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Role of Management and Labour
in Industrial Development and
Productivity Improvement

NN Wanchoo*

A fruitful partnership between management and labour is an essential requirement for sound
industrial development with a highlevel of productivity. Apart from introduction of sound techniques
of management, the management has the prime responsibility of ensuring good industrial relations.
which can be achieved by paying special attention to the development of Workers and Supervisors.
The workers have not only to be trained in the proper technigues but a psychological atmosphere has
also to be fostered. The best way of securing their willing cooperation is to make them feel that the
prosperity of the organisation means greater economic benefits to them too. Another method of
securing the whole-hearted cooperation of workers is to give them a sease of participation in manage-
ment. ‘We have to search for what is called *‘intermediate technology”-a technology which while
being modern does not go to the degree of automation or capital-intensiveness as would seriously
affect its employment potential. Properly-directed productivity programmes should enter into any
basic thinking on export promotion. Because of their greater employment potential and as a medium

for development of backward areas, small scale industries have also to be encouraged.

/

HE subject of Industrial Development has
assumed special interest because of the
slow-down in the pace of industrial growth in
recent years and the drive towards self-reliance
which has now become a major goal of economic
policy. This country started off planned econo-
mic development with a low capital base and a
poor infrastructure hardly 20 to 25 years ago.
Except for certain jute and textile products and a
limited quantity of iron and steel, by and large,
most of the requirements of the manufactured
goods of consumers, irrespective of whether
these were boot polish, baby food or bicycles,
were imported from abroad only 20 vears ago.
Today, almost the entire range of the consumer
goods of our people are produced within the

* Chairman, National Praductivity Council, New Delhi.

country and the number of registered factories is
9 or 10 times of what it was in 1948. In the
overall picture, in some areas our successes
have been beyond expectations, in some areas
just modest and in some areas well below our
expectations. India’s size, the pressure of popu-
lation on the land, the socio-economic conditions
that she inherited from the past, the low capital
base of her economy, the lack of requisite infra=
structure with which she started her economy
and, above all, the poor state of her agriculture
and its dependence on rainfall must be kept in
view in understanding our achievements and
failures after independence.

/ Sound industrial development with a high
level of productivity is everywhere the result of a
fruitful partnership between management and
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labour. A good climate for industrial relations
is also essential to the attainment of the best
results, Both management and labour, however,
function in an environment which is the general
economic environment in the country and in
which Government plays an important role.
[n evaluating our achievements in the field of
economic development in the past and in assess-
ing prospects for the future, we have, therefore,
to consider not only the role of management
and workers but also the part played by Govern-
ment in creating a favourable environment. ,

Administrative Framework

To consider first the administrative frame-
work within which our industrial development is
taking place, some of the Government’s policies
have been criticised by the bigger industrialists
on the ground that they curb individual freedom
and initiative. Tt is also said that we have a
large mass of regulations and an industrial
licensing system which has been held in some
quarters as being responsible for slowing down
the growth of industrial development, While
some of this criticism has validity up to a point,
it is admitted on all hands that the Government
is wedded to the goal of economic development,
which includes industrial development,alongwith
social justice. Accordingly, while its policies
are oriented towards development, they are at
the same time designed to ensure that develop-
ment does not lead to further accentuating the
disparities between the rich and the poor.

We are still suffering from serious foreign
exchange shortages and in order to ensure the
most beneficial utilisation of the available foreign
exchange in the interests of the national economy
a degree of coptrol has to be exercised, which
some find irksome. Despite controls and some
regimentation, positive action has, however,
been taken by Government in numerous direc-
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tions so as to give a direct fillip to development.
For instance, special solicitude has been shown
towards the growth of small-scale industries
which has indeed registered remarkable progress
in the last 15 to 20 years. Similarly, special
incentives have been provided for export promo-
tion schemes and measures have been taken with
a view to narrowing down the foreign exchange
gap. Likewise, special incentives have been
provided for the growth of industries in the less
developed areas. At the same time, the infra-
structure facilities, whether of communications
or of power are being developed rapidly so as to
create conditions favourable for industrial
growth. Practically the only sphere in which
Government’s policies are somewhat restrictive
is in relation to the larger industrial houses, and
here too the objective is to ensure that the
goal of social justice is not overlooked in the
drive for industrial development. All told,
despite criticism, by and large, the policies of
the Government have been directed towards
creating an environment in which industries
can develop.

Role of Managers

Management is becoming more and more
divorced from ownership and is now
becoming a profession. Many of our larger
industrial units are being run by professio-
nal managers who are not the owners of the
units. This is not only a development in this
country, but a development which is going on
throughout the world. An important feature of
industrial growth in the second half of the
twentieth century is that everywhere it is now
being more and more recognised that manage-
ment is both an art and a science and the science
of management is professionally taught in many
institutions. The size of many of our industrial
units is now so large that reliance on empirical
methods and plain commonsense alone will no
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longer suffice. The complicated nature of modern
industrial activity, therefore, has resulted in the
creation of the new science of management which
can be taught. Nevertheless, there is still a
sense in which management is an art rather than
a matter of learning tools and techniques. The
tools and techniques are indeed essential, but
they are, in the last analysis, merely aids to a
good manager who must have a feel of a unit if
he is to make a success of his job.

Modern managerial techniques include such
items as Materials Management and Handling,
Marketing Management, Production Manage-
ment including Production Planning and Control
and Plant Layout, installation and operation of a
system of Cost and Budgetary Controls, Pro-
gramme Evaluation and Review Technique,
Work Study, Preventive Maintenance, Quality
Contrel, Organisation and Methods, Fuyel
Efficiency, Personnel Management, and so on.
These are the tools and the techniques which the
managers can be taught and which are essential
for discharging the responsibilities of good
management. Apart from all these, the top
managers have also the responsibility of develop-
ing and grooming the middle and lower level
managers $o as to fit them for the performance of
more responsible duties later. Most of the items
enumerated are strictly a managerial responsibi-
lity, although, of course, a degree of cooperation
by the workers is essential. But no amount of
concentration on these techniques will produce
maximum efficiency in an industrial enterprise
unless industrial relations are reasonably good.
And this is where the art of the manager lies,

Apart from the employment of sound tech-
niques of management, it is a prime responsibi-
lity of the management to ensure good industrial
relations, which can be done only by paying
special attention to the workers'development and
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to the development of supervisors. The manage-
ment of personnel has to have a key place in the
striving for industrial efficiency. Good techni-
ques will not get the maximum cooperation of
the worker unless a proper environment and
atmosphere is created in which the worker
begins to feel that he is a partner in the enterprise
and willingly gives of his best; otherwise, all the
elaboration of techniques can be frustrated in no
time by means of ‘gheraos’ and go-slows. While
therefore, the science of good management has
an important place in medern industry, at the
heart of good management lies the art of manage-

ment, viz., good industrial and personnel
relations.

Role of Workers

? Good industrial relations lie at the heart of
industrial efficiency. But what makes for good
industrial relations and how is the worker to be
properly motivated so as to give of his best?
Partly, this is a question of educating and train-
ing the worker for which again the responsibility
is that of the manager. Not only have the
workers to be trained in the proper techniques
but a proper psychological atmosphere has also
to be created. The worker is also an economic
being and is interested in the improvement of his
own lot. One of the best ways of securing his
willing co-operation, therefore, is to make him
feel that the prosperity of the concern will mean
greater economic benefit to him personally.

How is this to be secured? One of the ways
which has been tried in advanced countries is
that of profit-sharing, viz., that if the efficiency
of an enterprise increases and results in greater
profit, the worker will directly share in those
gains. Share in the gains of improved produc-
tivity and efficiency must not, however, be looked
upon as a meticulous mathematical exercise in
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Sound industrial development
with a high level of productivity
is everywhere the result of a
fruitful partnership between

management and labour.

which elaborate calculations have to be made of
the contribution of each factor of production in
the improved efficiency. [t is this rather rigid
attitude which has led to a lot of trouble in the
past. Sharing the gains of productivity should
rather belooked upon as a philosophy of manage-
ment in which it will pay the managers to be
generous. In order, however, to secure proper
economic growth it should be realised that there
are three beneficiaries to any gain resulting from
improved efficiency and productivity. Two are
obvious, viz., the labour force and the employer.
But there is a third party involved, viz., the
community as a whole—the consumer and the
country. The gains of productivity should be
equitably shared between all three, otherwise
the masses of the people will not benefit; only
the employers and the actual workers in an in-
dustrial unit will do so.

Another method of securing the whole-hearted
cooperation of workers which has been tried in
some countries is to give them a sense of partici-
pation in management. Many schemes have
been evolved to secure this in a number of
countries. There has been some resistance to
inducting workers on the Boards of Management
of enterprises, since it is felt that many of them
do not have the proper training and competence
to be on such Boards. There is also the drawback
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that once the worker is nominated to a Board,
his links with his fellow workers weaken and
gradually he begins to be identified with the
management sothat the advantage of hispresence
on the Board is soon negatived. The answer to
some of this criticism is that the worker has to
be associated not only with the top Board of
Management but also at every level in an enter-
prise. Various schemes have been devised with
the objective of giving the worker a greater
sense of participation in the management of an
enterprise. Having regard to the level of educa-
tion of many of cur workers, while it may not be
possible to have a full-fledged scheme of workers’
participation in management in this country, it
would be worthwhile experimenting at various
levels so as to create the proper atmosphere.

Multiplicity of trade unioms, which is an
important factor in our indu/lrial situation at
present, has seriously bedevilled industrial
relations. The fact that the competing trade
unions are affiliated to different political parties.
each of which tries to win greater support for
itself by making extravagant demands, is well-
known. Theanswer really lies in having a single
union representing the workers in each enterprise.
But in the present conditions, both political and
industrial, in this country, it is probably toofanci-
ful to imagine that such a solution will be reached
in the near future. Nevertheless, an attempt
has to be made to secure some reduction in the
multipticity of trade unions which prevails at
present. At the recent Seminar at Bangalore on
this subject, His Excellency the President of
India also referred to the importance of reducing
the tension created by the multiplicity of trade
unions in industries.  Here again a great deal of
education wiil be necessary b:fore the goal can
be achieved, but there is no doubt that too many
trade unions have contributed to increasing
industrial unrest.
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Unemployment Problem

Another powerfutl element in the Indian situa-
tion which must greatly influence our appreach
as well as the approach of labour and trade
unionists towards industrial efficiency and im-
proved productivity, is the question of growing
unemployment which represents a most serious
problem for the Indian planner. We have no
shortage of manpower, though we have a serious
shortage of capital. Now, in economic terms
it is essential for us to maximise the use of our
scarcest resources and we can afford to be a
tittle more liberal in our use of the manpower
resource. This means that what is most suitable
for many Western economies which have seri-
ous shortages of manpower, but are compara-
tively well-off for capital, is by no means the
most appropriate for us. Hence the importance
miven in India to small-scale industry, the
employment potential of which per unit of capital
emploved is larger than for bigeer units. Hence
also the search for what is called *“Intermediate
Technology™. a technology which while being
modern does not go to that degree of automation
or capital-intensiveness as would seriously affect
its employment potential. Hence also the
opposition of Indian labour to the idea of auto-
mation. All this does not mean that we should be
content with ineflicient methods of production,
that we should forgo the economies and effici-
encies of large scale production, but it does mean
that in any given instance we must not uncriti-
cally accept methods and scales of production
which may have been found to be the most
efficient in the West in the totality of circum-
stances prevailing there.

