the reason for obsolescence of
equipment, which costs millions, in a
process where mechanically perfect
equipment is discarded to make room
for modern and uptodate machinery.

In the rapidly advancing world of
today, it is a question to ask what
labour’s share should be in a scheme of
things where, through no effort on the
part of the worker whatsoever, the out-
put goes up through sheer replacement
of equipment and introduction of mo-
dern technique, The answer is obvious;
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but the worker refuses to agree that in
such cases he is not entitled to any share
in the benefits of increased output. In
certain chemical industries, by sheer
doubling the capacity, it is possible to
double the output without any addi-
tional effort on the part of the worker.
There are clear cases which prove the
dictum that it is possible to increase pro-
ductivity without any contribution of
human effort.

The only claim of the worker would
be a negative lien on the employment
petential. In other words, if the old ma-
chinery were not replaced by modern
machines, the employer, in order to pro-
duce the increased output, would have
to enlarge and add to the equipment
of the old type which would have
created further employment work-
ers. Even that stand is untenable.
Just as much as a worker with a deve-
loped skill puts a higher price on his
effort by demanding better wages, so
can an employer claim the inherent
right of equipping his unit with more
modern machinery to earn better profits
without interference from the worker.

However, there is an exception to
the general rule. If the modern machine
involves, because of its speed or com-
plexity, greater alertness and attention
or deft handling, it is a factor which
has got to be compensated. The very
fact that the employee has to undergo
a special training to handle the new
machine and give up and forget his
acquired proficiency on the old machine,
establishes some claim to a share in the
increased profits. On the other hand, it
can be argued by the employer that the
advent of the modern machine would
relieve fatigue caused by operating the
old and antiquated machine.

The fairness and unfairness of such
claims both on the part of the worker
and the emplover is a matter of con-
science. In any case, dictates of social
justice demand that the benefit of doubt,
if any, should go to the worker. if the

role of the industry is to be, amongst
other things, that of an agency for the
social emancipation of working classes.

The case may now be considered,
where there is definite evidence of a
contribution on the part of the worker
iowards increased production through
human effort: (a) partially due to new
equipment and human effort; or (b) ex-
clusively due to human effort with the
existing machinery.

In both these cases, the quantum of
the share of increased profit is the point
at issue. This could be best decided
through a process of collective bargain-
ing, where such bargaining is possible
with the backing of a representative
union. Failing that, recourse to arbitra-
tion or adjudication becomes inevitable.

In the case of (a), due weightage
should be given to the cost of machi-
nery, its depreciation, the interest on
capital, and the burden on the finances
of the company. Often, the industrial
tribunal, which deals with disputes over
wages, ignores one or the other of these
factors, and resulting decisions arrest
the progress of industrial expansion, as
every new venture must have a feature
to save labour costs, particularly as the
cost of equipment is now very high.

In the case of (b), where workers
are solely responsible for increasing pro-
ductivity through greater effort, the pro-
blem raises no serious difficulties, except
for the additional expenditure involved
in creating better working conditions
than hefore. So long as due weightage
is given to this item of expenditure,
there is every justification for a fair deal
to the worker in such schemes. To
grudge his fair share is to put the clock
of productivity back and to chill the
desire of the worker to cooperate with
the management in future schemes of
rationalisation.

If the philosophy of higher producti-
vity has not, so far, attained a desirable
momentum in our country, it is mainly
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due to the worker or the employer hav-
ing failed to understand its ultimate
benefit to the national economy, apart
from the personal advantages which
would accrue to both the worker and
the employer. It is a pity that, in our
country, efficiency engineers, who alonz
could assess the respective shares of the
contributions of the worker and the em-
ployer in such schemes, are not avail-
able in sufficient numbers, and even
where they are available, they are not
in a position to command the confidence
of the worker,

Perhaps, the National Productivity
Council will, in course of time, find it
possible to create a special cadre of pro-
fessionals who, with their ability to
assess the contributory causes leading to
increased productivity, can act as im-
partial mediators between the employer
and the employed.

Productivity and Rationalisation of
Labour are inextricably connected, and
it is here that most of the productivity
schemes have bogged down. This is
partly due to the fact that, in the early
attempts at raising productivity, all em-
phasis was laid on rationalisation of
labour which, in most cases, meant
immediate retrenchment. However, our
country is now wedded to the principle
of “rationalisation without tears,” which
has taken the sting out of rationali-
sation. Unfortunately, even after secur-
ing immunity from retrenchment, the
trade-unions have, in many cases, raised
the bogey of fall in employment poten-
tial and insisted on maintaining the
same number of jobs. In other words,
they have denied the employers the
opportunity of reducing the original
complement of workers, by taking
advantage of natural separation through
death or superannuation, or by deploy-
ment. This unreasonable attitude on the
part of some of our union leaders will,
I am afraid, retard, beyvond doubt, all
schemes of productivity.

Whilst rationalisation of labour is

but one of the many ways of attaining
higher produciivity, it has an important
bearing on the subject and it would be
indulging in -wishful thinking to hope
that the scheme for raising productivity
can ever be truly achieved by ignoring
this importan: ingredient

Intensive operation of a unit, with
deployment of surplus labour, with lati-
tude to take advantage of natural sepa-
ration, will more than take care of the
fear of retrenchment and unemploy-
ment. A bold and imaginative policy can
alone settle this age-old issue which has
held up our progress in the path of
productivity.

Despite such handicaps, employers
have launchec schemes to improve pro-
ductivity by offering guarantees to the
trade unions against retrenchment. In
one of our soap factories, we introduced
an incentive scheme in 19535 on a volun-
tary basis. We found that productivity
went up by cver 40 per cent and that
the average basic earnings per worker
have risen by 75%. The workers con-
cerned are really very happy, as their
present earnings are the highest in that
region. It is interesting to note that, in
this case, the workers themselves came
forward and accepted the scheme. In the
case of a cotton mill, where the repre-
sentative trade union readily agreed to
work 4 looms per weaver, instead of the
conventional 2-looms, the increase in
productivity per man-hour was 50 per
cent, with a zorresponding increase in
earnings. These examples clearly go to
prove that there is ample scope for in-
creasing productivity, and that all con-
cerned, including the consumer, stand to
benefit by it.

Strange as it may seem, the after-
math of many a successful productivity
drive has been a marked increase in ah-
senteeism. It is indeed a paradox that,
on the one hand, the theme song is the
poor standard of wages in the country
and yet, as socn as the worker’s pay pac-
ket gets embellished through produe-
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tivity schemes, he is inclined to work
less number of days and prefers {o rest
at home or go to his native place. Con-
sequently, there is no appreciable im-
provement in his annual earnings. It
is a pity that, when conditions are creat-
ed for a worker to improve his efficiency
and earnings, he neutralises the advan-
tage by morigaging his potential earn-
ings in exchange for a lethargic exist-
ence. The above remark is not an ab-
stract generalisation, but a statement
based on actual observations made in
some of our plants.

In some of the studies dealing with
schemes of productivity, there is a com-
mon tendency to focus all attention on
the worker, and the employer takes it
for granted that, on his part the effi-
ciency does not need any improvement.
This attitude on the part of the emplo-
yer has often discouraged trade unions
from enthusiastically responding to the
call of the management to raise produec-
tivity.

There are many ways in which the
management part can be overhauled to
be geared in time for higher productiv-
ity. A few may be mentioned: (i) ap-
pointment of qualified persons to im-
prove application by executive and
supervisory staff of sound policies and
efficiency techniques; (ii} improving the
methods used for selection and place-
ment of staff in the undertaking; (iii)
introduction of the practice of giving
brief induction courses to new supervi-
sory staff; (iv) strengthening and ener-
gising the line of communication bet-
ween the management on the one hand
and the foreman and supervisor on the
other; (vi) appropriate training for sup-
ervisors designed to promote producti-
vity consciousness amongst the opera-
tives. TWI has proved of great value in
many undertakings; and (vii) improved
system of personnel management. If both

management and labour enter a project
in a spirit of mutual assistance and pre-
pare the grounds on the lines suggest-
ed above, some of the obstacles in the
path can be overcome, without giving
room to any grievance on either side.

To sum up, productivity drive is a
war on waste in all forms. The move-
ment has to be carried on by a combina-
tion of brain, brawn and bullion. The
prosperity of a country is determined by
its production, which, in turn, would
largely depend on productivity, The ul-
timate aim is to cut costs and prices, in
order to stimulate more consumption.
This can be done only by increasing the
output per unit of labour and time ex-
pended.

As said earlier, the productivity of
an enterprise depends as much, if not
more, on managerial planning, direction,
control and organisation, as on the capa-
bilities of the worker on the line. Look-
ed at from this point of view, the con-
cept of productivity becomes a measure
of managerial efficiency. Thus, the effi-
ciency of top management will be re-
flected in the productivity of the manag-
ed enterprise.

It has become widely recognised that
rising productivity is essential for rais-
ing the standards of material prosperity.
It is high time for under-developed
countries, like ours, to take serious note
of this basic requirement for improving
the standard of living of the growing
population. In the last analysis, the
success of every effort to develop high-
er productivity would depend primarily
on improved co-operation between the
employer and the employed, and the
joint endeavour of both to achieve the
object in view. The shift of emphasis
in labour-management relations should
be in the direction of “collective think-
ing rather than conflicting bargaining.”
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Productivity Movement in India

The Labour Point of View

G Ramanuvran®

INDIA is struggling hard to become an

industrial nation. Intense efforts in
this direction, however, began really
only after Independence. We are there-
fore more than a century behind the
industrial nations of the world; and it
will be an extremely difficult job for
us to catch up with these advanced coun-
tries, for their initial advantage is our
initial handicap.

There is, however, another side of the
picture. Our late start is not without
its advantages. We have the benefit of
the experience and knowledge gained by
advanged countries during all these
years so that our starting point may well
be at an advanced stage. We may go
through all the trial-and-error process
which the United Kingdom and other
countries have gone through. On balance
however, the position is one of limita-
tions, resulting party from the late start,
but largely from the peculiar circums-
tances obtaining in our own country. The
problem of economic development is rid-
dled with a number of difficulties which
characterise the Indian economy.

India is still mainly an agricultural
country with roughly eighty per cent of
her pcpulation still depending on agri-
culture and allied rural industries.
Therefore, when we iry to follow the
so-called advanced countries, we have to
take note of the various limitations inhe-
rent in the nature of things. India hasa

* Vipe-President, Indian National Trade
Union Congress,

large surplus of manpower. Her unem-
ployment figures are staggering, Under-
employment is almost universal, except,
of course, in the case of a fortunate few
employed in urban organised industries
and services. These problems are not
there for the industrially advanced coun-
tries and therefore while attempting to
absorb the knowledge and experience
gained by such advanced countries, and
to shape our economy on that basis, we
should take care that such steps fit in
with our own reguirements and resour-
ces.