It is not surprising that in the Indian context
automation s a bugbear to labour, for they
see in it a denial or lessening of employment
opportunities. Labour sometimes sees a conflict
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Apart from employment of
sound techniques of management
itis a prime responsibility

of the management to ensure
good industrial relations, which
can be done only by paying
special attention to workers’
development and development
of supervisors.

between employment and higher productivity.
While higher productivity, by providing for
increased economic growth, in the long run
leads to more employment, the question that
labour often asks is what happens in the short
run? In the long run we are all dead. It is not
much use telling labour that in a matter of four
to five years more, improved productivity will
lead to higher employment by way of accelerated
economic growth (as has been the experience
of all developed countries), if meanwhile un-
employment increases. Most productivity sche-
mes in India, therefore, must proceed on the basis
that there will be no retrenchment; which
means that our aim must be not to produce the
same amount of goods with the employment of a
smaller nurmber of men, but rather the aim should
be to produce a much larger amount of goods
with the employment of the same or a propor-
tionately less large labour force. Or, if we are
going to employ immediately a smaller work
force, then alternative gainful and useful employ-
ment must be found for the rest, Thus it is
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For improving quality and
competitiveness of price, properly
directed productivity programmes
should enter into any basic

thinking on export promotion.

abundantly clear that techniques and methods
which are most effective abroad have to be
modified for adoption in this country to suit our
conditions.

Export Promotion

Export promotion has for many years past
now occupied a place of key importance in
our national development. India needs to earn
foreign exchange and to improve its balance
of payments position as well as terms of trade.
We face stiff competition in the export markets,
both with respect to quality and prices. The
continuing upward movement of domestic costs
and prices in recent years has adversely affected
the competitiveness of Indian goods abroad. A
sheltered position in the domestic market cou-
pled with the ease with which increased costs
could be passed on to the consumers has made
domestic markets so attractive as to seriously
reduce the incentive for exports. Whatever may
be their situation in the domestic market, it is
clear that Indian business and industry face the
need for urgent cost reduction and improvement
in quality for a successful export drive. Apart
from quality and competitiveness of price, prompt
delivery and after-sales service are also of impoz-
tance in export promotion. Therefore, for a
successful export promotion drive these aspects
should receive adequate attention at the unmit
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level, For all these reasons, properly-directed
productivity programmes should enter into any
basic thinking on export promotion.

Small-Scale Industry

Considerable proportion of our growth in
industry has to be by way of encouragement of
small-scale industry. Apart from its greater
employment potential, small-scale industry
affords much greater opportunity for the develop-
ment of backward areas. These areas are back-
ward partly because they have an inadequacy of
industrial resources and partly because they lack
entrepreneurial development. It is impossible to
set up giant industries in all parts of this country,
but small-scale industries do provide scope for
development of even our backward areas. To
ensure this, however, we have to have propér
schemes for the development of entrepreneurs in
these areas. Unfortunately, too many of our
graduates from engineering colleges are still
motivated to look for jobs, It is essential to
develop schemes for self-employment of these
entrepreneurs, Both governmental and non-
governmental agencies are now paying greater
attention to this subject and schemes are being
devised which will facilitate the development of
entrepreneurship, thereby leading to a more
balanced development of industry throughout
the country.

Productivity  f

Productivity is strictly a relationship between
inputs and outputs. If, with a given set of inputs
and by a more efficient use of them, you can
produce more, i.e., your output ircreases, then
your productivity improves. Productivity also
improves if with relatively smaller inputs you
get a proportionately larger output. It may be
emphasised that inputs may be of different kinds
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—there can be inputs of labour, of capital, of
plant and machinery, of technology, etc.
Productivity is not merely the output per
worker or the productivity of labour alone.
The manager is as much concerned with
increases in productivity as labour. If pro-
ductivity is generally confused with labour
productivity, that is surely because ultimately it
is the human factors which govern and organise
all other factors. Capital and technology by
themselves cannot produce goods. It is some
human agency which has to organise, control and
utilise the plant and machinery or the raw
materials or the better technology. In this sense,
the human factor has a primacy over the other
factors and, therefore, in the last resort, it is the
human factor in an enterprise, viz., the manage-
ment and the workers who are at the root of the
most efficient utilisation of all other factors of
production. Realising all this, the National
Productivity Council of India has conducted
several training programmes for managers and
workers. Realising further that preaching is not
enough, theCouncil provides consultancy services
to the industries with a view to improving their
efficiency and to demonstrating the practical
utility of what it preaches. In particular it has
undertaken twe important schemes, viz, a
scheme for the training of Industrial Engineers
and a scheme for the training of Supervisors,
The object of all these schemes and training
programmes is to provide proper motivation for
both managers and workers and to arm them
with the necessary skills so as to improve effici-
ency. Productivity is, however, not something
which is the concern of the National Producti-
vity Council alone. Itis and should be a national
endeavour.

There are many other aspects of productivity
and industrial development to which one could
refer. For instance we need greater awareness of
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Considerable proportion of our
growth in Industry has to be by way
of encouragement of small-scale
industry which offers greater
employment potential as well as
greater opportunity for development
of backward areas.

quality control. Production and Productivity
do not mean the larger production of goods of
any shoddy quality, Then there is the impor-
tance of technology, particularly of borrowed
technology. Indiscriminate borrowing will hyrt
us. On the other hand, in our striving for self-
sufficiency we must not cut ourselves off from
improved techniques and processes developed
abroad. A proper balance has to be struck.

In the context of the roles of managers and
workers in accelerating industrial production, it
must be reiterated that the heart of the problem
lies in improving the quality and motivation
of the human factors. Special tools and techni-
ques for management and workmen can be
taught with comparative ease, but bringing about
changes in attitudes is a more difficuit business,
in which leaders of all sections of the community
must play their part and in wnich indeed lies the
art of management. It is this alone which wili
secure for us a prosperous futyre. |

(Based on the speech delivered at the All
India Conference on Industrial Development
organised by the Association of Company
Secretaries, Executives and Advisers gt Calcutta
on 2nd July 1972.)



How to Bargain for Productivity :
A Case Study’

Philip Lynch

The concepts associated with productivity-bargaining are fast becoming outmoded, for
reasons such as the advent of the Indusirial Relations Act, the abandenment f a prices and
incomes policy, and the rapid rise of a wage inflation which companies cannot hope to contain with-
in realistic increases in productivity. Yet the productivity-hargaining concepts have never heen more
fully developed nor more successfully applied than they are today. This article examines in detail one
such productivity bargain in a medium-sized company, describing its experience over 18 months in
developing and implementing a comprehensive appreach to industrial relations, wage systems and

efficiency-

N increase in productivity of nearly 107, had
beer: achieved by the end of 1971; and the
company has been able to contain labour cost
increases very successfully, [t achieved a
complete change of wage system from individual
and sectional piece-work to what is essentially
measured daywork on a variable rate—and did
so at negligible cost (note that British Leyiand
and a host of other companies were and are
prepared to pay substantial sums to buy out
piece-work, a system which in the engineering
industrycan he a source of almost unlimited wage
drift). There have been consequent vast improve-
ments in industrial relations since the major
source of conflict (i.e. the wage system itself)
has been removed from the arena. To quote just
one statistic, there have been no wage claims for
over two years in the company, when it would
normally be expecting to ncgotiate on wage
claims continuously throughout the year: no

less than 11 claims were in the pipeline when the .

deal started in March 1970.

*Reprinted by permission from May 1972 Issue of
Management Today, London.

Management has consequently found that it
has much more time on its hands to get on with
the positive aspects of management (rather than
manning the barricades). The managing director
suggested that he himseif and most of his senior
management team spend only half the time they
used to on industrial relations—although setting
up the deal did involve a lot of management time
initially. But freedomi to manage and innovate
successfully has helped the managing director
to push through a signilicant organisational
change. Departmental and senior management,
instead of being very functionally organised
(engineering, technical, production, finance, ete),
now has a manufacturing and project manage-
ment basis. The management tcam has also
been able to concentrate on expansion plans,
which are now a little ahead of schedule.

The work-force has also benefited. The total
wage increase of about 289, over the two years
compares favourably with the national average
of around 23 % over the same period. There are
now few internal dissensions and the works
convener has been re-clected unopposed for an-
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other two years, whichis a measure of the popular
support accorded to the senior stewards. The
latter have also won a large measure of joint
control, through a committec structure, in the
running of thtir departments and the company
as a whole. The system of joint control has many
parallels with the better kinds of industrial parti-
cipation on the Continent.

This approach differs from the traditional
productivity bargaining in many respects, But
the crucial difference is that a mechanism has
been introduced for increasing wage rates which
does not depend solely on productivity, If a
work-force is to be persuaded to abandon piece-
meal wage claims and to accept the control
implicit in linking earnings to productivity, then
such a mechanism has to be negotiated as part of
a total agrecemen:. The 18-month operating
period is significant: it coincided almost exactly
with the largest increase in national earnings
recorded in recent times in Britain (23 %, over two
vears), followed by escalating increases in the cost
of living, high unemployment and a drop in the
general level of economic aclivity, with short-
time working, a feature of the industrial scene.

The company is a member of a large engineer-
ing group, located in a post-war factory in the
East Midlands. The manufacturing process is
semi-continuous, and the 800-strong work-force
is groupad into four major manufacturing depart-
ments and several service departments. Tne
work-force is represented by one union, the
TGWU, although there is individual membership
of other unions, The record of industrial rela-
tions is good, with no strikes in the history of the
company and few serious disputes.

Before the start of the pay and productivity
deal, the uion and management had successfully
negotiated a works transfer and promotion
policy, and rationalisation of the minimum time
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rates, while union dues were deducted direct
from the payroll. Wage bargaining was con-
ducted on a sectional basis with each pay-group
Separately, and several sectional productivity
deals (mainly concerned with reductions in
manning} had been negotiated. The effects of
sectiona! bargaining in creating anomalies in the
wage structure had been well anpreciated, and
the company had on three occasions attempted
lo rationalise the wage structure through job
evaluation. For a variety of reasons these
tnitiatives had not been successful.