Considering the nature and volume of
unemployment, it is really difficult to
say whether in the near future there is
any chance nf our solving this problem
effectively. Perhaps we have to pass
through 3 or 4 Five Year Plans and even
then we are not sure whether the prob-
lem can be tackled. Therefore, our pre-
blem is really completely different {rom
the position as it obtains in the advanced
countries of the world.

There is rno guestion of Eastern wages
and FEastern workloads or Western
wages and Western workloads. It is
Indian wages and Indian workloads
under Indian conditions and circums-
tances. This attitude alone can lead to a
solution of cur problem. All of us, there-
fore, have to do a lot of introspection
rather than to lock to the East or the
West.

There is another aspect of the matter.
In the case of the advanced countries, it
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was possible for them to become ad-
vanced because of the huge export trade;
more often, their industries were geared
to more export trade. The advanced
countries had a very big initial ad-
vantage in this direction. They were
able fo build up and maintain ex-
port trade by colonial expansion.
But those days are gone. India can
never hope to build up an empire
or have colonies for herself, whether
for political or trade purposes. On the
other hand, modern trend of thought is
towards political independence. If this
is the growing tendency everywhere and
if each country wants to become, as
much as possible, self-supporting, the
prospect of building up a large export
trade or even maintaining it for any
country is very dim. Monopolised ex-
port markets are no longer possible as a
permanent source of strength to support
the industrial economy of any country.
Even advanced countries are compelled
to reorient their foreign trade, importing
raw materials or finished goocds—more
of the latter in course of time—in ex-
change for goods exported.

Should India try to build up her ex-
port trade and make such adjustments
as may be necessary as to suit the re-
quirements of export markets? In the
first instance, with advanced countries
having initial advantages in this respect
and all countries trying to build up fore-
ign markets, the prospect or our develop-
ing a permanent prosperous external
market is severely limited.

Secondly, we must consider whether
the import of goods in exchange from
other countries will not affect the poten-
tial employment opportunities in our
country, if there is a chance of our own
country producing those goods here. The
range and extent of the goods to be im-
ported in exchange should be limited to
those which we will not be able to pro-
duce here and such items naturally must
be very small. Therefore the capacity
to compete successfully in export mar-

kets should not be the main considera-
tion in working our industries.

At the same time there is no doubt
that we should make our industries run
to their optimum efficiency. We have
a huge population in our own country
and the internal demand itself is quite
big and bound to grow. Therefore, the
object of the industry itself should be
to depend mainly on the internal mar-
ket. If we develop a healthy internal
market of varied nature and adequate
purchasing power, it will absorbh the
products of industry and leave room for
increased productivity.

But what do we find in our country?
With large scale unemployment we can-
not expect the internal demand to grow.
The efforts of the NPC in the direction
of standardisation, reduction in the cost
of production and general cheapening of
goods, are commendable, But with the
low purchasing power of the people on
account of unemplyment ete., the prob-
lem is an adequate off-take for the mass
of goods, cheaply produced.

We introduce labour-saving machines
to produce a larger quantity of gooods at
lower cost but it is not the machines that
are going to consume the goods so pro-
duced. It is human-beings who have
finally to consume these goods. If there
continues to be unemployment, no mat-
ter however cheaply we may produce
goods, they will not find a market, for
the people will not be able to buy the
goods; and the whole objective will be
defeated.

Hence the main problems are: to pro-
vide employment for the millions; to
distribute purchasing power among
these millions and to stimulate their de-
mand for goods. Then if we produce a
larger quantum of goods at lower prices
in response to the people’s demand, the
economy will have a sound basis and
productivity will grow.

Our productivity plans and program-
mes should not ignore these basic as-
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pects of the Indian economy. Producti-
vity schemes therefore should not be de-
signed in a manner that would reduce
either the potential or existing volume
of employment or result in the shrinkage
of the purchasing power of the people.
There is feeling among labour that pro-
ductivity schemes turn out to be just
one more lever to increase the workload
of the workers and reduce the number
of hands employed. May be, this is one
way of increasing the per capita produc-
tivity of labour. But this way of increas-
ing produetivity leading directly to addi-
tional unemployment cannot do good to
a country which has already a huge
surplus of manpower. Also, it will be
difficult to get labour’s cooperation for
the success of any such productivity
schemes, if labour knows that ultimately
the axe is going to be applied to it. It is,
therefore, necessary to disabuse labour’s
mind of this fear.

We want to reduce the cost of produc-
tion so 2s to have the maximum output
for the resources put in the industry. In
order to increase productivity, we use
modern techniques, uptodate machinery,
automation etc. Assuming one worker
is thus enabled to do the iob of 10 work-
ers, what does it mean? It means that
we are throwing out 9 workers, which
in turn means that we are cutting off
the purchasing power of 9 families. Then
who will buy the goods if 9 out of every
10 originally employed are thrown out
of jobs?

Productivity should not be built
round dry economic theories; producti-
vity should be built round human needs:
the needs that arise in our country. If
we start the productivity movement and
go on bringing in more and more mecha-
nisation by automation and thus dis-
place labour, there is going to be more
and more unemployment. Already we
have got a large unemployment problem
and the productivity movement would
only increase this unemployment still
further. Productivitﬁ schemes should
not displace people who are already em-

ployed; our problem is to find employ-
ment for the millions and our schemes
should not aim at dislodging people and
creating further problems. That should
be the basic approach.

We are cn the one side saying that
industry should be decentralised, that
labour-intensive metheds should be re-
sorted to, otherwise we will not be able
to provide employment to millions. On
the other, we are having automation. It
is argued that there should be a balance
between labour intensive and labour
saving mechanism. It is rezlly difficult
to draw a line. The first thing which is
very important is full employment and
any productivity scheme which would
help us to take a step nearer to full
employment should, therefore, be wel-
come. Labcour has been accused in some
cases of being opposed to preductivity
or rationalization methods. Labour ap-
proaches this precblem in two ways. One
is permanent reduction in the initial vo-
lume of employment. Supposing a fac-
tory today smploys 1000 workers and
by intreducing modern techniques we
are able to reduce the labour to 300, job
oppertunitics for the remaining 500 are
permanently cut off, unless we have the
capacity to provide alternative employ-
ment for those 500 people.

The fact s that we have not the capa-
city, despite tripartite agreements, ra-
tionalisation without tears etc. Thereisa
feeling in certain quarters that if we go
on this way, continuously increasing pro-
ductivity, we shall at some stage be able
to solve the problem of unemployment;
and examples of advanced countries are
given in support of this contenticn; but
our conditions are different. If we want
to be immediately practical, we must
enquire into the reasons for low
productivity in our country. The main
cause of low productivity is to be found
in labour-management relations. La-
bour and capital are said to be partners
in the process of production. If there is
mutual trust and cooperation between
these two partners, there will be better
productivity; but if eacl looks upon the
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other as an opponent and goes to court
and resorts to law everyday, there is no
basis for trust, goodwill and cooperation.
If productivity is to go up, the foremost
requirement is healthy industrial rela-
tions. That means three things: enlight-
ened emplovers, responsible trade unions
and minimum government interference.

It is essential that employers organi-
sations should function in such a way
that their representatives at the plant
level readily implement agreed deci-
sions taken at tripartite conferences.
Indian employers must develop a sort of
enlightened self-interest and organisa-
tional discipline, if we are to succeed in
our Productivity Movement. There must
be a mutuality of obligations. There
cannot be a code of discipline for labour
alone. Employers cannot be free from
the same code of discipline. This was in
fact agreed to at the Indian Labour Con-
ference. Two years ago, it was laid down
that parties should bind themselves to
resolve all unresolved disputes by refer-
ing them to voluntary arbitration. But
this has not so far been honoured at the
plant level.

In recent years, there has been
a great increase in litigation, with parties
rushing up to the Supreme Court.
Productivity cannot inecrease through
litigation. ~This litigation-mindedness
must be given up, if the cooperation of
the working class is to be obtained for
increasing productivity. Litigation has
practically become a sort of secondary
industry; and the dices are loaded
against the workers, for while employers
fipht their case with funds drawn from
industry, the workers have to pay their
own expenses, Labour has got as much
right as the employer to the general re-
sources of industry. Industry must,
therefore, be asked to pay for the cost of
litigation both for the employers as also
the workers. In fact such an obligation
might be a deterent to litigation, and
this would be in the interest of produc-
tivity. Litigation must be stopped, and
there must be compulsory resort to vo-
luntary arbitration.

Some years ago, an ILO Pro-
ductivity expert came to Coimbatore and
delivered lectures on productivity. The
workers expressed their fears and sus-
picions about improvement in produecti-
vity. It was just one more device to re-
duce employment and increase work-
load. If so, was not labour jusitified in
opposing a movement so directly suicidal
to their interest? The ILO expert on the
other hand argued that far from increas-
ing workloads, productivity techniques
diminish them with simultaneous in-
crease in wages. Hence the Productivity
Movement does not adversely affect the
interest of labour.

It should be clear that labour will not
agree to its participation in the Produe-
tivity Movement, if it means displace-
ment of labour. It will not agree to a
heavier workload unless there is impro-
vement in the conditions of labour. At
present, the whole of industry is more
profit-minded than preductivity-minded.
Labour is also a victim of the same atti-
tude. The whole of industry has to be-
come productivity minded in respect of
its purchasing policies, the maintenance
of machinery and other conditions. La-
bour is asked to take interest in produc-
tivity methods, but workers are treated
as tokens or tickets, not as human beings.
There has been no sharing with the
workers of technical and financial know-
ledge.

There has been recently a move in
the right direction: the workers' right
to share in management has been finally
recognised. But in practice this part-
nership does not appear to be working
satisfactorily. If this partnership is to
be real, there must be a sharing of tech-
nical and financial information. Irres-
ponsibility in labour is due to the fact
that they are kept ignorant.  Labour
participation in order to be real can only
follow a psychological revolution in the
minds of management. At present
management is not prepared to sit down
and discuss with labour on equal basis.
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If such be the position, it becomes in-
creasingly difficult to have an under-
standing cooperation of labour in the
task of increasing productivity.

With the installation of modern, com-
plicated, costly and delicate machines, it
is essential in the interest of productivi-
ty to keep the workers informed and to
irain them continuously, by putting
them through appropriate apprentice-
ship courses etc.

Further, accepted norms must be
established; there must be in-plant train-
ing with productivity consciousness
developed at the plant level. At every
plant, there must be a productivity com-
mittee with representatives of manage-
ment, workers, technologists ete., to dis-
cuss freely the basic problem of produc-
tion and to suggest ways and means of

increasing productivity. The Regional
and National Productivity Councils
should only act as research bodies and
consultants to assess the local and unit-
wise committees.

Summing up, Productivity Movement
ior our country should concentrate on
reducing the strain on the workers and
at the same time enhancing their emu-
luments by zllowing them to share in
the gains arising from increased produc-
tivity, Better productivity can be en-
sured by better layout of the plant, by
installing modern machinery, better
maintenance, better guality of raw mate-
rials used, standardisation of the lines of
production, rationalisation of overheads,
better accounting, training of workers,
supervisory and managerial staff, and
last but not the least, better labour-ma-
nagement relations.

A PRODUCTIVITY TECHNIQUE IN INDUSTRIAL DISCIiPLINE

NPC understands from o Madurai firm that except for serious offences,
it has, with the active concurrence of the workers’ union, substituted an educa-

tive process for punitive measures normally imposed.

The firm learnt by ex-

perience that punishment, instead of having the desired effect of correction,
resulted, on the contrary, in wastage of otherwise productive time through ob-

servance of formalities ete.

Hence, from 1 March 1960, experimentally for a

period of 2 months, the firm has done away with the normal punitive procedure:
no charge memo is issued; no explanation is called for; no enquiry is held;
and, of course, it is not necessary to say that no punishment is meted out to an

erring employee.

For every noticeable lapse, an employee is called by the

concerned manager who explains to him how it could have been avoided.

Fault finding is avoided.

Both the management and the union have widely

publicised the scheme and expect that better discipline and higher efficiency

will result from the operation of the scheme.

NPC regards this as a happy sign

and is confident that managements will find out and apply such productivity

techniques on an increasing scale.
of mind.
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Productivity and Project Planning

S5 S KHERA*

Productivity, put very simply, is the
ratio of output to input. The questions
we may attempt to formulate are of
this kind: What are the points in time
when input becomes cominitted? What
are the decision-making points at which
the input, which constitutes one side
of this particular equation, becomes
committed? What can be done, should
be done, at these particular points of
time and of decision?

Now, planning is a continuing pro-
cess. It goes on from the very first con-
ception of an enterprise, coniinuously,
and indefinitely thereafter. In fact, that
continuous process of planning is one of
the marks ol a healthy, and healthily-
growing organisation.  Nevertheless,
indeed because of this feature of conti-
nuity of planning, it seems to be worth
while to trv and distinguish those points
in planning at which the various things
to be put In, whether it be in terms of
money, or men, or raterials, become
committed.

In distinguishing those points at
which commitments of input are made—
and much of the planning process is it-
se!f a process of making input commit-
ments—the purpose is to build into the
project itself those factors which will
make for the best productivity when the
project comes into operation,

In doing so, and particularly, speci-
ficallv in the context of our conditions
and circumstances in India, we should
draw from the experience that we have
gained so far, such lessons as we cam.
A first group of these aspects consists of
the given parameters within the coordi-
nates of which any planning of a pro-

ject, and for that matter any planning
or activity, economie, industrial, social,
has to have its being. I would plead for
the need to recognise, and to take info
due reckoning, these parameters, too
often omitted from attention, and at un-
due cost.

It would save f{rustrating, un-
recessary controversy on what are
or turn out subsequently to be very
often points of little or no consequence;
and that indeed it would help to con-
centrate due attention on those matters
which are of real consequence in the
planning of an enterprise.

What are some of these parameters?
Firstly, there are the national, the
major objectives. We argue a great
deal about this; but within certain
fairly clear limits, the major objectives
of a particular nation, of a particular
country, are more or less pretly well
set. Indeed, they are the mark and
measure of national cohesion and leader-
ship. Secondly, there is the given
parameter of our social and economic
values. If I may give a trivial exam-
ple, it is no use a manufacturer or his
consultant saying “Biscuits made in In-
dia tend to go soggy; let us make them
crisp as they should be, by using suet”.
Biscuits made with suet or lard sim-
ply will not sell in India; the social
narameters say so. Thirdly, there is the
prescription of a planned economy.
Some people like a planned economy,
some do not like it. But any planning
of a project in India has to be
in terms of planned economy and
* Seeretary, Department of Mines and Fuel,

Government of India.
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therefore, distasteful or disconcert-
ing or trying as it may be, we have to
abide by the particular features, includ-
ing key controls, of our economy as
planned.

Furthermore, there are the paramet-
ers of our country’s geography and of
our population, our historical past, the
present, and the anticipation of the
future. Then the political conjuncture,
the tax pattern, the taxation modes,
the methods and patterns and prac-
tices of our particular kinds of indus-
trial groups and individuals have to be
taken into consideration.

All these parameters deserve a little
more attention than they sometimes get.
Whoever deals with the planning of a
particular project, and omits or fails to
take due account of any of them tends
inevitably to get the enterprise bogged
down, involved in difficulties which
might otherwise possibly be less; con-
trarywise, due reckoning of these things
tends, I think, to increase the produc-
tivity of the project, for one thing sim-
ply by bringing it into being a little
quicker than with the delays caused in
resolving various unnecessary contro-
versies.

A second group of aspects relevant
to the building into the project of
maximum productivity relates to the
need to establish basic policies. These
basic policies derive partly from the
given parameters, specially relating fo
the project objectives. For instance,
to take one objective of several:
what is to be its policy as to profit?
What are the pricing policies to be fol-
lowed by the management? What are
to be the production schedules of the
project, in relation to the capacity, to the
market demand, to the consumption
pattern? Should the project be capital
or labour intensive, and to what extent?

These are the kind of things that go
to make up the second group; of matters
regarding each one of which, be it a
matter substantive or of method, it

seems necessary to lay down at plan-
ning points and stages, the basic objec-
tives and policies to guide the manage-
ment of the preject. The productivity of
the project will surely depend upon it.

Making up a third group, one factor
is the need to make provision for ex-
pansion of the capacity to be establish-
ed. If you put in capacity for expan-
sion in your lay-out, or in a rolling mill,
your stage one may be left holding a
lot of expensive investment idle.
If you buy or acquire a lot of land
round about your factory in the expec-
tation that you are going to expand,
you are going to lock up your capital.
It seems to me to be a proper part
of the planning process to see where
the balance lizs. It involves the ex-
ercise of judgment. But, broadly draw-
ing on our experience and our circum-
stances, there is scope, in our project
planning, to make greater, and more
consciously planned provision for the
expansion of that project. I think
this is a built-in element of pro-
ductivity which when it is neglect-
ed makes it dificult, and certainly un-
necessarily exgpensive in terms of time
and money and cost of output.

Another is the problem of location.
The decision as to where to locate a
particular project necessarily has to be
taken at the p.anning stage. But it is
a decision which is often taken rather
casually, sometimes even giving weight
to circumstances which in the long run
may prove somewhat irrelevant.

Then there is the problem of the pat-
tern of production of the project being
planned. I think, experience teaches us
that there is scope for paying special
attention to that: attention directed to
setting out the modes and degrees of
flexibility in the product specification
and design and in the production sche-
dules. In putting up your plant and
machinery, it is necessary to establish
a product pattern of a sufficient degree
of flexibility particularly in terms of
balancing the economics of the project,
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running the project to due profit, and
making full and proper use of the capa-
city established. These things are best
done at the planning stages and at
points where the input becomes com-
mitted.

One of our great needs in our coun-
try is to use the capacity installed.
There is a great deal more capa-
city which can and should be more fully
used: installed capacity which can
and should be more productive. New
capacity is most welcome; and in a
rapidly expanding economy we need all
of it. But it appears to be a reasonable
hypothesis that unless it can be proved
to the contrary, capacity installed and
made full use of is the most productive-
ly used capacity, not only in terms of
volume of product, but also in terms of
the economics of the project and of the
total social preduct which is derived
from it. At some stage or other, the
problem inevitably comes up before the
management, before the proprietor, be-
fore the Government, as to the optimum
capacity at which a particular piece of
equipment, or a plant or factory, or a
group of factories should be run. There
seems to me to be much scope for ap-
plying the processes of scientific plan-
ning to these problems, to ensure the
full use of capacity established, and to
avoid waste through idle capacity or
through capacity not fully used. T think
it is a piece of building-in of producti-
vity into the project to provide at the
planning points for the full use of the
capacity to be installed; for this purpose
it is necessary to take into reckoning
those features which I may call intra-
project, but equally also the extra-pro-
ject features, such as other similar or
related projects, established or planned.

Then there is a vital matter, more
directly related, and what is more re-
cognisably a preductivity feature in a
project: namely, the choice of the pro-
cesses, and the choice of equipment. We
all know the way these questions arise

in specific cases. If you are to putin a
new blast furnace, should yeu go in for
a blast furnace using high top pressure,
which has not been used before in cur
country? Should we use sintered ore
to feed it knowing that we have not had
the experience of sintering yet? Now
these are decisions which have to be
taken at the planning stage. One way
of dealing with such problems would be
to avoid them: surely a most expensive
way of doing things. Managers and ma-
nagement groups need to discover and
formulate the problems and the issues,
by finding out what the possible alter-
natives are. Too often the alternative
presented and upon which a decision is
taken is a single alternative, which is
none at all, or one of just two alterna-
tives, With the increasing com-
plexity of modern technolegy, it de-
serves very special attention at the plan-
nirg stages fo find cut what is best for
us at any particular stage of time. It
certainlv is an issue which is thrown
up in almost every new major project
which the Government sets up, and
gsimiliar issues are thrown up in private
enterprise too. In a country like ours,
we have to strike a balance between not
being left too far behind, in which case
for one thing our product cannot com-
pete with its final cost. Some processes
are too experimental still, other pro-
cesses are tco out-of-date, some pro-
cesses are obsolescent, some are at the
stage of final proving. Where the final
outcome of the experiment is likely to
be known within a matter of months,
certainly within the time when the
orders for the equipment have to be
placed, it is well worth taking a calcu-
lated risk. That was a kind of issue
which was thrown up, for instance, in
the case of the Nangal fertiliser project,
particularly when decisions had to be
taken as to whether the manufacture of
heavy water according to certain pro-
cesses which were then in an experi-
mental stage should be committed to any
particular process already established,
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but perhaps more expensive and liable
to become uncompetitive.