However, at the beginning of 1970 three
important features in the situation made it
necessary for the company to take a new initia-
tive. First, as a result of piecemeal bargaining
a wide disparity of earnings between jobs had
grown up. The first analysis of the wage struc-
ture showed that earnings bore little or no
relation to job value, whether measured in terms
of minimum time rates (basic rates), or in terms
of the original grades established from a previous
Job evaluation exercise but never put into effect.
Second, the fact that job evaluation had been
tried before and not implemented meant that any
further attempt had to be implemented success-
fully within a reasonable time-scale and with
full participation of the work-force.

Third and perhaps the most important feature
in the situation was a dispute in the Lot mills
during January and February 1970. Following
the claim of the Ford workers, a similar demand
fora £ 10 a week increase had been lodged and
an overtime ban imposed. The men finaily
settled by a narrow majority for a £5 a weck
increase to be paid across the board for an 89
increase in gross output, The settlement had the
twin effect of eroding previously-established
differentials between grades in the hot mills and
of creating a situation in which consequential
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wage claims from other sections could be expect-
ed. It also meant that a steep-line incentive
scheme was introduced, giving a very unstable
earnings effect, in that small changes in output
could produce dramatic increases or decreases in
earnings week by week. All three features
demanded an initiative to create a more rational
wage structure, which the work-force was
committed to sustain rather than exploit.

Accordingly, management and consultants
from AIC met with the shop stewards’ committee
on 13th March 1970 to put forward proposals for
a comprehensive pay and productivity deal,
involving: (1) The creation of a job-evaluated
wage structure by July 1970, towards which the
company was prepared to put the sum of £80,000
expressed as an annual rate on the wage bill.
(2) The establishment of a joint committee
structure to carry out the necessarywork to enable
this to be done, in particular a main committee
and a working party. (3) The assessment of
productivity potential, using activity sampling,
so that further pay improvements could be given
in return for increased productivity after job
evaluation had been implemented. (4) A
standstill on wage claims, to operate up to job
evaluation implementation and an agreed method
of dealing with some 11 claims already lodged
(mainly as a result of the hot mills settlement).

The shop stewards’ committee accepted these
proposals, and it was subsequently agreed in
works committee that non-productivity pipeline
claims would be deducted from the job evaluation
*kitty” of £ 80,000. The task of deciding whether
pipeline claims were productivity-based or not
introduced the first element of joint regulation to
the wages situation on a site-wide basis: in total
£70,000 was deducted from the kitty during the
following months. The committee structure
set-up to deal with the mechanics of job evalua-
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tion consisted of the works committee and three
functional committees, covering production
engineering and other services.

In accepting the proposals and carrying
through the job evaluation exercise, the shop
stewards were not committing themselves to
more than participation in the mechanics. They
realised that there were defects in the wages
system, and that many of the differentials were
quite unjustifiable. They were, therefore, quite
willing to look at an alternative approach,
provided their members did not suffer financially.
An indication of their position could be gained
from their insistence on a works vote before the
new job evaluation system was implemented,

The first test would come later, when shop
stewards would be facing their own members in
the job evaluation appeals panels, and would
be agreeing differential pay increases applying
to the job groups to bring them up to the new
grade rates. In both situations shop stewards
came to accept the need to discriminate between
their members and to take decisions on their
behalf.

For the purposes of speed and to ensure a
high level of participation, the ‘direct consensus
method” of job evaluation (developed by AIC)
was used. The technique invelves the paired
comparison of jobs, and then ranking them with
the help of a computer. The combined results
of job evaluation produced a grade structure with
seven grades, from the skilled tradesmen and top
production jobs in grade I down to the canteen
assistants and cleaners in grade 7. There was a
considerable spread of earnings in each grade,
to the extent that almost half the job evaluation
kitty would have been spent in bringing indirect
and time workers up to the current earnings level
of the direct production workers in each grade.
A single pay rate for each grade would therefore



PHILIP LYNCH .

have been too costly to implement; or else the
spread of earnings in production jobs would
have been little affected.

After much discussion in committee, it was
decided to implement three pay rates for each
grade, so that: (1) Production and other services
jobs which came under production pressure
appeared on the top pay rate (the ‘A’ line),
(2) Engineering jobs all fell on a separately defin-
ed engineering pay rate in each grade (the ‘E’
line). (3) Non-pressure jobs appeared on the
lowest pay ratc (the ‘B’ line).

One of the main factors in the very wide
spread of earnings—£15 per 40 hours—was the
effect of the hot mills bonus scheme on earnings
of both production workers and shift mainte-
nance engineers. For example, enginecering
mates (grade 5 E) were earning in some cases
several pounds more than skilled tradesmen or
skilled machinists in grade 1 E). This meant
that the grade rates had to be pitched at a level
that was realistic in terms of the high mill
earnings.

The main decision regarding the application
of the job-evaluated rates concerned the way in
which the rates should be paid. A decision was
finally taken to pay job evaluation as a make up
on the bonus rate. Although this had the advan-
tage that existing incentive schemes could con-
tinue to operate, it made the adoption of new
pay systems during the second stage of the pay
and productivity deal more difficult to achieve
in a situation where there was no commitment to
change.

The stewards took a full part in committee
decisions, and one member verified the calcu-
lation of pay make-up which each man should
receive as a result of the new gradings. The
stewards also had the task of sitting on the

337

appeals panel to arbitrate on the appeals
against grading by individual job-holders on the
shop floor. By and large the judgments were
objective, bearing in mind that each appeal
agreed to would in many cases mean an
immediate pay increase to the job-holders who
appealed.

It became clear, after the new job evaluation
rates had been published, that their cost exceeded
the amount set aside for job evaluation. An
agreement was, therefore, negotiated which sought
to: (1) recover the overspending through natyral
wastage, (2) epsure that further increases in
pay would only be obtained through productivity
improvements, and (3) obtain a mandate from
the shop floor to proceed into the second stage
on the basis of the first stage job evaluation vote.

The whole agreement was put to the vote
on 22 August 1970, and accepted by a very
small majority over the 60% favourable vote
needed to implement job evaluation. One of the
reasons for the small majority was undoubtedly
the lack of an effective communiecaticn structure
down to shop floor level. Although nearly 80/
of the work-force stood to gain financiallv out of
job evaluation, there was a great deal of igno-
rance of what the new wages rates meant, and
how they were to be applied. Many who had
little to gain financially may also have felt that
they were not prepared to give up the right to
press individual or sectional wage claims in the
future for a rather small wage increase now.

The work-force was at that time unable to
benefit from effective communrication and con-
sultation at departmental level, through depart-
mental committees which have since been set up
in each of 10 major departments. These depart-
mental committees, being much closer to the
shop floor, have subsequently proved to be a key
clement in the successful development of the deal.
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They provide not only a channel of communica-
tion, but a way of involving all the representatives
of the shop floor very directly in decisions that
are made. They have proved to be the instru-
ments of change by fostering joint management-
wnion commitment at departmental level.

After the signing of the works agreemeals,
covering the implementation of job evaluation as
the first stage, an appraisal was made of the
strategy for the second stage. There were sev eral
reasons (detailed below) why the company was
not certain about committing itself to an all-out
effort to increase productivity and thus to provide
further pay improvements as a result of produc-
tivity. First, the rate of wage drift already sus-
tained, on top of the wage increase as a result of
job evaluation, amounted to over twice the
average annual rate of wage increase over the
last five years. Second, productivity increases
through reduced manning were not consistent
with the expansion ot the works planned for late
1972 and the creation of extra jobs. Third,
repercussions were already being felt on the
staff side and had alrcady led to an unprece-
dented interim seltfement; further increases
could jeopardise the situation still further.
Fourth. a revision of premium pay and working
hours arrangements was felt to be necessary o0
that flexible shift and overtime working could
be negotiated.

Accordingly, the company proposed a work-
ing hours agreement as the immediate task.
Improved shift allowances were offered in return
for flexible manning arrangements, staggered
shift working and guaranteed overtime working,
[t was hoped that the agreement might go some
way towards defraying the cost of the men’s
claim for shift aliowances, which if met in full
would have cost nearly the same as was put aside
for job evaluation. The claim itself arose out of
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early recognition by the shop stewards that the
only difference in pay between shift and day
workers was the nationally agreed shift allo-
wance--since traditional differentials between
jobs of equivalent value on days and shifts had
disappeared under job evaluation,

So far as the working hours agreement was
understood at all. it was widely thought to be a
means of limiting industrial action on the shop
floor and an infringement of persgnal liberty (in
overfime guarantees). As such the agreement
was viewed with a fair amount of hosiility on the
shop floor. Tt even appeared that the whole
agreement thus far might be tornup. A change
of direction and a new initiative were therefore
required Lo sustain and build up the new modes
of participation through departmental commi-
ttees.

Fortunately, some progress had been made
on the original concepts of the pay and produc-
tivity denl, and the works committee had ratified
an important paper outlining the principles ol
pay and productivity. in addition, a new group
pay scheme conforming to these principles had
just beeo started in one hot mill. The com-
pany, theretfuve, agreed not to press the working
hours agreement on a works-wide basis. It put
forward new proposals at the beginning of 1971
aimed at paying for further wage increases out of
productivity savings, starling at the job evalua-
tion rate as the minimum earnings level for
norml working.

Th: proposals, subseguently ratified and
incorporated in the works agreements, provided
for (1) A rounding up of pay to the job cvalua-
tion rates for those whose bonus earnings (com-
bined wih their basic pay) left thern below the job
evaluation rates. (2) The phased introduction
of departmental pay and productivity schemes on
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a planned timetable. (3) A target of 109
productivity improvement to be achieved during
1971. (4) An agreed sharing of productivity
savings on a 75/25 basis in favour of the work-
force so that 109, productivity would yield 73 %
pay increase on the average grade rate. (5) The
pay-out of the 259, company share immediately
to improve shift premiums, in anticipation of the
109, target being achieved. (6) An interim
award to be paid out to the groups last in queue
to get their departmental scheme, or those who
would remain unmeasured, but would eventually
be linked to an overall works index of produc-
tivity. The award was calculated as half the
increase gained by the measured groups. In
additioh, the agreement provided for sharing of
earningi between those departments which were
above the target and those which fell short of
target, th.4 recognising that opportunities for
productivity improvement were not the same for
every department.

Seven departmental schemes were planned,
covering 859 of the work-force. Of these, the
first was already on trial, and the second was
just starting. The remaining schemes were to
be implemented within six months at the rate of
nearly one a month. The schemes were designed
to cover departments ranging in size from 15
men to 190 men, and were based on a common
reference period, which was also the same period
as that used for establishing the job evaluation
rates. The average departmental performance
achieved over this reference period was called
100 performance and was equivalent to the job
evaluation rate.

increases in performance above this 100 level
vielded equal monetary increases to everyone in
the department. Performance was measured by
the simple index of—
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Standard hours produced « 100= Performance
clock hours worked 7 index

Thus all the output in the departments which
was usually expressed in terms of tonnage or
footage produced had to be converted to
standard hours. This was done by converting
sectional or individual standards to standard
manhours per unit of output and accumulating
these standards into a total value for a given
route followed by the material. The route
standards (and there could be up to 120 route
standards in any scheme) were then adjusted so
that total standard hours equalled clock hours
for the reference period.