Another item is the need for some-
what greater attention at the planning
stage of the plant, to arrangements for
maintenance, replacements and spares.
It is one thing to order spares if
you are in the USSR or the UK
or the USA or West Germany where
you can pick up vour telephone and put
a call through to the suppliers and say
our mill stand iz broken, or a gear or
bearing, or a burnt out motor has to be
replaced, and it will be sent down to you
by a truck in no time. We cannot do
that here. Yet no project can afford
stock-piling great quantities of spares
and parts. There is need here for
attention as part of the planning pro-
cess and indeed as a rather difficult
piece of technical planning, to provide
for the necessary maintenance, spares,
stores, tools and jigs. Of course much
of this is obvious, even elementaryv; yet
these things do go by default. And I
do know that it is the managers,
who are, and rightly, responsible
and held answerable for breakdowns,
delays in repairs and replacements.
faulty maintenance, all of which affect
vitally the productivity of a project, Ma-
nagers should be encouraged and sustain-
ed with the necessary resources and ar-
angements, indeed called upon to estab-
lish maintenance, replacements and
spare parts schedules adequate to the
project at all times. For this purpose,
they must be associated with in plan-
ning stages at every possible point of
decizsion and commitment of input.

I may list very briefly here some of
the items which tend to go by defaut in
planning a project.

Stafling often tends to go by default
during the planning stages. One is
often tco slow in the matter of staffing,
of training and of research. Again and
again one gets caught out on that.

There is then the question of esti-
mates, as an element in the building of

productivity into the project in a num-
ber of ways. It would be a good thing to
attend more fully to the question of es-
timates; for example, to provide that
the estimates upon which the costs of
the cutput and upon which our profit
and loss depends, are accurate within
reasonable, and reasonably defined
limits, and adequately cover all the ele-
ments and constituent parts of the pro-
ject. For instance, there mav be an
omission during the planning stages of
a project of ancillary items and services
which, while not forming part of the
plant proper may vet be essential to get
the project going at all. The project
planner all too easily assumes for ins-
tance that power will be provided, or
raw materials or water or some other
services will be available and delivered
at the plant :n certain quantities and at
cerlain rates, while the supply of these
things is nowhere in sight. Or the es-
timates may omit to make provision, or
sufficient provisicn for things like hous-
ing, or even, in some extreme cases,
for things like training, or mainte-
nance. Due foresight and attention
in the planning of the project for all
these things and for careful estimates
of costs for providing them, are vital to
the produectivity of the project.

Over-estimating can be as bad, and
sometimes indeed worse than under-esti-
mating. There is an inevitable tendency
to spend to the limit of the estimated
costs; and extravagance or failure to
establish the oroject at the cheapest cost
possible is easier to conceal and more dif-
ficult to discover when there is an over-
estimate thar. when there is an under-
estimate. Since by its very definition the
final cost will be somewhat different
from the original estimate, it seems to
be better to err slightly, but certainly
not too much, towards an under-esti-
mate.

It should hardly he necessary to
siress the need to set out time schedules
for the preparation and construction
stages of a project. Indeed time sche-
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dules are a normal feature of all pro-
ject plans. But there is much room
for greater observance of the prin-
ciple that performance to the time
schedule is of the essence of the
project. The attitude to a time sche-
dule is all too often somewhat like
the attitude to standards of quality.
Much greater attention in planning
a project should he given to the
formulation of the time-schedules, to
ensure that they are practical, realistic
and duly co-crdinated. One way, and
a principal way, to ensure this is to de-
vise the time schedules in careful con-
sultation with those people, the man-
agers, who are going to perform upon
that time-schedule. Failure to do so
tends to make time schedules slip, even
break down altogether, with loss of time
and money and affecting seriously the
ratio between input and output of a pro-
ject.

Finally, a word about the taking of
risks: in any project planning, it is a
futile effort to try and provide for every
possible risk. There are margins of risk
in deciding upon the project as a whole,
the processes to be adopted, the equip-
ment to be installed; there are produc-
tion risks, and market and sales risks;
there are risks related to the raw mate-
rials and services, and so on. If you
are going to wait until you have hedged
yourself completely and covered your-
self for ali the risks, you will certain-
ly be playing extremely safe. That is 2
sure way of ensuring that the project
will not attain its optirnum productivity.
The building into the project of the pros-
pect of optimum productivity requires
the building into the project also of
carefully calculated risks: not just any
risks, not the kinds of risks associated
with gambling and speculation, for these
things are even worse than playing too
safe. It is an essential part of the sound
planning of a project to calculate the
risks, to evaluate them, and then to ex-
ercise a deliberate judgment to take
those risks which are worthwhile or
which in any case cannot be avoided.
We are sometimes toc frightened of

taking small risks; and sometimes this
leads us to having to submit to a major
risk later on.

Is it possible to build incentives to
productivity into the project during the
planning of a project? It is true that
a good part of the incentives will be
worked out during the operation of the
project, and that these will be worked
out by the employer and by the
worker; nevertheless some incentives
can be built into the project itself.
For instance an attempt could be
made to introduce paiterns of payment
by piece work, and associated with that,
a pattern of production bonuses. This
can, and should as far as possible be
done as part of the planning of the pro-
ject. This is a sound way of building
productivity into the project. There is
certainly more to be said for a sys-
tem of production bonus rather than
of profit bonus; I do not think that a
profit bonus is the best way of increas-
ing the productivity of an enterprise.

Workers’ participation is essen-
tial if co-operative thinking is to
replace conflictive bargaining. Work-
ers’ participation to my mind means the
participation of all the workers in an
enterprise in the management of that
enterprise. It is more than, and indeed
qualitatively different from, workers’
co-operation or association in the work-
ing of the enterprise, and from works
councils and the like. The way to
ensure co-operative thinking is to en-
sure a common interest; and the
way to ensurc a common interest is
to have at the management table and
at the other management or decision-
making points in an enterprise the parti-
cipation of all the workers in the enter-
prise. This seems to me to be of vital
importance to productivity. Now a few
concrete suggestions may be made to
enable the building into an enterprise
the factors which make for the best re-
turn for the input, in terms of the out-
put.

Firstly, I would suggest that the
chief executive of a project should be
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appointed at the earliest possible stage
in the planning of the project. It is a
too frequently made mistake, not to ap-
point a manager early enough. There
is a tendency to think over much about
the small expense involved on the salary
of the manager for a few months;
but the real cost iz the loss to
which you are put by delaying the ap-
pointment of the top executive. It
might be worthwhile for the NPC
to give some attention to this and
perhaps to do some case studies cn the
appointment of the top executive.

Secondly, the top executive should be
associated with the planning of the pro-
ject itself. The project will be better
planned for optimum productivity if the
manager who is to run it is on the
planning at every stage. It is wrong
to say, as is all too often =aid, “wait
until the plan is cemplete, or wait
until the plant has been constructed, and
then we will appoint a manager for it”.
Even though he cannot take the main
planning decisions, he should be asso-
ciated and involved in the planning
from the first.

Thirdly, the top executive cor man-
ager should be inducted and involved
in the principles of productivity and in
sound preduetivity practices from the
earliest planning stages. Those are the
stages when you can build productivity
into the enterprise; and that is when
productivity consciousness is at least as
essentlal as when the project is final-
ly running. That is the way fo
start towards optimum productivity at
the very heart of an enterprise. The top
executive is the man on whom you are
going ic depend to make your projeet
productive. 1 would suggest that the
National Productivity Council might
give some special attention to this par-
ticular need, namely, the involvement of
the top executive in building producti-
vity inte the project.

Fourthly, we should do something
more about inter-plant visits which are
still going by default. The National
Productivity Council should do some-
thing about it. To go and see things

elsewhere while you are planning a pro-
ject is at least as important, if not more
important, than going and seeing things
when you are already commilted to
your process, committed to your plant
and equipment, and committed to your
organisatior. and your methods of work.

Finally, I would make a plea, par-
ticularly to the National Productivi-
ty Council, for special attention to
human engineering as a feature in pro-
ductivity. Human engineering is some-
thing rather new tc all of us, the
science of ergonomics, which deals with
the relationship of the human body, the
human mina and the human spirit with
machines. This new scientific dis-
cipline is going to prove to be a
feature above all others in making
for produetivity. More important still,
it will help us all in the development of
healthy relationships between man and
man and between groups within the en-
terprise itself, and therefore in hu-
man relationships as a whcle. This is
particularly important in our Indian
conditions. Frequently we use processes
and machines developed in other coun-
tries, where the conditions are very dif-
ferent, It would help greatly at the
planning stages of an enterprise to
attend more fully to the relationships
between the particular machines and
our workers who have to work with
them in our own conditions of climate,
social habits, values, and practices. A
great deal should be dene at the planning
stages and in the designing stages of the
enterprise and of the plant and machine-
ry to relate these to the local conditions
in terms of human engineering. This
would bear directly upon the producti-
vity of the particular project. Here
again it might be worth while carrying
cut some case studies of our experience.

To summarise, my suggestions are:
appoint the chief executive quickly; as-
sociate him with the planning; involve
him in the orineiples and practices of
productivity; arrange for inter-plant
visits and exchange of experience; and
make a real start with human engineer-
ing.
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The NPC

THE Second Annual Meeting of the
NPC, attended by its members and
representatives of LPCs was held on 25
April 1960. The President of NPC, Sri
Manubhai Shah, made a general survey
of the 2 years’ work of NPC, since its
birth as a society on 12 February 1958.
The first year—1958-59—was really a pre-
paratory period which the organisers of
NPC utilised for establishing contacts
and relationships with the various pro-
ductivity organisations such as manage-
ment institutions, research organisations
associated with industry, technical
bodies like the Institute of Production
Engineers and academic institutions
such as the Tata School of Social Sci-
ences, the Indian Institute of "Pechnelo-
gy, Kharagpur, the Institute of Science,
Bangalcre and many other distinguished
institutions. These contacts have prov-
ed very useful in the work of NPC
which has however now begun io or-
ganise training programmes on its own,
to which a reference is made later.

Organisationally, the NPC had first to
concentrate its atiention on creating a
number of local productivity councils
which could act as spearheads of the
productivity drive. The President was
happy to inform the Council that 36
1L.PCs had been established, practically
covering all the indusirial centres of the
countrv, beside Statewise Councils cov-
ering Rajasthan, Assam. Andhra Pra-
desh, Kerala, Eastern UP and Rohil-
khand. The membership which mainly
comprises industrial units has already
reached the figure of around 2,000. These
1L.PCs have been fairly active in the or-
ganisation of productivity programmes
as must have been evident from the last
4 issues of this Journal. The importance
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of LPCs is being recognised by the NPC
itself, as an amendment of its Constitu-
tion is under consideration in order to
give larger representation to LPCs, as
was suggested by Dr. Lokanathan at the
last LPC Conference.