Seven departmental schemes are now operat-
ing on their own index. However, a works index
comprising the weighted average of the schemes
is being used to pay the unmeasured groups
remaining (e.g., site service workers, cleaners.
canteen assistants). The unmeasured groups
are small, since the main engineering content of
the work in the form of shift maintenance
engineers is included in the manufacturing
department they service, and they are treated
under the schemes in exactly the same way as
production workers

Any new plant or equipment installed within
the seven departments is automatically incor-
porated into the scheme, and the whole depart-
mental work-force gets the agreed share of the
savings. Changes in method can be introduced
on the same basis. Thus there is no reason to
alter any of the standards relating to the schemes,
although sections of individuals may improve
performance enormously as the result of method
or plant changes. The men themselves feel they
do not need to argue about every method change
and machine installation, as would have happen-
ed inthe past, because both the share of the
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improvement and the way it is to be distributed
are built into the rules of the agreement, and are
adm’nistered by the departmental committee.

Even with departmental schemes in which
savings can be shared with the work-force in an
equitable way, a complete rationalisation of the
wage structure is not achieved. Some depart-
ments may produce greater performance increa-
ses than others because theyare more willing and
successfulin achieving the potential for increased
productivity at the start, and receive more
management attention in terms of method im-
prorovement, capital investment, etc.

In establishing a sharing arrangement across
the works, the main works committee has been
concerned not to penalise the most successful
departments in terms of ‘effort’, but to attempt to
iron out differences. In addition, the long-term
goal is an overall works index from which every-
one is paid. In progressing towards these ends
a pooling arrangement has been negotiated (and
has now been ratified). It entails the following
provisions: (1) No department can be allowed
to earn more than five points above the works
index (the weighted average) without having to
share. (2) No department can participate in
the share unless its performance is less than five
points below the works index. (3} The low per-
forming departments have in addition to reach
the works target of 110 before they can gain a
share (whatever the works index), and the high
departments can earn 120 before having to
share.

Thus the limit on the pay of individual depart-
ments is not fixed, but can continually increase
with an increasing works index. The monetary
value of the excess points earned by the high
performing departments is paid into a pool to
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be shared
qualifying.

out among all departments

Fquitable wage increases through increased
productivity cannot themselves hope to fulfil
employee expectations about future wage increa-
ses. A mechanism is needed for the annual re-
view of pay which reflects both the work-force’s
contribution to increased efficiency and com-
parison with national wage rates. The company
has therefore begun negotiation on such a mecha-
nism, termed an annual improvement factor.
There are three main criteria on which the annual
improvement factor is to be based: efficiency,
prosperity and comparability.

The proposal is that these criteria should
operate by comparing each year's improvement
over the previous year, using where necessary the
company’s published results. The three factors
are not intended to be mechanically applied,
however, and the company will use the factors
only as a framework for each year’s negotiation.
In a year of low efficiency and prosperity, for
example, the company may have to fall back on
a pay-out related to the difference between the
rate of wage increase nationally and the rate of
wage increase across the site over the previous
year. Such a mechanism is crucial if an agree-
ment of this kind is not to flounder, when avail-
able productivity has been used up. The shop
stewards can only commit themselves whole-
heartedly to the agreement so long as it works
to the benefit of their members. Neither side
would want a return to uncoordinated sectional
bargaining, and this could happen unless mana-
gement is prepared to share with employces the
benefits of increased prosperity as well as in-
creased productivity.

An agreement of this kind does notin practice
have a distinct end, since both sides wish the
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process of development to continue into the
future. An important measure of achievement
will be whether such an agreement can continye
to be built upon the foundation of a better pay-
ment system, increased efficiency and greater
participation.

One distinct feature of this new kind of
productivity bargain is that the deal was com-
prehensive—covering the whole hourly paid
work-force. Most deals in industry are sectional,
covering only a proportion of the work-force,
and usually leading to consequential claims
from the groups outside the deal. Second, the
deal was developed with full participation of the
work-force; for example, it was the shop ste-
wards’ idea to start department committees and
to go for a guaranteed hours agreement in the
mills, Most comprehensive deals (including the
most famous) are based on agreeing a price to
buy out restrictive practices.

Third, the deal was angled at eliminating
sources of conflict often inherent in piece-work
systems while retaining a form of incentive
system. Most of the deals where a vaguer sort
of payment system have replaced piece-work
have been less successful in maintaining output,
while those retaining piece-work very soon find
themselves facing wage drift or conflict over
work standards.

Finally, the crucial difference in this case is
the annual improvement factor. The philosophy
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is that once productivity increases start to ‘run
out’, there is nothing with which to replace
them. With this technigue, which has now been
successfully implemented, pay increases are
related to the factors of efficiency, prosperity,
and comparability; and rules are agreed for
the application of the factors. In fact, the
company will shortly agree to straight profit-
sharing deal as a prosperity factor.

It is worth summarising, too, what such an
agreement can achieve: (1) An increase in
productivity sufficient to offset partially or com-
pletely the wage increases given. (2) A wage
structure which can be sustained rather than
exploited by both sides. (3) An end to sectional
bargaining and leap-frogging wage claims, and
the shop floor disruption which often ensues.
(4) The consequent ability for management to
plan both production and wage growth, to set
realistic financial tragets, and to pay attention
to positive aspects of management. (5) A shar-
ing of information and decisions with the shop
floor which leads to the removal of disputes
centred around false or misinterpreted informa-
tion. (6) An increased level of co-operation
based on a mutual gain situation, which leads to
favourable attitudes to change and the dismant]-
ing of restrictive practices. Such changes can
have a profound effect on an organisation,
resulting in a significant shift of organisation
‘style’ towards a more participative and forward-
looking approach. (]

BRITAIN HAD FEWER STRIKES

The number of strikes in Britain fell by 40 per cent in 1971 and the number of
workers involved in strikes by 33 per cent, according to the latest issue of the National
Institute Ecenomic Review. As well as there being fewer strikes. a major feature of 1971
was that there was a smaller number of large strikes compared with the yvear before.



New Systems of Organisation
in an Enterprise

Umberto Agnelli*

Orpanisational dimensions of the company are not to be considered in terms of rigid criteria.
They should take into account as well the fact that the new generation of managers refuses to accept
structures tied to systems of autheritarian management of power. but rather bases its fundamental
philosophy on the concept of the conscious and creative participation of all the forces present in the
enterprise. Modern enterprises have the tendency to arouse their members to participate more fully
in the choice of those objectives which make up important company policies. In modern enterprises,
committees which constitute an important application of group work are found to be ever-increasingly
used. The complexity of contemporary organisational structures require the presence of a specific
bodv within the enterprise to coordinate the sector’s activity in an organic and autonomous way.

Wrn-l technology rendered ever more perfect,

with the tendency towards the concenlra-
tion of industry and finance, the need to operate
competitively on a national and international
scale under conditions of continual political and
economic transformation, the modern enterprise
is incessantly stimulated to put into practice a
constant improvement of the managerial techni-
ques, and a rapid evolution in the very philoso-
phy of entrepreneurship is promoted.

Flexibility in the Orgasisational Structures

The ability that the organisational structures
have to adapt to the ever-changing internal and
external requirements becomes, therefore, one
of the determining factors in important conzpany
decisions. and the organisational activily, there-
fore, must take on the character of permanent

*Managing Director, FIAT, Torino, Italy,

creativity. Each kind of structure should be
considered as a point of departure and not of
arrival, because its crystallisation, however much
it be suited to a determined historical moment in
the enterprise, reveals the beginning of its obso-
Iescence. Hence, to the contemporary way of
thinking, the organisational dimensions of the
company are not to be considered in terms of
rigid criteria, taking into account as well the fact
that the new generation of managers refuses to
accept structures tied to systems of authoritarian
management of power. but rather, bases its
fundamental philosophy on the concept of the
conscious and creative participation of all the
forces present in the enterprise, in order to reach
pre-established objectives. Moreover in our
country this way of thinking finds a response in
the new kind of relationship between the private
enterprise and the social context in which it
operates. If once upon a time the requests that
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society made on the enterprise took on a con-
crete form essentially as the creation of new
places of work, today much more is as¥Xed of ii:
that is, an active and conscious participation in
the management of the national resources, and a
conditioning of its operative decisions by the
economic, social and hunvin consequences that
such decisions have on socicty in general.

Greater Participation in Choosing Objectives

Modern enterprises have. therefore, in
common the tendency to arouse their members to
partictpate more fully in the cheice of those
objectives which make up importar; company
polictes, with. consequently. in
responsibility when they are achteved. This type
of management postulates o structural plan
orviented around the decentrahsation of the
functions and the responsibilities from the centre
to the periphery, with the creation of product
sectors put under the direct control of the General
Management. and given o considerable auto-
nomy within the area of company policy. ranging
through the whole operative area-— from research
lo projects, to production. to sales and after-sales
to administration and personne! management.
The decision-making process is, therefore, trim-
med down and made quicker because it remains
within the scene of action, while the top manage-
ment remains above the mercly exceutive and
bhureaucratic tesks, and is able to dedicate itself
totally to its institutional functions (formulat-
ing policics, co-ordinating dependent  bodies,
checking on their operations). Of the managerial
aspect we should emphasise then that the top
management has the possibility of determining
the opcrative efficiency and the profitability of
the separate sectors. as well as preciscly evalua-
ling how to utilise the ersonnel. the finance.
the plants and the werk instruments, Of course.
decentralisation means that a plan has to be put
into practice and carried out concerning the

an  inorooce
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Modern enterprises have the
tendency 10 arouse their
members to participate more
fully in the choice of those
objectives which make up

important Company policies.

future requirements of compan members, the
development of their leadership capacities. the
co-ordination and management of the staff, all
of which allows them to experiment their capa-
cities and attitudes in various sectors and under
different working conditions. through the appli-

cation of a policy of mobility.

Lt is ¢lear that the more comglex the operative
condittons are in the enterprise. the more diversi-
fied are its products and the more fragmented
are its phases of production. ever greater will be
the need for a centralised reinforcement of the
functions of assistance. co-ordination. direction
and control. functions which are to be carried
out by a specialised and quantitatively efficient
body of statt. Such a body must give account of
its activity both to the General Management,
by supplying it with a valid support in the form
of consultation and information on which to base
its decisions. as well as to the operative bodjes.
by giving them assistance and by fucilitating co-
ordination, controlling their activity by evaluat-
ing the results obtained compared to the objec-
tives aimed for, and finally by carrying out
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Organisational changes must

be graded through various stages
of the structure, with scope

for avoiding negative reactions
which could occur in the
organisational tissues of the
enterprise —reactions provoked

by too hasty reorganisation.

analysis of the discrepancies, and the actions to
be taken to eliminate these.

Important Role of Committees

In modern enterprises, committees which
constitute an important application of group
work are found to be ever more increasingly used.
They have a particularly prominent function in
enterprises organised on an international scale
with widely diversified production activities,
Their activity can in fact have its outlet both at
thelevel of top management by making important
contributions to the formation of general com-
pany policies (strategic and financial decisions,
trends to be followed in personnel management,
planning, development etc.....), as well as at
the level of the central bodies of staff to obtain
a proper co-ordination with the bodies of the
line, the analysis of problems. the study of the
various objectives and the solving of questions
which could otherwise give rise to a conflict of
authority and competence within the organisa-
tion. The activity of these committees conse-
quently lies within the framework of the vast
basic problem of the creation of a communica-
tions system within the company, whose forma-
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tion should guarantee a rapid flow of informa-
tiont both in a vertical and horizontal sense, and
whose validity will depend on the frequency and
content of the information provided.

The observations expressed above and the
very complexity of contemporary organisational
structures, require the presence of a specific
body wihin the enterprise to co-ordinate the
sector’s activity in an organic and autonomous
way. This specific body should have the con-
stant support of the management acting as a
formal and substantial guarantee of its credibi-
lity., The said body should regroup in a single
entity the various sectors having general orga-
nisational tasks, as well as those systems which
deal with information, elaboration of data,
and work procedures, taking into account the
close inter-relationships which it is opportune
should exist in order to arrive at greater mana-
gerial efficiency in the enterprise. Lastly, it has
to be pointed out that organisational changes
must be graded through the various stages of
the structure, with the scope of avoiding negative
reactions which could occur in the organisational
tissues of the enterprise, reactions provoked by a
too hasty reorganisation. It must be remember-
ed that behind the pigeon-holes of the enterprises’
structure stand men with a wealth of knowledge
and experience to be respected, preserved and
put to good use. But this typical consideration
by the participatory enterprise for the human
element must not, however, give rise to its in-
convenient opposite, which loses sight of the
fact that the organisational structure must not
be built around people but, while naturally
taking into account the human element at its
disposal, should be based on the requirements
which come to light in a particular historical
moment of the enterprise. If it were otherwise,
each change of personnel would involve an orga-
nisational change. O



Management

Productivity

JB Leslie*

Effective managerial leadership is basic to improvement in productivity. It is no longer

enough for a manager to be technically competent.
him, out of but impinging upon his business environment.
positive productivity-oriented attitude throughout the company.

He must also be alive to the world around
It is also imperative to develop a
Middle management must be

encouraged to take initiative and should also be given authority relevant to their responsihilities.
At the shop floor level, it is important that the workers are given, wherever possible, some direct
productivity incentive. True motijvation should arise from a general belief by all levels of employees
that company policies encourage people to think and to act.

LET us start with delinittons—productivity

is the ratio of goods and services and the
resources which have gone into it. Higher
productivity is getting the same quantity or a
higher quantity of goods and services from a
relatively lower usage of resources. Generally
there is unanimity that this is a desirable end to
achieve except where radical changes resulting in
reduction in the employment of fabour are
by-products of the change.

Management productivity is the direct con-
tribution of management in creating higher pro-
ductivtty. Resources arc lubour. capital, equip-
ment and material, and optimum utilisation is
management’s responsibilily.

Major Lines of Approach to Improved Producti-
vity

Critical Examinution of Job Methods—1Ts
work being done on the basis “It's always been
done that way™, or i1s there systematic provision

*Managing Director. Indian Aluminium Co. Ltd.,

Calcutta.

for review and are suggestions for innovation
encouraged ? Research and development should
go on with greater emphasis on development. In
anything but major business empires “‘pure”
research may be too costly and may largely be
concentrated in national institutes, A great deal
can be and is being achieved, however, by practi-
cal development work which is concentrated on
improving methods, machines, better utilisation
of raw marerials, improvements in maintenance,
etc. This is a pragmatic approach but develop-
ment work at the plant level can show worthwhile
refurn on investment particularly if in a multi-
plant organisation a free exchange of informa-
tion exists. It is helpful if there are few restric-
tions placed on this information flow—let it
procecd at all levels of an organisation without
having to go up and down through recognised
channels which may delay or adversely influence
the propagation of ideas.

Encovragement to Middle Maragement

Top management should help by discussing
the ohjectives which are the aim of the organisa-
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Management productivity is the
direct contribution of management
in creating higher productivity.
Resources are labour, capital,
equipment and materials, and
optimum utilisation is

management’s responsibility.

tion. These objectives should originate with the
producing units and be co-ordinated in joint
discussions into an overall plan. It is largely
from the efforts and enthusiasm of the middle
management level that improved production
will result and senior management should act in
a supportive manner to see that middle manage-
ment isgiven the materials, equipment and man-
power necessary to achieve results. Often, senior
management may find it necessary to be critical
but there is a world of difference between helpful
and constructive criticism and between finding
someone to blame when things go wrong.

Need for True Motivation

If higher productivity is an objective, one
must be prepared to try new paths, take justifi-
able risks, and acknowledge the possibility of
loss and error. Nothing will discourage innova-
tion more than witch-hunts conducted over
responsibility for errors which were made in an
honest effort to help a company’s Progress.
This is not to advocate a laissez faire
policy. There must be discipline at all levels,
but true motivation should arise from a general

ik

belief by ali levels of employees that company
policy encourages people to think and to act.
One frequently reads in newspapers that a loss
has been made in such and such an undertaking
and that the persons responsible should be sought
out and punished. Where gross inefficiency or
corruption exists this may be reasonable, but to
demand error-free performance is the most
certain way (o sltifle innovation and restrict
productivity. It has been said that successful
top management personnel may have a ratio of
success to error in decision making of about 60 :
40 per cent, The successful manager takes
great care in assessing his priorities-- le.
he reduces his percentage of error on important
decisions by taking more lime over them, he
also learns rapidly by experience and considers
he is at fault when he repeats an error. One must
admit too, that in the complexity of modern
business, decisions are frequently made and it is
well-nigh impossible to state at a later date
whether or not the optimum decision was taken
or that an alternative could have been better.

Choice of Productivity Targets

Much has been written about the proper
choice of productivity targets, the importance of
not only “doing things right” but “doing the
right thing”. Increased production of a loss-
making item does not help if the loss increases
also; this entails intelligent use of budgetary
controls and also attempting to involve account-
ing personnel in the productive aspects of the
business undertaking. All too often, accounting
becomes virtually a historical function which
keeps management informed of past performance
but too late to effect changes. The need for
accurate accounts is self-evident, but there should
also be a parallel system of “‘accounting by excep-
tion”” which brings promptly to management's
attention any unusual item,



JB LESLIE

Productivity Incentive to Workers

At the shop-foor level it is important that
the workers be given, wherever possible, some
direct productivity incentive. This cannot
always be calculated in a highly scientific manner,
but it should be production-related and kept as
simple as possible so that every employee can
recognise that portion of his pay-packet which is
derived from extra effort. If one may generalise,
workers have a great deal more practical com-
monsense than many managers give them credit
for; they recognise fair policies which are applied
without exception. The importance of showing
a good example cannot be over-emphasised,
there must not be any dual standard in dealings
with workers and with supervisory staff. If
the company has a reputation for basic integrity
in ail its relationships, both internal and external
then in this itself there lies a very high degree
of motivation as the employee will work secure
in the feeling he i1s guaranteed a fair deal.

It is no longer enough for a manager to be
only technically competent, he must also be
aware of the world around him, outside of but
impinging upon his business environment. He
should be prepared to invest jn socially necessary
projects and to take an active interest in social
problems. This is not only an ethical require-
ment but can also be seen as enlightened self-
interest. A company with the highest rate of
productivity and profitability cannot continue
to exist if the long-term socio-economic frame-
work of society is not ensured.

The foregoing represent somewhat random
and unstructured thoughts on management
productivity, To sum up, it is necessary to
develop a positive, productivity-oriented attitude
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It is largely from the efforis

and enthusiasm of the middle
that
will

managemeint

management  level
improved  productivity
result and senior

should

manner

act in a supportive

middle
the

to see that

management Is given

materials, equipment and manpower

necessary to achieve results,

throughout a company: targets should be clear—
results should be openly and promptly published,
middle management should be actively encour-
aged to use initiative and given authority relevant
to their responsibilities. Due recognifion should
be given to outstanding performance— under
current economic conditions it is difficuit to
design an adequate reward system—but people
get job satisfaction through feeling they have
adequate authority and a real share in manage-
ment.

Senior management assumes responsibility
for long-term planning, for moving the whole
company in the proper direction for growth.
They must be seen to he decisive— delays  at
‘Head Office’ lead to frustration and negative
reactions, and prompt and effective leadership
is basic to improved productivity. |

When looms weave by themselves, men’'s slavery will end.

—Aristotle



Management Productivity:
Productive Use of Resources

Ram Agrawal*

Productivity implies optimum utilisation of all resources employed in an underfaking to

achieve its objectives.

“Managerial Productivity’, according to the author. is the collective

productivity of all the resources put at the disposal of the manrager. It depends upon (i) acquisition
of technical and commercial knowledge about the business, (ii) acquisition of knowledge about the
philosophy and techniques of productivity, (iii) concern for higher production at low cost, and (iv)
concern for the people who work with the manager.

«TNDIa has reached a stage in economic growth
where the efficiency with which the country’s
productive apparatus is used can make a big
difference to the final result.”  With these re-
marks the The Statesman greeted the launching
of the *“India-Productivity Year-1966" by the
National Preductivity Council. The Paper
further said: “‘Indeed, there is now proof that
by the application of proper techniques 1t 1§
possible to increase productivity in industry by
anything between 409 and 1009, save lubour,
economise raw materials and reduce the cost of
production. ... Yet much remains to be done.

The above remark holds good cven today.
after six years, and perhaps with greater force.
Tobring about increase in productivity 1s the
function of management. In simple words it
means that the management must be efficient
which nobody can deny.

*Chairman, ALMECO,
NPC Governing Body.

Bombay. & Vice-Chairman,

Collective Productivity of Resources

Productivity is a generic term. It implies
optimum utilisation of all resources emrloyed
and being employed from lime to time in an
undertaking, to achieve iis objectives. These
resources are:  Land and Buildings; Plant,
Machinery and Equipment, Materials and Man-
power. Productivity of all these resources can
be increased by a right approach, **Managerial
productivity” means the collective preductivity
of all the resources put at the disposal of the
“Manager”. Here the term ‘‘Manager” is
deemed to include the individual or 2 group of
top exccutives who arc individually or collec-
tively, as the case may be, responsible for the
functioning of the organisation and achieving
its objectives. The role of the management is
that of co-ordinating the overall efforts at opti-
maising the productivity ol all the resources into a
harmonicus and worthwhile “enterprise’. as
illustrated on page 349,
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The results and ultimately the service to the
community depend upon the qualitv of manage-
ment.