The volume of work done by NPC
was factually summarised by the Presi-
dent: (i) nearly 70,000 copies of 15 pub-
lications, including this Journal, pamph-
lets and Reports of Productivity Teams;
(ii) the setting up of a comprehensive
library of productivity literature at
Delhi and nucleus libraries at NPC re-
gional centres at Bombay, Calcutta, Ma-
dras, Kanpur and Bangalore, with a pro-
ject to set up such libraries under the
auspices of LPCs; (iii) nearly 500 film
shows alongside explanatory talks at-
tended by nearly 25,000 persons; (iv) 62
seminars, conferences and symposia
attended by nearly 5000 persons, the
subjects covered being work study, in-
centives, management practices, person-
nel management, human relations,
workers’ role in productivity, industrial
psychology etc.; (v) 162 talks on produc-
tivity subjects attended by nearly 6,000
persons; (vi) over 1500 persons trained
in various courses such as production
planning and control, statistical quality
control, stores reorganisation, inventory
control, executive development, market-
ing management, materials handling
ete. The target for 1960-62 is 300 train-
ing courses for at least 5,000 persons;
(vii) stimulation through LPCs of inter-
plant visits in circuits and in-country
productivity teams. 18 teams and cir-
cuits, constituted by the LPCs have
made a study of materials handling, hu-
man relations, industrial safety, plant
layout, and particular industries such as



textiles, pharmaceuticals, light and

heavy engineering and cycles.

NPC has expanded its foreign pro-
gramme. Under TCM aid, 8 productivi-
ty teams consisting of 82 persons have
so far been sent to foreign countries in-
cluding the USA, the UK, West Ger-
many, Japan, Italy, France and Sweden.
These teams have made a study of the
following industries: plastics, coal min-
ing, cotton textiles, road transport,
management organisation and train-
ing, factory building layout and cons-
truction etc. 15 more teams will go out
during 1960. They have already start-
ed making intensive studies of their
subjects within the country in prepara-
tion of making siudies abroad, 37
trainees were sent abroad in 1959 for
training in industrial engineering, mana-
gement and relations. An additional
batch of 20 trainees has been sent to
France for training in scientific manage-
ment, 50 trainees are likely to be sent
out during 1960 under TCM programme.
All these trainees are selected from in-
dustries so that they may acquire the
techniques which lead to higher produc-
tivity. Negotiations have been conduc-
ted for sending productivity teams and
trainees to the Soviet Union and other
East European countries. With the fina-
lisation of these negotiations this pro-
gramme will further expand.

It is rather awkward for the NPC to
comment on its own work. In the after-
noon,* however, the Home Minister of
the Government of India, Sri Govind
Ballabh Pant, inaugurating the NPC
Preductivity Conference, said inter alia:
... the National Productivity Council
deserves to be congratulated for its achi-
evements. It has hardly had a life of
more than 2 years but during this short
period it has made a substantial impres-
sion on the economic life of the country
... In two years you have done more
than one could have expected and the
progress that you have made so far

* Afternoon of 25 April

should hearten you for the future and
I am certain that as time goes on, your
achievements will become still more
noteworthy .... I would like to appre-
ciate the fine work that vou have done
so far. "

The NPC Conference on productivity
which went on for the whole of the nex¢
day (26 April 1960) raised many lively
issues, some of basic political and eco-
nomic imporlance and revealed a degres
of economic stratification, whose banefu!
effects, the Chairman (Dr. Lokanathany)
said, would have to be overcome by NP
through its educational programmes. Dr.
Lokanathan’s concluding remarks pin-
pointed the issues raised at the Confer-
ence: ', tha real question at issue iy
whether wages can or cannot be increas-
ed, unless further increase in producii-
vity takes place. Workers in fact make
a claim that they choose the managers
and even the entrepreneurs. There is
such a lot of philosophy in it.... In all
these subjects, there is a gap between
the points of view of the employers and
the workers. We were painfully remind-
ed of it when we heard today morniny
the distinguished representatives of em-
ployers and trade unions. Obviously the
NPC has still a large educational iub
to do.... the speeches indicate that we
have vet a long way to ge ... It is oh-
vious that there are different point; of
view, specially on the question of shar-
ing the gains of productivity.... There
is need of a first rate seminar, where weo
can evolve scme formula, acceptable to
the bulk of employers and employees in
our country.... The ouistanding and
happy impression created by this con-
ference, however, is that evervbody has
emphasised the need for fuller utilisa-
tion of our scarce resources. ... It is the
non-utilisation or improper utilisatim
of resources that has erested most of cur
troubles, just as in the case of irrigation
on which we have spent Rs. 1200 crores
in the First and Second Plans. The other
important point that has been made at
this Conference is regarding the growth
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and development aspect; and many
speakers have brought out this idea that
we should build in our Plans the growth
element, which is really to create fur-
ther pr?ductivity and further expan-
sion...."”

Dr. Lokanathan particularly empha-
sised the human factor in productivity:
“... 1 think, if I may say so, this is the
one way by which we can resolve most
of our difficulties: ... Every person has
children and these children have to be
educated; they must also have a house
1o live in. If the employers feel this
way and look at it from this point of
view, the sharing of the gains of pro-
ductivity becomes easier, because what-
ever may be said, there is a basic mini-
mum which has got to be provided and
it has to be provided from industry...
Low productivity is a reflection on the
entire social and economic structure of
the country. It is not merely the work-
ers that are responsible; all the rest are
equally responsible... The basic pur-
pose of this Conference is to bring about
this understanding of the importance of

~

the human factor. If it is recognised,
the question of unemployment can never
arise...”'*

In this context it is worthwhile to
mention that many distinguished indus-
trialists and labour leaders participated
in the NPC Conference on Productivity:
Sarvashri Naval H Tata (Productivity
in Indian Industry and Problems Con-
fronting Employers}, G. Ramanujam.

Low Productivity: Reasons and Reme-
dies), 85 Khera (Productivity and Pro-
jeet Planning), Babubhai Chinai (Factors
of Produclivity) HKS Lindsay (Produc-
tivity through Management's Eyes),
YA Fazalbhoy (Management’s Role in
Productivity), JM Shrinagesh (Morale
and Motivation} and GD Somani (Wages
and Productivity). Three of the papcrs
read by Sarvashri Khera, Naval Tata
and Ramanujam have been reproduced
in this issue of the Journal, and in our
opinion, merit serious perusal, for they
pose fundamental problems.

* See page 300 in the leading article.

Prodyction Planning
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Good Industrial Relations

ELris O KrLLer*

SMOOTH industrial relations are the

by-products of good leadership, and
the supervisor’s role is an extremely im-
portant one. Because so many of us
tend to consider the problem of good
industrial relations as separate and apart
from the whole job of good management,
it seems appropriate at the outset to
touch upon the meaning of the term,
“good industrial relations.” To illustrate
exactly what I mean, let me relate an
incident: A friend of mine was asked to
recommend an industrial relations mana-
ger to the head of a rather well-known
company. After describing the qualifi-
cations of the man desired, the president
summed it all up by saying, “What we
want is a man who can guarantee us that
we will not have labour trouble.”

For almost thirty yvears this executive
had been concerned about the marketing,
production and financial success of his
business. Now for the first time he was
concerned over the prospects of labour
trouble. The normal problems of the
business, and the “labour situation” were
two separate problems in his mind; vir-
tually in two separate worlds. To do
something that might promote good la-
bour relations was of interest to him
only to the extent that it was necessary
to prevent interruption of production.
What he wanted was somecne to take
over the responsibility for labour rela-
tions so that he could divest himself of
the problem, and go about his ncrmal
and regular job of running the business.
Needless to say, my friend was unable
to recommend a man who could meet
such requirements.

'—‘f‘CM Expert atiached to NPC.

Good industrial relations and good
management are one and the same thing,
There is no function, no activity in in-
dustry which we can lay hold of and
say definitely, “This is the personnel
function.” There is no programme or
programmes of activities which we can
superimpose upon an employee body,
and say: “Thase are industrial relations
programmes.”

Industrial relations are good or bad
according to how well each activity in
the whole business operates. Good rela-
tionships are an integral part of each
job from president to gang foreman;
from chief engineer ito office boy. In
brief, good industrial relations are the
result, not of the new things we do, but
of the way we do all of the things we
are already coing. Good industrial re-
lations are the result of the way we set
up our wage structure; the way we re-
late production decline to lay-offs; the
way we handle cases of discipline; and
the way we grant raises, and make pro-
motions or demotions.

Nor does the answer to good indus-
trial relations lie solely in these matters,
It goes deeper into the basic operations
of the business. It involves, for example,
the care we take to see that one shift
leaves things in proper order so that the
rext shift does not lose time in getting
started. It reaches into the tool room
where workers may he forced to use
wornout tools because the tool-room
clerk slipped in keeping his stoeck pro-
perly replaced.

Factors in Good Relations: [t depends
on how seriously we try to forecast our
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production requirements so that sharp
changes may be avoided wherever pos-
sible. It depends upon how much inter-
est we develop in our employees to serve
our real boss, the customer. It depends
on how good a sale job we do to bring
in new customers without which there
would be no employment. It also de-
pends on how stable a financial basis we
maintain for a financial enterprise, All
of these things, and many more contri-
bute to good or bad industrial relations.
The way the whole business is run deter-
mines the answer. Good management
and good industrial relations are insepa-
rable. They are one and the same thing.

If we accept this basic concept it be-
comes obvious that proper policy and
practice must be an integral part of the
whole programme. This becomes a mat-
ter of leadership. It is the way foremen
treat workers in relation to all these
matters; the way the superintendent
treats the foremen; and finally, the way
a general manager or a president handles
his own staff in order that right attitudes
and right methods may exist toward the
entire organisation. There is no activity
nor individual in the business who is not
affected if we are to manage so that good
industrial relations result. Perhaps you
feel that the implications I have outlined
are too broad. I think part of our diffi-
culty lies in the consideration of indus-
trial relations which are too narrow. As
we examine the way we manage, I am
sure we will all agree that the starting
point is a serutiny of our policies.

Causes of Dissatisfaction: In order to
establish a common basis of understand-
ing I would like to define a policy as a
principle or fundamental intention on
which we base our plans of action. Cer-
tainly, the principles and fundamental
intentions of management underlie
everything we do so that there is no
other basic point from which to begin.
1 submit to you, further, that dissatisfac-
tion in the working forees occurs gene-
rally under one or both of two condi-
tions: (1) When our policies are not right

in termsg of modern, contemporary stan-
dards, or (2) When the leadership with-
in the ccmpany is less effective in admi-
nistering these policies fo the workers
than outside forces are in selling con-
trary policies to them.