The significance ol this role has been very well
expressed by the Duke of Edinburgh once, when
he said: “We have now in this country literally
to live by our wits; by the wit of the scientists and
the engineers who can by their inventions start
new industries: by the wit of the specialists and
the experts who can improve the methods of
production and materials: by the wit of the
designers who canimprove the product itself and
its saleability: and finally and most important of
all, by the wit of the managers who, alone can
bring together and make use of theideas of the
scientists, the specialists and the designers.”™

Peter Ducker is reported to have remarked
that an institutien or an organisation is like a
tune: it is not constituted of individual sounds
but by the relations between them.

The role of a munager has also been described
to be that of a symphony conductor who not

only makes the boys work hard but also in
harmony with each other and in harmony with
the objectives of the organisation.

So much is the importance of managerial
productivity that the Governing Body of the
LL.O. expressed the following view: *““While
Governments, employers and managers and
workers all have responsibilitizs for, and can all
contribute to, the raising of productivity,
management is the kev factor. A country cannot
take full advantage of other forms of technical
assistance, including other forms of training,
unless it has the managerial ability to utilise the
knowledge of the work-force. The development
of management talent in under-developed coun-
trics on a scale sufficient to make widespread
additional capital investmen! attractive is crucial
to successof economic development programme.”

Yet another forceful thought on this subject
was given by John F Kennedy when he said “The
roe of management in our society is critical in
human progress. It serves to identify a great
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“The role of management in our
society is critical in human
progress. It serves to identify a
great need of our time: to improve
the standands of living of all
peoples through effective utilisation
of human and material resources.”

—John F Kennedy

nced of our time: to improve the standards of
living of all peoples through effective utilisation
of human and material resources.”

Causes of Business Iailures

A survey of business failures in the USA
conducted seme time back revealed the
following:

(1Y () 70to 807% of the failures were due to
management inefficiency or deficien-
cies.

(b)

10 to 159 were due to lack of ade-
quate technical know-how.

(¢) Rest were due to other causes like
neglect. fraud, disaster, ete.

{2) Management deficiencies were:
(a) Inadequate: records, costs, controls,
capital, etc.,
()Y Too much:
ele.,
(¢) Faulty purchasing, marketing,
quality control, personnel policies, etc.

In a PTI report, published in a New Delhi
Paper sometimeback, it was reported that accor-

investment, credit sales,

MANAGERIAL PRODUCTIVITY

ding to the estimates made by the $.Q.C. Unit
of the Indian Statistical Institute, wastage in
Indian industry was at a conservative minimum
of 20-25 per-cent. S.Q.C. alone could increase
the annual industrial production by about Rs.
400 creres without additional imported equip-
ment or investment in indigenous machinery.
The overall plant-utilisation was hardly 40 per-
cent, according to the S.Q.C. Unit,

In arecent survey made by this writer, overall
inventories of materials held by limited com-
panies, both public and private and inclusive of
Government Companies, were estimated around
Rs. 4,000 crores. Inventories of about Rs. 1,000
crores could be easily reduced which could give
a great buoyancy to the economy and lead to
rapid economic progress. Apart from releasing
Rs. 1,000 crores for produciive investment it
would save about Rs. 200 crores per year as
recurring expenditure on such extra inventories
by way of carrying costs,

In another article on the subject “Critical
Fmportance of Productivity to India’s Progress”,
this writer worked out that the present produc-
tion in India of Rs. 12,000 crores could be
doubled by improving productivity all-round
which could bring in a gain to the economy of
Rs. 4,200 crores instead of the present Rs, 600
crores only in the form of gross profit,

Need for Managerial Revolution

All these require a managerial revolution in
the country which will increase managerial pro-
ductivity. The subject of professionalisation of
management is being discussed in India since
some time past. The meaning and implication of
professionalisation is, however, not fully under-
stood by many. There just aren’: enough of real
“professional” managers in the country. Just
as mere ownership of shares or stocks does not
necessarily make one an efficient manager, even
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a degree or post-graduate degree in engineering
or accouniancy or personnel management or
in business management, automatically makes
one an efficient manager. It is something which
has to be learnt and yet it is not so much of a
teachable job. A good *‘teacher” at best, could
assist the learner to find for himself the right
things he should know and adopt. The so-called
“change-agents” in U.S.A., U.K,, etc., who are
“experts” in their own areas of specialisation,
merely stimulate thinking and action on the part
of the learners who have themselves to find
solutions to the problems posed by them to them-
selves.

Leadership in Management may be acquired
by heredity or contacts or knowledge and experi-
ence but it can be retained and would be retained
only if the leader learns the art not of ““leading”
but of ereating opportunities for his men to deve-
lop and encourages them to use therm well,

Managerial productivity thus depends upon:

(a) acquisition of technical and commercial
knowledge about the business;
acquisition of knowledge about the phi-
losophy and techniques of productivity
(c) concern for high production at low cost;

(b)

{d)} concern for the people who work with

the manager.

While, the first two attributes are teachable,
the other two area subject of one’s “attitude”,
which one can develop by one’s own volition
only.
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Development of management
talent in underdeveloped countries
on a scale sufficient to make
widespread additional capital
investment attractive is crucial to
success of economic development

Programme.

So far in India not enough progress has been
made in providing facilities to managers where
they could undergo the attitudinal transforma-
tion. They are mostly left to themselves to follow
the hard way of committing otherwise avoidable
errors.

For improving managerial performances it is
essential that high level programmes are organis-
ed by business organisations with the help of the
right people who may be available. At that level
there is apathy and even smugness in many
cases that they need no learning and that they
know all the answers; it is their subordinates,
they think, who need the training.

In the interest of managerial productivity,
therefore, new ground has to be broken fast in
India if economic prosperity and social welfare
were to be achieved in the foreseeable future.[]

WORKER RELOCATION

Experimental Relocation of unemployed workers to areas where they are able to find and

keep jobs has proven highly successful, according te the U $. Department of Labour,

A

review of 18 relocation projects for 3,141 disadvantaged workers shows that 88 percent of
the refocations were successful. The average individual allowance cast for the participants

in these projects was $325.

— Training and Development journal



Managerial Productivity :
Maximum Utilisation of Resources

Dr PC Mehta*

If the cost-price-wage spiral in which we are involved is 1o be arrested, productivity of the various
input resources used will have to he maximised. Effectiveness or productivity of management need
to be judged at two levels viz., the policy-decision making level and the operational level. There is
considerable scope for improving managerial productivity both by avoidance of delays in decision-
making and implementation of the decisions as well as by usc¢ of sophisticated productivity techni-
ques combined with delegation of necessary authority to the appropriate operating level.

THE process of economic growth in  which
developing Asia is engaged for the last
decade or moreis closely linked with and heavily
dependent on preductivity. Often growth is
assumed to be equated to the quantum of invest-
ment. Unless, however, invesiment is productive
and generates an adequate return in terms of
income, goods and services, it does not lead to
growth, at least to the expected level. Not only
does unproductive investment become a burden
on the economy, but by failing toproduce enough
returns, it decreases the amount of resources
available, for subsequent investment. In other
words, unproductive investment involves the
hazard of decelerating growth. If the cost-price-
wage spiral in which we are involved is to be
arrested productivity of the various input re-
sources used will have to be maximised.

The concept of productivity is frequently
used in the limited sense of labour productivity,
that is output per manhour. Applying the
productivity concept in this narrow sense is of
very limited value to developing economies.
Productivity is a measure of the output from a

*Director, Ahmedabad Textile Industry’s Research Asso-
ciation, Ahmedabad.

given input of resources of men and machines,
money and material. It may be that in the
advanced economies of the West, labour is the
most scarce resource and, therefore, attempts
to ratse preductivity in these countries emphasise
methods of Inereasing labour productivity. In
developing  countries, on the other hand,
scarce resources are likely to be capital,
mahinery and technical skills. It is, therefore,
that detailed analysis often shows high speed
automated technology developed in the advanced
countries to be uneconomical under Indian con-
ditions. When one talks of increasing productivity
in these countries, maximising the output
from a given input of these resources assumes at
least as much importance as maximising pro-
ductivity of labour.

Effectiveness of Management

This concept of productivity which requires
maximising the effective use of all resources, viz.,
machinery, materials, money and men, 1s, there-
fore, essentially the effectivencss or productivity
of management, In this context the effectiveness
of management need fo be studied at two
levels, viz., the policy-decision making level and
the operational level.
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Policy Making Level

At the policy-making level, besides the wisdom
of a particular decision, a major factor affecting
productivity is the speed with which decistons
are taken. Far too often, the popular adage
“Time is money” is forgotten and ignored. This
is particularly a case where decision-making and
sanctioning of productive enterprises are vested
in Governmental and public agencies. Between
the submuission of a detailed project proposai and
its final sanctioning a time-lag of 2-3 years has
been now accepted as normal. Such an inordi-
nate delay increases costs in two ways. Firstly.
due to the constant inflationary trends, the pro-
ject cost would go up by 10 to 159 over a two-
year period. Secondly. the country is deprived
of the added value to the economy that the
project if implemented would have contributed.
In the classic example of the Narmada Project,
it was recently estimated in a public statement
that the increased value of agricultural and other
production due to the project would be of the
order of Rs. 1,000 to Rs. 1,500 crores a year. In
other words. the protracted inter-State wrangles
and disputes about this Project over the last §
years have cost the country nearly Rs 10,000
crores!

The other major managerial contribution ata
policy-making level is the manner in which
a sanctioned project is implemented. Here
again, it is not unusual to find that the actual
time required for completing the project and
bringing it to a production level is much longer
than the estimates. Such delays in implementa-
tion not only involve extra capital costs due to
inflation but also involve a direct loss due to
locking-up of large capital and other resources
unproductively. Use of sophisticated technigues
such as PERT and CPM for Project Planning
and Control have to be rigorously adopted
especially when high levels of investment are
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At the operational level, machinery
maintenance, materials
management, production planning,
market strategy, etc. are tvpical
areas in which management

can make significant contribution
in reducing waste, increasing
machinery utilisation, reducing
inventory, increasing sales and

maximising profits.

involved. There have been several notable
examples in the recent industrial history of India
when use of these methods combined with dele-
gation of necessary authority to the appropriate
operating level have enabled even large projects
to be completed well within the planned time
schedule.

Operational Level

At the operational level there are several
areas in which the effectiveness of management
can contribute to higher productivity. Machi-
nery maintenance, materials management, pro-
duction planning, market strategy, etc., are
tvpical areas in which management can make a
significant  contributicn in reducing waste.
increasing machinery utilisation. reducing inven-
tory, increasing sales and maximising profits,

A few examples would, illustrate the extent of
variation in performance amongst similar
companies engaged in the same industry.
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TABLE 1

Inter-Mill Differences in Spinning Productivity
(Production/spindle shift)
(Yarn Count : 28s Carded; Drafting System: Top

Arm Cotton Quality and Package Sizes com-
parable; Machine Allocation ; 4 sides per

Tenter}
Maximum 103.3 g.
Minimum 76.2 g.
Average 92.4 g.
No. of Mills 14

MANAGERIAL PRODUCTIVITY

creasing organisational efficiency and without
substantial capital expenditure.