This may appear at first thought to
be a simplification of a major complex
problem, but as we think over every-
thing we do in this field, it soon becomes
clear that there is scarcely any other
answer. We have labour dissatisfaction
either when our policies are wrong, or
when they are peorly or weakly adminis-
tered. Policy making and policy admi-
nistration are major functions of mana-
gement, and as we gradually perfect our
management technique we hope to pro-
gress toward a better solution of our in-
dustrial relations problems.

Policies—The Extremes: Let us con-
sider, therefore, this subject of getting
our policies right. This is a far reach-
ing question, so I suggest that we consi-
der it from a broad basis. At one ex-
tremity there are such instances as sub-
prevailing wage rates (either for the in-
dustry, or for the area) ; unsafe practices;
favouritism; nepotism; lack of proper
sanitary and hygienic facilities; disre-
gard of personal welfare of employees;
disadvantageous regulations; class, ra-
cial, or religious discriminations; and
paternalistic or die-hard tendencies.
There are others, but these are typical.

Most of these practices are no longer
condoned in the average American in-
dustry. Yet, this observation holds true
only for the present. As recently as
forty years ago they were all generally
accepted in some industries without
much question. There is no “fixed” stan-
dard for “right” policies. Standards
change from generation to generation.
So we class outmoded policies under the
heading of exploitation—and properly
0.

Abolish Out-Moded Policies: Need-
less to say, if any of us are allowing any
of these things to continue in our com-
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panies, we are not just out of tune with
the times; we are acting in our own
worst interests. It appears to be the prac-
tice of some managements to permit an
admittedly outmoded poliey to remain
in effect until the representatives of
their employees demand a change at the
bargaining table. A poor policy is re-
tained as something to be used as a bar-
tering medium. Would these same gen-
tlemen permit an unsound, or unsafe
practice in their homes until such time
as their children grow old enough or
become intelligent enough to protest?
The answer is obvious.

At the other exfremity is a policy of
weakness. We can get too soft just as
easily, as, in some inslances, we have
been too hard. When management sur-
renders those prerogatives which, by
their very nature, belong to the manage-
ment alone, we can call this “weakness.”
We can be weak in other ways. We can
become frightened when crises arise, and
raise wages too freely, agree {o benefits,
start precedents which are not for the
best long-term interests of the enterprise
itself, or we can be afraid to do sensible,
constructive things lest someone will get
a false impression. Ultimately, manage-
ment, employees, stockholders, custom-
ers, and public-in-general suffer. There-
fore, between being too hard on the cne
hand, and too soft on the other, we face
the necessity of defining right policy
down a sound course between these two
extremes. Just what this sound course
should be becomes clear as we under-
stand fully the unsoundness of extremes,

Policies—Sound, Firm, and Open:
Therefore, we turn to the centre road,
and to what can be termed “the tenets of
industrial capitalism.” Broadly—and
very broadly—I suggest that industrial
capitalism means four things.

1. The purpose of business through
the proceeds of profitable enterprise is
to provide an ever higher standard of
living for the people of the country.

2. Management must give better
preducts at lower costs in order that

the greatest number of people may en-
joy their use.

3. Each individual has a right o0 a
standard of living commensurate with
the contribution he makes to the stan-
dard of all

4. Management must see that its po-
licies and practices give each individual
the opportunity te achieve his rightful
standard. I is not possible to cite the
specific pelicies which belong in this cen-
tre of the road. However, it is not an
impossible 1ask to determine what are
good, acceptable, contemporary policies.

S0, it is possible, as possible as any-
thing can be in this vast, moving area,
to bring our policies into alignment, and
to Keep them where our gosition is sound
and defensible in terms of contemporary
standards. INeedless to sav, unless our
policies are right. and our position en-
tirely defensible, there is not much we
can do to achieve good industrial rela-
tions.

One last note on policies. It was, at
one time, the practice of some companies
to have three sets of policies, or rather
policies divided into three categories: 1.
Those that were shown to all employees.
2. Those that were given cnly to the
supervisory force. 3. Those that were
known only by top administrators and
executives.

A company is usually kidding only it-
self when it “hinks such matters can be
kept “hush-lnish.” Sooner or later such
a practice will end in embarrassment for
management. Better have all policies
open and abave board so that you cannot
be accused of sitting in the game with
something up your sleeve.

Once we have our policies right we
turn to the other condition under which
employee dissatisfaction can occur; that
is, when the .eadership within the com-
pany is less effective in administering
these policies 1o the emplovees than lea-
dership outsice the company is in selling
them contrary points of view. This
leadership within the company is expres-
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sed in the way we live our day to day
operations, and not in the doing of super-
ficial things such as the distribution of
pamphlets, the use of payroll enclosures,
or the organisation of a baseball league.
It is basically again the way we carry
on.  Let us turn to one or two common
problems, and examine the manner in
which they are treated. They will serve,
perhaps, to illustrate our point as it
should be applied to all operations.

Bases of Pav: Let us take one of the
toughest ones firsi—the matter of wages.
We will assume that we have met the
first requisite—that our policy is right.
We have made certain that our wage
levels and wage svstems are right in
terms of good contemporary standards;
but how is the wage system to be install-
ed? When the jobs are being evaluated,
do the workers know the reasons for the
avaluation? By “reasons” I mean some-
thiing broader, more fundamental than
the erroneous opinion that the company
wants to step up production and cut
rates. After each job's base rate is set
in relation to those of the other jobs,
are the workers concerned allowed to see
the job study sheets, and become convin-
ced that their jobs have been fairly eva-
luated? Will the job be re-studied if the
worker feels strongly that all the facts
have not been considered?

Does he know that his rate ig in line
with the rates paid for similar work in
the community, and with those in com-
petitive industries?  These points are
raised because we have the choice of get-
ting acceptance of wage rates at their
inception, or of going through long and
costly procedures to get acceptance of
them after trouble arises. We might call
this process “management by consulta-
tion rather than by dictation.” It is
simply the common sense procedure of
“talking out” a problem together rather
than *“shoving it down cmployees’
throats,” and it isn’t a new procedure at
all. Farsighted leaders have used this
procedure ever since history began.

The unfortunate part of it all is that
this method has been used only in spots

according to the temperament of the par-
ticular executive or supervisor. Our
need, now, is to recognize it officially,
and make ii universally applicable, For
years many managements have consul-
ted with representatives of employees
on matters of mutual interest through
formal plans for such consultation. To-
day, this procedure in an organized
form, is the law of the land. If this is
the accepted procedure on a formally
organized basis where intimate under-
standings of individual problems are
difficult to achieve, isn’t it common sense
to make this consultation effective be-
tween a foreman and his men where a
completely intimate understanding of
the problem may be had?

Changes in Employees’ Status: Now
let us examine briefly some common
securrences in normal business life, the
matter of raises and promotions, and on
the other hand, lay-offs and demotions,
Again there is nothing new in these
everyday occurrences, but the way in
which they are done may mean the dif-
ference between loyalty and disloyalty,
between peace and strife. You are
thirking that the seniority clause has
eliminated all other factors, but in al-
most every labour agreement, even a
seniority clause is based upon the
phrase, “ability to do the job.”

Most of vou are familiar with the fol-
lowing typical situations: 1. An em-
ployee is given a raise or promotion. An-
other employee comes in afterward, and
claims to be as good or better than the
one who received the benefit. His story
is g0 convincing that we find it impossi-
bie to give him any real comparison be-
tween himself and the other man. Of
course we send him out with “no” for an
answer, but, the chances are, with a feel-
ing of discrimination deeply imbedded in
his mind. 2. An employvee with a num-
ber of ycars' service is picked for lay-
oft. When he is nnotified he asks why it
took us five years to find out he was
incompetent. Why did we not tell him
three years before that he was slipping
so that he could have improved his per-
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formance? What answer can we give
him that is sound, legitimate, and fair?
3. An employee of six months’ experi-
ence goes home one evening, and while at
the supper table his wife asks him, “Jim
how are you getting on with your
work?” He replies, “I don't know. No-
body ever tells me.”

Do you like to know how you are get-
ting on in your job? Do you ever tell
your subordinates how they are getting
on with their jobs? And can you do it
ifn such a way that they will respect you

or it?

Merit Rating: A definite plan, by
which ability to do the job may be deter-
mined, seems the only sensible answer.
This means a comprehensive plan of
merit rating where employees are eva-
luated, insofar as is humanly possible, on
a factual basis, and not subjectively ac-
cording to a supervisor's opinion or pos-
sible prejudice. Even this is not enough.
The way the rating plan is introduced
and the way it is used are equally im-
portant. Obviously, the supervisors us-
ing the plan should have a hand in devi-
sing it, and it is equally cbvious that the
workers should understand the various
factors on the scale. They might even
have some valuable suggestions to make,
These points are so simple and common-
place that it seems virtually a reflection
on the intelligence of any group to men-
tion them, but by actual fact how many
foremen do take part in devising the
merit rating plan they are to use, and
how many do take the trouble to ex-
plain patiently to their workers the bases
upon which their success or failure are
being judged?

Perhaps the best answer to this latter
question may be derived from another
question, how well do you and I do it?
How many of us have sat down with our
immediate subordinates, singly or in
groups, and discussed (not to mention
worked out together) the factors on
which they were being judged along
with the ralative importance attached
to each factor. Thus, while it is a simple

common sense procedure, it does repre-
sent an accomplishment of the first mag-
nitude to get it operating with all our
supervisory forces.

The trouble with most rating plans,
and I speak from experience, is that they
are largely theoretical. The factors on
the scale are often those developed by
persons other than those actually on the
job. All too often the ratings, once
made, are fled away for safe keeping,
and emplovees come to regard the entire
rating process as a “black bock” con-
taining all of their misdeeds or errors.
Unless the ratings are shown and
discussed ca.mly and censtructively with
each individual employee by his super-
visor, the whole process will cause far
moere damage to sound industrial rela-
tions than any geed it will ever accom-
plish.

What could be mere constructive that
a frank, friendly discussion belween a
man and his boss as to the ratings made?
There is no mystery to this, and if we
will but apply the procedure to our-
selves, we will know at once how our
employees feel about it. Unless our rat-
ing plan plays a basic part in raises,
promotions, lay-offs, and demotions, why
have it?

With a well-ordered plan of merit
rating, chanzes in work status are made
under a system that everyone under-
stands, and are no longer the real or
alleged causzs of diserimination growing
out of what the workers belisve to be
the personal feelings of the foreman.