Table (3) gives a comparison of assets and
turn-over ratios of a few selected companies in
different industries for the period 1969-70 to
1970-71. These ratios have been derived from

TABLE 3

Assets and Turnover Ratios of some Selected
Companies in different Industries for 1969-70/

Table (1) shows the magnitude of difference
in machine productivity in the spinning depart-
ment of textile mills using similar raw materials,
employing comparable machinery and produc-
ing the same product. Systematic procedures of
machinery audit and matntenance, and efficient.
work organisation would considerably increase
machine productivity and improve product
quality without any additional capital
investment.

Table (2) gives typical data on the cfficiency
with which cotton is converted into yarn and
fabric in different mills, For the same product,
it can be seen that the output as a percentage
of input varies very widely and clearly shows the
scope for improvements in productivity that can
be achieved at a given technological level by in-

TaBLE 2

Imter-Mill Variability in Yarn Output as percent of
Cotton Input

Yarn Type Maxi- Mini- Average No.of
munm Hum Mills

285 Carded 87.1 82.1 850 9

100s

Combed 71.9 68.1 73.1 6

1970-71
Industry and Assetsin  Salesas  Sales as
Names of Companies lakhs of S of % of in-
Rs. assets ventories
employed
1. Aluminium
Company A 6154 57 264
Company B 5775 69 494
2. Man-made Fibres
Company A 2439 60 585
Company B 1584 70 418
Company C 950 59 276
Company D 618 120 383
3. Dyestuff
Company A 1830 67 276
Company B 1225 87 280
Company C 983 88 293
4, Bearings
Company A 258 59 193
Company B 261 76 252
5. Vegetable Qils
Company A 188 4i4 847
Company B 199 617 1163
6. Metal Containers
Company A 128 120 249
Company B 97 246 599
Notes: 1. Assets figures represent value of total assets

as per Balance Sheet less advance payment
of tax. The average of opening and closing
figures has been taken.

2. The figures of inventories represent the
average values of opening and closing inven-
tories as per Balance Sheel.
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published figures available from Economic
Times and the Bombay Stock Exchange Official
Directory. Since the size of a company is one
of the major factors affecting turn-over ratios,
only those companire which have comparable
values of assets have been chosen for the purpose
of inter-company comparison.

These ratios measure output (i.e. sales) as a
percentage of resources used in the form of
inventories and total assets and are, therefore,
indicators of managerial productivity and effici-
ency.

It will thus be seen from the examples quoted
above that even at the operational level there is
considerable scope for management to maximise
productivity of available resources by improving
and streamlining existing procedures. The most
essential need for achieving this objective is to
establish an effective management information
and control system. Every industrial unit un-
doubtedly has a reporting and information sys-
tem but unless it is carefully tailored to meet the
needs of the complex organisation of modern
industry, it may not serve its purpose effectively.
Unless the right information is supplied in the
right form to the right person at the right time,
either deficiencies in performance will not be
brought out or else the information will be only
of historical value and not lead to corrective
action. Far too often existing systems lack dis-
crimination and supply the same information at
the same frequency to various levels of manage-
ment irrespective of the nature and area of their
decision-making. This leads to a dual problem.
The level responsible for overall control and
policy-making gets over-burdened with far too
detailed and frequent information of an opera-
tional character for prompt and effective action.
On the other hand the operational level of man-
agement does not have enough delegated autho-
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rity to take such action. At the same time, there
may be areas important for policy decision-
makng in which supply of information may not
be adequate. Another shortcoming in existing
systems in many industrial units is the absence of
clear and realistic targets of performance which
are accepted as achievable under the given con-
ditions of the particular plant. Without such
performance budgeting in production, sales and
financial areas, it would be difficult to exercise
effective and meaningful control,

Management Reporting

Ideally. a management reporting system
should fulfil the following objectives:

I. It should enable top-level management to
set performance standards, to compare current
performance against these standards and to
analyse reasons for any variance between the
two. The concern at this level is to ensure that
the expected quantity and quality of production
is obtained within the expected time and cost.
It should not generally be concerned with details
of operational action necessary to maintain given
targets, as long as these actions are within the
social and legal code of the enterprise.

2, Information supplied must help manage-
ment in formulating short-term and long-term
policies of purchase, production, marketing
and capital investments. This means that in
addition to information about operations within
the plant, management must also be informed
about developments at the regional and national
level. For example, consumer goods industries,
in developing countries particularly, can use with
advantage, information about agricultural pro-
ductlion, population growth, shifls in income,
family budgets in different regions of the country
and sections of the community, trends in con-
sumer preference, etc, 3



Managerial Productivity :
Some Issues in Measurement'

Dr P Chattopadhyay*

For a devetoping country like ours, an all round gualitative improvement in management

is asine qguag non for successfully realising the national economic objectives.

Significance of

the theme of managerial productivity suggestsitselfin the context of the fact that after alit is good or
bad management that makes or marsan economic, productive organisation, irrespective of the other

factors.

Productivity of management is a ticklish problem having remarkable facets for appraisal
and measurement, each important in its own way.

In this article, the author considers some

of the measures of managerial productivity and the different ways in which such measurement may
be made, keeping in view the various objectives behind such measurement.

As it happens generally tn our country. the

cult of productivity is more talked about
than practised in industrial and commercial
organisations. [n the context of management,
however, it is even talked aboul scarcely.
Managerial scientificity is a matter for conscious
cultivation in terms of the tools and techniques
and objective, analytical approaches to decision-
making. On cursory glance at the literature on
the subject flowing from the advanced countries
of the West, it appears that serious discussions
on managerial productivity have been few and
rather far between to say the least. These
discussions have essentially been on the side of
appraising managers individually, assessing their
performance against set objectives and behavi-
oural aspects arising from the exercise of leader-
ship roles of managers in handling men to realise

*Director (Research), Institute of Cost
Accountants of India, Calcutta.

+This exercise is part of a more detailed empirical
analysis in which the scribe is presently engaged.

& Works

goals,! These assessments cannot be termed as
managerial productivity stressing the effective-
ness of managerial input as such vis-a-vis other
inputs.

An Essential Factor

In India, there has not been much serious
attempt to consider different issues involved in
managerial productivity in an enterprise. Gene-
rally, however, it has been made out by several
critics that qualily of Indian management has
been poor in both private and public sectors of
the economy. Indices of managerial productivity
would reflect trends in this rezard, The signi-
ficance of the theme suggests itself in ithe context
of the fact that, after all. it is good or bad

1 Cf. Eliot D Chapple and Leonard R Sayles, Measu-
res of Managenient. Macmillan, New York, 1961; W.J.
Reddin, Managerial Effectiveness, McGraw Hill.
London, 1970, and Raymond F. Valentine, Performan-
ce Qbjectives for Managers. American Management
Association, New York, 1966, for instance.
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management that makes or mars an economic,
productive organisation, irrespective of the
other factors. A study of reasons for sickness in
several industries in India revealed that in major
part management was responsible for it. For
a developing country like ours, an all-round
qualitative improvement in management is a
sine gua ron for successfully realising the national
economic objectives,

In the present exercise, we restrict ourselves
to a consideration of some of the measures of
productivity of management and the different
ways tn which such measurement may be made,
keeping in view various objectives behind such
measurement. Incidentally, reference is not
made here to the debate as to what constitutes
management as against what is known as entre-
preneur, organiser or exscutive or administrator.
[n a way, our discussion is lopsided to the extent
that it does not make a qualitative distinction
between different classes of managers or other
people in this category. We do not consider
that this is a matter of terminological variations
or semantic confusion only,

A Ticklish Problem

Productivity of management is a ticklish
problem having multiple facets for appraisal and
measurement, each important in its own way.
Right at the outset, one has to mention that by
now management itself has become a rather
generic term® signifying different levels of mana-
gement in charge ofdifferent functions in the
organisational hierarchy. Thus, one has to take
into account the problems and performance of
management of production, marketing, person-
nel, finance, design and development, mainten-
ance, research, etc. These problems are apart
from the purely human aspect of management

2. Cf. Peter F Drucker, Technology, Management and
Society, Heinemann, London, 1970, p. 28.
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which has been succinctly put by Professor
Harold Koontz in the following words, “The
manager, then, 1s an environment creator,
and his job is to design and operate an
environment where people, working together
in groups, contribute, as individuals, towards
attainment of group purposes™.® Within each
area, there would be different functional
sub-divisions as under the care of perhaps
deputy managers or assistant managers.
Above the level of departmental managers in
charge of the bread functions mentioned
above, there would be the top management,
ie., the board of directors and the managing
director or general manager as the case
may be,

Effaceability

Managerial productivity does not leave out
any of them while, at the same time, it cannot
do justice to all of them whose functions are
subject to different degrees of quantitative appre-
ciation and even identification. It is important
to stress both tangible and intangible aspects of
managerial productivity. Here one confronts a
serious problem. Like art lying in concealing art
good management effaces itself and its roles.
Thus, generally managerial productivity hasin-
nate capacity of long remaining in the thin air,
beyond measurement in quantitative ferms, yn-
less deliberately the barrier is broken or scaled.
It shows up in good or indifferent performance.
of the other factors of production, such as land,
labour or capital. When the performance of
managers in one area, for instance, is better than
in either other areas or in other units, it may give
rise to conflicting claims in favour of either
labourand capital. Aslongasthe goingis good,
there appears to be little bother on the part of

3. Cf. “Challenges for Intellectual Leadership n
Management”, The California Management Review,
Summer 1965, p. 11,
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managars to know about how management has
been functioning and to assess managerial per-
formance in different terms. In such situations,
at least to an outside observer, interfirm varia-
tions would be a good indication of how manage-
ment of one unit has distinguished itself against
that of another.!

Moultifarious Roles

Here one should remember multifarious roles
that managers play as innovators, imitators,
adaptors, thrusters or sleepers. All this. how-
ever, tends to crystallise in a perperual residuum.
Claims to distinction of management of parti-
cular units or areas remain subject to those of
other factors. The managers themselves can do
little to dispel any doubt in this regard without
affecting adversely the interpersonal relations
within the organisation, particularly the relation-
ship between the manager concerned and his
subordinates. Regarding interfim variations in
the quality of management. it requires mention
that extensive research by behavioural scientists
has led to standardisation of questionnaires, as-
sessment of variables and point-rating of factors
hitherto remaining beyond the grasp of quanti-
tative approaches.s However, purely human
questions with which behavioural scientists have
shown primary concern are but one aspect of
the whele issue concerning managerial perfor-
mance, While the essential focus of behavioural
scientists has been laid on managers as human
beings positioned in leadership function and
authority roles vis-a-vis the work-environment, it
is necessary to find ways ol assessing such per-
formance on other grounds as well. There is,

4. We made an attemipt to stress this problem in a
paper on “Iaterfirm Comparison of Intangibles”
published in the previous issue of this journal, i.e.,
July-September 1972.