The higher supervisor may use the
ratings made out by his subordinate
supervisors to very good effect. He can
quickly delermine which supervisors
are tough cr lemient, too strict or too
weak in their dealings with their work-
ers. In fact, if I had my choice of judging
supervisors by my own rating sheets
on their own workers, I would take the
latter method every time.

Influence in a Worker’s Life:
Throughout this discussion we have em-
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phasized the responsibility of the super-
visor in administering our sound policies
in the way which builds understanding
and promotes effectiveness, Who else
is there in our industrial organizations
who is in a position to command work-
ers’ confidence and respect so that they
may feel the company’s policies are
right, and that they are receiving a
square deal? Who elge is in a position
to help an employee make up his mind
about the fairness of his wage rate, the
necessity for orderly work arrange-
ments, the value of intelligent and pro-
perly paid executives, the importance of
the customer, the importance of good
publie relations and even the necessity
for profit in the free enterprise system?

This being the case, it would seem
illogical to indiet any worker for show-
ing dislovalty to his company, or for
going astray in his thinking. The simple
facts are that he has had no other basis
for judgment; and if any indictment is
to be made we must indict the only
source that is available to give the work-
er sound counsel, the designated repre-
sentative of the employer, the super-
visor.

Supervisors’ Training: This brings us
to our final point which is the key fo
the whole situation. As we consider the
supervisors and their capacity to do this
job properly, we recognize immediately
that many of them are incapable of ex-
plaining and administering the policies
of the company. Except for the details
of their own limited operations, they
know very little about the company. Re-
member, “nchody ever tells them.”
Therefore, the crux of our problem lies
in training and influencing the supervi-
SOTS.

Many procedures have been devised
in the past few decades to aceomplish
this objective. One method, if it can be
called a method of developing supervi-
sors, is to let them flounder around as
best they can. Another way is fo put
them in classes and have them study
matters of general information. Still

a third is through the medium of hav-
ing them meet as a group in conferences,
having them think out together some of
their problems. While certain of these
devices are of some benefit, they are
but a step along the way, and are totally
inadequate to accomplish the real pur-
pose.

One major weakness of all these
training procedures is the fact that the
superintendents and higher ranking
supervisors are left out of the picture,
or are either unsympathetic or uninfor-
med as to what their supervisors are
trying to do, or what is being tried for
them. Another weakness is that super-
visors are usually among the last to be
informed of the wvarious policies, and
changes in policies of the company. They
irequently receive their first informa-
tion on such matters from the union ste-
wards or agents. Their own problems
are sometimes unknown or ignored, and
gradually there comes upon them the
fesling that they are not of management,
but separate and apart from it. They
reach the peint where they discredit
the idea that they represent management
to their workers. At this point they
are ripe for organization into a Fore-
men’s Union.

The thing that is lacking is real lead-
ership. The supervisors cannot give it
to their workers if they do not receive
it from their own supervisors. There is
required in well-managed industries a
downward flow throughout all organiza-
tion levels consisting of authority stem-
ming from a combination of responsibili-
ty for administration of established poli-
cy, and from the exercise of judgement
and leadership in the existing situation.
And there is required an upward flow
consisting of those questions, facts, and
opinions arising out of actual experi-
ences, and permitted to exert proper
prassure on policy formation. If there
are bhottlenecks in this two-way flow
they seldom will occur solely between
the first-line supervisors and their
workers. So, if we expect our supervi-
sors to apply the principles of the foun-
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dations for good industrial relations we
must apply these same principles in the
relations between higher representatives
and those supervisors. The whole spirit
and method of management to be prac-
ticed by the supervisor must initiate
with the president of the company.

Right Executive Leadership: We re-
turn, therefore, to the realization that
interpretation and administration of
company policies with respect to indus-
trial relations is not different from the
way policies are made effective with
respect to all other phases of the busi-
ness. The problem is not one of work-
ing with the supervisors alone, but of
finding some method by which unity
of understanding, up and down, through
all levels of supervision from president
to gangboss, may be achieved. This is
the problem of management, not only
in matters of employer-employce rela-
tions, kut in matters of cost, quality, and
customer service. If is the problem of
leadership. Just as we decided we could
not indiet a worker, but must indict the
leadership offered him; so we cannot in-
dict the supervisor, but must indict the
leadership offered him; so we eannot in-
dict the supervisor, but must indict the
superintendent, general manager, and so
cn up the line if proper leadership is
lacking.

Therefore, if we get ocur thinking
straight tfo the point where we actually
want to do something about this matter
of gonod management, and not merely

* ki

talk about it, those in executive and
leadership positions must accept the
strong obligations which are inherent in
these positions. This means we are ob-
ligated to take the initiative, and to start
practising what we preach on our own
jobs. This is the most far-reaching
training job we can ever perform. Every-
onie looks to his boss for guidance. On
any other basis, all talk about good in-
dustrial relations is just that—tallk. Un-
less supervisors receive from their supe-
rintendents the same spirit and method
of management they are expected to
pursue with their workers, they will do
the jobs with their tongues in their
cheeks.

In conclusion, therefore, the answer to
industrial relations problems is the ans-
wer to all other problems of business—
good leadership. Problems of labour re-
lations are not automatically solved by
the signing of labour agreements. Con-
sistent practices and good management
from the top down, through every level
of supervision, is the only sure and per-
manent answer. The obligation upon
those in top leadership positions, first, to
determine right policies, then to admi-
nister them :n the way that builds un-
derstanding and releases initiative and
creative effort, is a tremendous one. It
is the greatest and most intriguing chal-
lenge in life. As we rise to meet it I
believe we may achieve standards of
accomplishment hitherto considered un-
attainable.

&+

PRODUCTIVITY CULTURE

The foreman’s and the administrator’s emphasis upon punctuality, res-
ponsibility, and the desire and drive to get ahead in life is part of their culture.
They have learned all these traits, Not one of them has been inherited—through
the foreman’s or the vice-president’s family, or his race or his nationality, Al
these traits of the good worker, or good administrator, have had fo be learned

through training, family pressure, work

opportunitias, and through encourage-

ment and reward on the job. To the foreman or the vice-president these traits
and habits of his seem so integral to his behavior, so much a part of him, that
he regards these virtues as entirely his individual achievement.
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Productivity

[ts Concept and Measurement'

K S Sangha?

LTHOUGH the term ~Productivity’
has come inio wide use only in re-
cent times, it has been tacitly discussed
and even elaborated since the beginning
of modern economic thought. In fact,
productivity may reasonably be pre-
sumed as the corez of classical econo-
miecs: the classical economists practical-
1y did not feel concerned about the pro-
blem of distribution. The predecessors
of the classical economists—the French
pnysiocrats of the early 18th century
had a clear though probably lopsided
idea of preductivity. They however
associated the “produit net” only with
land. They held the view that agricul-
ture alone was capable of producing a
surplus or nct product. On the other
hand, commerce, transportation and
even manufacture, despite the applica-
tion of labour were not capable of pro-
ducing a surplus and were therefore
‘sterile’. The classical economists be-
ginning with Adam Smith swept away
this distinetion between agriculture and
other productive elements. In fact, the
theory of productivity was substantial-
ly pushed forward by Adam Smith in

1. In Voi. 1, No. 3 of this journal, if was
indicated in the leading article (page
1) that a series of articles on The
Concept and Measurement of Productivity
would be published in this Journal. The
first article in this series was published
in Vol. 1, No. 4, page 236.

3. Visiting Professor, Department of Econo-
mics, College of William & Mary, Norfolk,
Virginia, USA

his Wealth of Nations (1776) in which he
advanced the view that higher produc-
tivity rested on the principle of division
of iabour. Using the famous pin-mak-
ing industry as an example, Adam
Smith explained the advantages of
dividon of labour in terms of greater
dexterity of the workmen, the sav-
ing of time commonly lost in shift-
iug from one task to another, and the
stimmulation of invention of machinery
which enabled ore man to do the work
of meany.

By the middle of the 19th century,
the Industrial Revolution in England
was almost complete; and Karl Marx,
who drew heavily upon the theories of
classical economists, particularly Ricar-
do, and upon what he saw of the indus-
irial transformation in Great Britain,
underlined the massive inereases in pro-
ductivity as the principal phenomenon
of historical importance, He ohserved
in The Poverty of Philosophy : “In 1770
the population of the United Kingdom
...was fifteen million and the produc-
tion population three million. The sci-
entific power of production would about
equal a population of twelve more mil-
lion, making a total of 15 million
of preductive force. Thus the produc-
tion power was to the population as 1
is to 1, and the scientific power was to
manual labour as 4 is to 1... In 1840,
the population did not exceed 30 million;
the production population was six mil-
lion, while the scientific power amount-
ed to 650 million, that is to say, it was
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to the whole population as 21 to 1, and
to manual power as 108 to 1. In English
society the day of labour had thus ac-
quired in 70 years a surplus of 2,700 per
cent of productivity,? that is to say that
in 1840 it produced 27 times as much as
in 1770.”

Since the turn of the present century,
economists began to realise the import-
ance of productivity data like national
income statistics as an aid to an under-
standing of the performance of an eco-
nomy. It was, however, not until the
Great Depression of the Thirties that
the economists and statisticians took the
pains to collect, analyse and interpret
data on productivity. The USA was
probably the first to compute produe-
tivity indices on a fairly wide scale, as
comprehensive statistics for a large see-
tion of industries were available in that
country. The US Bureau of Lahbour
Statistics has a Productivity Division
exclusively engaged in the analysis of
productivity in various sectors of the
econorny.

The experience of World War I
greatly increased the interest in produc-
tivity studies because it was conclusive-
ly proved that the major cause of the
victoery of the allies was due to the enor-
mous productivity of the US economic
system. This was even more so in World
War II, but the fact had not vet been
clearly undersicod or appreciated. The
facts, however, of World War II made
it very conclusive that the strength of a
country lay essentially in its produetivi-
ty.

When the war ended and the Euro-
pean economy was in a state of collapse,
the Organisation for European Econo-
mic Recovery (OEEC) devoted much
of its attention to the development and
measurement of productivity.4 In the
United Kingdom also, war time collabo-
ration was continued in the Anglo-

American Council on Productivity
which later gave place to the British
Productivity Council, ® This Council has
done substantial work on Productivity.
Japan has also established the Japan
Productivity Centre® which is making
herculean efforts to develop the produc-
tivity of the Japanese economy and has
published literature on its theory and
measurement. In India also the crea-
tion of the National Productivity Coun-
cil in 1958 rarked a signal step forward
in the enhancement of industrial pro-
ductivity which is bound to be a factor
of crucial importance in the economic
development of India. There is a pro-
posal to establish an Asian Produetivity
Organisation. Internationally, the Unit-
ed Natiens, and the ILQO particularly,
have been tzking interest in the promo-
tion of Productivity in a number of
ways and in various parts of the world,
Productivity has thus become the cen-
tre of the piece in the development par-
ticularly of underdeveloped countries.

The essertial idea of productivity is
simple enough. In common parlance,
productivity is usually defined as the
ratio between output and input both
measured in real terms., If a factory
works the same number of hours, other
things remaining the same, but turns
out 120 units a day insiead of 100, pro-
ductivity has increased by 2077, Indus-
trial productivity is thus the measure of
production per man per hour. Increas-
ing productivity means that production
hecomes more efficient, or what is the
same thing, less costly.

Output can be measured either in
term of the physical volume of produc-
tion or in terms of the rupee value of
production. If a commodity or service,
as for example, a bushel of wheat or a
kilowatt of electricity dces not, cver
time, undergo significant changes in its

3. Italics ours.

4. See article on European Productivity
Apgency, which appeared in this Journal,
Vol. 1, No. 3, page 33.

5. See article cn British Productivity Couh—
cil, Vol. 1, No. 1, page 43.

6. See article on Productivity Movement in
Japan, Vol. 1, No, 4, page 206.
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characteristics, the physical volume of
production would be a breoadly valid
measure. In case of such commodities, as
for example automobiles, tractors, radio
sets, whose characteristics go on chang-
ing over time, it is usually necessary to
measgure their output in terms of rupee
value; hence adjustment has to be made
for changes in the price level.

A given output (product) is the re-
sult of combination of many different
factors of input, such as raw materials,
machines, power, worker time and entre-
preneurship. Since a unit of input might
be one worker, one hour of labour time,
one machine, one acre of land, one ton
of raw materials or one kilowatt of elec-
tric power, it has generally been consi-
dered desirable to choose one yardstick
of input which is present in all produe-
tion. For this reason the input factor
most frequently used in productivity
studies is a man-hour of working time,
popularly known as “labour productivi-
ty.” This yardstick has an added advan-
tage that statistical records on employ-
ment are usually more comprehensive
and adequate than for any other type of
input. At the present time, data for
other types of input are not available in
any comprehensive and consistent form.
Furthermore, it is universally recognis-
ed that the standard of living of a na-
tion is limited ultimately by the income
created per hour of work, when account
is taken of the ratio of the labour force
to the total population, and the hours
worked per day, per week or per year.

The concept of labour input refers to
labour time expended in an establish-
ment of an industry, either in terms of
man-hours or humber of workers. The
man-hours concept refers to labour time
only, and disregards the number of em-
ployees who work these hours. If the
number of workers is used as a measure
of labour input, changes in the average
work day and work week are not aceoun-
ted for. It is suggested that the entire
number of man-hours worked gives a
more accurate measure of labour input.

Although it would be worthwhile to
weight man-hours according to effi-
ciency, sex, age, training, experience and
skill of the workers, so far data are not
available for this type of analysis.

Furthermore, the labour input factor
could mean labour expended on a defi-
nite group of operations, or it could in-
clude the preliminary work for the ma-
nutacture of raw materials and part of
the labour input cerresponding to the
manufacture of equipment and other
allied parts of machinery. This defini-
tion corresponds with *“value added”
through the process of manufacture only.

Our main purpose, however, is to
determine the rate of productivity. Itis
therefore advisable to use hours of work
as the input factor. It may be pointed
out that all hours of work are counted in
the same way, and no distinction is made
between hours worked by male and
iemale workers, skilled or apprentice
workers, and normal day or night or
overtime work.

In the analysis of man-hours, one
may face a problem of distinguishing be-
tween “man-hours paid for” and “man-
hours worked.” The concept of “man-
hours paid for” is more frequently used,
since it has been easier to collect such
figures. The “man-hours paid for” which
inciude hours not worked such as repor-
ting time, rest periods, sick leave, holi-
days and pald vacation, provide a more
useful measure of labour time required
for production within the framework of
existing  institutional arrangements.
They also signify the gross amount of
labour that must be purchased for con-
tinued production.

We can put the measurement of pro-
ductivity in terms of an extremely sim-
ple formula: P= % , where P reflects
productivity of labour, O the units of
output and M the man-hours or efforts
input.

In India man-hours data are available
for 29 organized industries in the Census
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of Manufactures, 1954, These industries
account for approximately 60 per cent of
Industrial employment in the country.
Since production statistics for each of
these industries are also available, we
may he able to compute productivity
ratio for each industry. But the employ-
ment of this simple, basic formula, one
can work out ratio of productivity for a
firm, or even an industry. Productivity
can be measured over a period of time
for the same economy, or it couid be
worked out for various countries, pro-
vided comparable data fer output and
input are available.

Over a peried of time ¢ would be
necessary to calculate the ratio of labour
that would have been spent in the cur-
vent peried to produce the base period
complex of goods to the {olal labour
actually expended in the base period?
Laspeyres formula takes care of these
historical changes in productivity. This
formula simply amounts to productivity
being a quotient of the unit of labour re-
quirement in the current period divided
by the unit lahour requirement in the
base period. that is the point or period of
time with which we want to establish a
comparison. The only defect in this for-
mula is that it takes into account the
base period complex of goods. Passche
formula is an improvement on this in
the sense that comparison is made on
the basis of the current complex of
dopds. In this formula, productivity is
the ratio of labour actually spent to pro-
duce the current complex of goods to the
labour that would have been spent in the
base period to preduce the same com-
plex.

Produetivity Indices: All productivity
data have 1o be presented in the form of
indices. Indices of ocutput per worker
are oblained by dividing the index of
production covering the output of an
indusiry by the index of production
worker employment. Indices of output

1. Intemationai Labour Office, Methods of
Labour Productivity Statistics, Geneva,
1851, p. 56.

per man-hour are obtained by dividing
the producticn index by the index of
production-worker man-hours. It is
often a matter of choice which of the
two approaches is used. Either method
should prove to be equally useful in case
where cnly one product is manufactured.
When two or more products zre includ-
ed, 1t is necessary to establish an index
of the nurnber of man-hours required per
unit of output. Since the productivity
statistics are mainly concerned with per-
formance of tae economy as a whole, it
iz considered useful to employ the out-
put per man-hour method. Preduction
index weighted with unit man-hour re-
quirements is theoretically the most suit-
able for measuring physical productivity
in terms of lakour input,

In India, ran-hour fizures are not,
«3 wet, available for all industries. To
overcome this difficulty, approximations
can be made to the production index by
using some substitute weights in place
of man-hours per unit. In case, data are
available for labour cost per unit for
separate products in the base period and
if labour cost per unit for separate pro-
duets is proportional to man-hours per
unit, approximately similar results can
be obtaired for the produetion index.
Here, of course, we are assuming that
average hourly earnings are zbout the
sarze for the workers employved in the
production of the varicus iters included
in the index. If wide variations in hour-
ly wage rates exist, this technique will
not be quite valid.

Various Measures of Productivity

The rate of economic growth for the
economy can be measured in various
ways, some of which are briefly examin-
ed below: (a) Net Product Type index:
This would correspond broadly to net
naiional income at factor cost. In India,
this type of data is available for the past
decade, in current as well as comstant
prices. However, man-hour figures for
the Indian economy are not available,
except for certain types of manufactur-
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ing. Nonetheless, this type of producti-
vity ratio—that is, net cutput related to
man-hours—shculd be useful in assess-
ing the significance of productivity deve-
lopment in the economy. Essentially, it
is an attempt {o analyse the ratio of
man-hours required for current year’s
net output to man-hours required to pro-
duce the net product of the base year.
Apparently, measuring productivity in
terms of rupee value has the advantage
of eliminating some of the difficulties in
aggregating or comparing the physical
output of different commodities. The
only shorteoming of this type of measure
is that it leads to the problem of price
deflation. (b} Value Added Approach:
The concept of value added (the value
of deliveries less the sum of expendi-
tures on raw materials, purchased elec-
tric energy, fuel, containers and contract
work) is considered to be a useful mea-
sure of real economic growth. In other
words, value added corresponds to the
value created in the process of manufac-
turing. One advantage of this approach
is that data for a wide group of Indian
manufacturing industries are available.
Moreover, value added has a fairly high
labour content. There is, thus, some re-
lationship between value added per unit
and man-hours per unit. Although va-
lue added depends on many factors in
addition to labour input, it clearly shows
the change which would have taken
place in the number of man-hours per
rupee value added, provided there were
no changes in commeodity prices, as also
in the cost of labour. If there is a rela-
tive increase in the production of items
for which man-hours per rupee value
added are low, the index of man-hours
per unit will decline even though there
is no change in man-hours per unit for
any item.

A significant use of value added is
that it can be related to wages of pro-
duction workers, If we take wages as &

. Wages \
per cent of value added VWQEH?HICO i
we know the share of the value added
going to the production workers. If the

value added per worker or per man-hour
is increasing and the ratio of wages of
production workers to value added is
stationary or declining, thiz indicates
that workers are not sharing in the
fruits of their efficiency.

Other Ratios: There is no complete
unanimity of opinion on the adoption of
labour effort as the principal input fac-
tor in measuring productivity of a firm
or an industry. Some think that students
of productivity are making a grave error
in ignoring the effectiveness of capital
and entrepreneurship. There is a point
in this argument, for productivity is
really the result of a combination of sev-
eral factors. But it is a question of ap-
proach, and practically, of the availabi-
lity of data. If data are available, say,
for capital emploved, its efficiency can be
computed. In the industrially advanced
countries of the world (such as the USA)
where already adeguate statistics are
available, attempts have been made to
work out capital output ratios.? We can
fisure out the efficiency of capital by us-
ing the formula:

. . Net Output
Efficiency of capltal”Céﬁﬁ‘Eﬁﬁ
Similarly we can attempt
to measure the productivity of land by
taking net output as the numerator and
the number of acres as the denominator.
Furthermore if one desires to determine
whether the farmer stands to lose or gain
in his daily transactions, it is necessary
to calculate parity indices (terms of
trade) for which the formula is as fol-
lows: Parity index =
Prices received by farmer X 100

Similarly if one intends {o figure out the
real earnings of workers, it would be
necessary to compute the ratio of index

8. The reader is referred to a useful study
by Daniel Cramers, Capital and Output
Trends in Manufaciuring Industry, 1890—
1248 (New York, National Bureau of Eco-
nomic Research, Occasional Papers, No
41, 1954).
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