5. See Appendices II and 111 to Rensis Likert, The
Human Organization, McGraw Hill, New York,
1967 Pp. 196-229.

MANAGERIAL PRODUCTIVITY ! ISSUES IN MEASUREMENT

however, little doubt regarding the imperative of
assessing managers as managers.’

Criteria Required

There is an equal, if not greater, need for
evolving criteria leading to an assessment of
their roles in planning, coordination, motivation
and control en the organisation. Secondly, and
more significantly, it is necessary to determine
quantitatively the “residual factor performance
artribution” to management in terms of the
performance of an enterprise minus the attribu-
tion of such performance to land, labour and
capital. In assessing such attribution, interfirm
variations should be supplemented by intrafirm
variations over time. Infact, both are important
for knowing and judging managerial perfor-
mance. Management as a factor input is indeed
difficult to properly locate in the totality of per-
formance, but without such location, it is impos-
sible to determine manageriai productivity.

Management Thrusters

The difficulty referred to above arises in
several contexts. The multiple roles of managers
make it impossible to assess the effectiveness
of each role in a distinct, water-tight com-
partment. Moreover, managerial effectiveness
may not be casily idzntifiable in terms of imme-
diate profitability while it becomes essentially an
investment into future. Dynamic, thrusting
management indeed lives in future. The present
does not occupy as much of itsfocus of attention
as in the case of sleepers? tending to thrive by
hindsight, The present functioning and per-
formance are in fact cumulative results of past
decisions. While the quality of decisions taken

6. Cf. Harold Koontz, Appraising Managers as Mana-
gers, McGraw Hill, New York, 1571

7. Cf. Thrusters and Sleepers : A PEP Report, George
Allen & Unwin, London 1965.
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earlier is an important factor in the determina-
tion of which the present offers a case example,
dynamic management is not unnecessarily tied
down to the mistakes of yesterday; it shows
greatet concern for the prospects of tomorrow.
At the same time, seging to the requirements of
control with reference to various tools and
techniques so that the productive factors do not
go centrifugal, it is necessary for management to
come down to earth to put factors right when
they have gone out of track. These essential
features of planning and control®, of course,
are a kind of role-conflict that one sees in
management and, perhaps, a certain amount
of tight-rope-walking also, two steps forward
and one step back, or so it would appear. But
not all managers are busy in controlling or in
living in future.

Division of Labour

There is division of labour in management
itself. This s crucial for management to succeed
in the keenly competitive world for business.
However, this division of role in management
manifests itself in different ways. For example,
strategic decisions and policies are matters for
the board of directors and, to some extent, for
managing directors or general managers. The
implementation of these decisions and adoption
of departmental or functional policies are for

departmental and junior managers and executives.

In organisations in which there are systems of
management by exception in vogue, control is
exercised through analysis of only significant
variances from predetermined norms or targets.
Futurity does not figure much in all this but
within an acceptable limit of expenditure and

8. For a detailed discussion on the subject, see the
author’s paper on ‘““Control Dynamics™ in The
Management Accountant, December 1971, Vol. VI,
No. 12, p. 680
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facilities, long rope is allowed to some managers
to deal with experiments.

Connectivity Criterion

In the context of management, productivity
has and should have a particular connotation
distinet from what is understood by the term in
the cases of other factor-inputs. The difference
is not only in the type of managerial input but
alsoits quality, its multiple roles and the under-
lying forces of its contribution to the productive
effort of an organisation. Any one index would
appear to be inadequate in grasping in full
measure the contribution that management
makes to production and profitability. Several
indices thus suggest themselves in the context
of managerial productivity, Theseindices should
reflect adequately the areas of performance
under the purview of different managers belong-
ing to different hierarchical levels in the organi-
sation. In addition, to do justice to the per-
formance of a manager which shows up in that
of another, it is necessary to have comnectivity
criterion of managerial performance,

Creative Idiosyncrasies

It can be casily visualised that different indices
of performance can be computed for different
areas of management starting from the top
downward, up to the level of assistant managers
or even below In certain cases where such
management levels exist. The assumptions
under which these indices hold good would
require to be clearly delineated so that proper
interpretation of the trends in managerial per-
formance can be made effectively and methods of
improvement worked out on logical grounds.
The effect of misinterpretation of indices would
be disastrous, particularly in the context of the
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rather known idiosyncrasies? attached to
innovation and managers causing it. Weightage
for forward-looking, change-oriented policies
and approaches requires to be given in adequate
measure. The role that “trouble shooters™ in
management play requires appreciation and, if
possible, reflection in the indices themselves.
This is not only difficult but ridden with the
problem of bias. On the basis of the sector per-
formances, an agerezative index of managerial
productivity for the organisation can be comput-
ed with reference to a base year reflecting the
changes that have taken place during the period
in view. A process of elimination for knowing
and judging the qualitative differences in manage-
ment in particular organisations or countries may
be adopted on the basis of interfirm and intrafirm
variations coupled with intercountry differences
in management. Oddly enough, utilisation of
external decision-asssistance is also an indication
of the superiority of management of particular
organisations in relation to others. Tn this
respect, the following excerpt will speak for
itself:

“There are many indications that the gap
separating Europe and the United States may be
due less to the magnitude of the media installed
than to the way in which they are managed.

The ratio of 1 to 3 between expenditure on
research and development in Western Europe
and in the United States is really only 1 to 1.5
if we compare the number of engineers and tech-
nicians engaged on these activities. If the man-
power is available, it might be said that the gap
between the two continents is mainly due only

[ S

o, It has been a general experience that top grade
technical ability and inventive nature affect the
inter-personal relationship among managers, if
not for other reasons, at least for the seclusion
required for concentration. There are exceptions
but such exceptions only prove the rule.
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to a difference in the amount of credit allocated
to research, and all that would be needed to
redress the balance would be to release the neces-
sary funds. This would be over-optimistic. If
comparison is made of the financing mechanisms
for innovation and the operation of management
techniques on both sides of the Atlantic, it might,
on the other hand, be thought that people and
organisations were mainly responsible for the
lag and that the technological gap has been
joined by a managerial gap.

[t seems clear, in the first place, that the
‘machinery for financing innovations’ developed
in the U.S.A. is more efficient than that of other
countries, human media and funds invested
being equal. In fact the American government
relies more on the private sector, thus ensuring
better dispersal of the applications of research
through *spin-offs’ and commercialisation. More-
over, it tends more to concentrate its means,
enabling certain thresholds, beyond which all
research would be fruitless, to be by-passed.

The effects of this policy are amplified by the
dynamism and efficiency of the companies them-
selves, In this sphere too there are perceptible
gaps between Europe and the United States.
Differences in the use of decision-assistance
techniques are the main examples of this. ™o

INDICES OF MANAGERIAL
PRODUCTIVITY

Overall Productivity

Like productivity ratios of other input
factors, managerial productivily may be mea-
sured in terms of output raised per managerial
manhour, output being measured either in terms

10. Richard Armand, Rebert Lattes and Jacques
Lesourne, The Management Revelution : Manage-
ment Consultancy and Computer-Aided Decision
Maling, translation by George Ordish and Caron
Shipton, Macdonald, London, 1972, pp. 191-192.
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of standard-hour or constant or current values.
The ratio of managerial productivity thus com-
puted will show the changes in output over time
with respect to managzment as an input factor.
This ratio will be analogous to measurement of
labour productivity in terms of output per
manhour or capital productivity in terms of
output per machinehour. From the point of
view of internal management, this ratio remains
sensitive to the changes that take place within
the organisation over a period of time. Other
factors being equal, changes in output per
managerial manhour may show those in mana-
gerial productivity.

Managerial Productivity Index

Like the general index of labour producti-
vity measured in terms of index of output divid-
ed by index of emplovment and multiplied by
100, managerial productivity may be measured
in terms of index of output divided by index of
employment of managers in the organisation
multiplied by 100. This index may show the
aggregative trends of effectiveness of managerial
manpower in the organisation vis-a-vis output.
The aggregative index is, however, a summa-
tion of the indices that mayv be computed for
sectional or functional management in terms of
production, marketing, personnel, finance, etc.
Within each of the sections or functions, there
would be different hierarchical levels of
managers, each contributing in its own way to
the overall sectional or functional productivity.
For the purpose of management, even sectional
or functional productivity indices may be pre-
pared along with the aggregative index to show
the overall trend as also the sectional or func-
tional productivity trends. Being a measure of
control, these indices would be workable guides
for managers as one of the determinants of the
effectiveness of the managerial input,
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In measuring managerial productivity
it is essential that the total effective-
ness of the managers be viewed in
terms not only of production or
marketing performance but also of
quality of decicions taken at various

levels of the management hierarchy.

Differential Input

More significantly, however, managerial pro-
ductivity may be measured in terms of the diffe-
rential input factor. Like measurement of good-
will in terms of capitalised value of super pro-
fits for a number of years' purchase, the profit
differential of a particular unit may be measured
in terms of the changes that have taken place
in managemeat over time. Profit being the
remuneration for organisation or management,
the effectiveness of management may not be
fully indicated by total net profit as such, profit
being subject to very many external and internal
factors. The differential, however, may be a
good indicator of the marginal changes that have
taken place over time. Thus measured, the profit
differential may be duly weighted by the number
of years for which such differential is predicted.
This differential factor will be an index of the
superiority of management of a particular or-
ganisation to that of others.

PACE

Performance And Cost Evaluation is a rela-
tively new technique for measuring the effective-
ness of human tnputs, Though primarily design-
ed for measuring the effectiveness of team effort
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by workers, it can be suitably modified to suit
the requirements of measurement of the manage-
ment team in an organisation. It may be re-
called here that PACE was developed by the
Norair Division of the Northrop Corporation
in the United States. PACE is a statistical
analytical method, depending largely upon
work sampling and effort rating. The PACE
measurement index is as follows :

[N+ L—(I+A)]

- E x 100

N=Number assigned
I.=Number loaned
I=Number idle
A=Number absent
E==Group effort rating

A detailed explanation of the PACE techni-
que is not attempted here. However, it is
necessary to mention that the PACE measure-
ment index is based on four factors, namely,
persons assigned to the task; persons idle;
persons out of the task areca; and the group
effort rating. The PACE programme, which
is a graphical analysis showing the PACE mea-
surement index, has five related indices in view,
namely, personnel requirements; budget reali-
sation; scheduling; guality control; and parts
shortages. If the focus on work group effort
is changed for management collaboration, it
is possible to adapt PACE measurement method
for assessing managerial productivity trends.
For this purpose, one requirement may be
that the tasks of the PACE work group situa-
tion be substituted by management strategies.
objectives and policies. The functional PACE
indices in the areas of production, marketing,

11. The technique has been described in some detail
in Leonard W Hein, The Quantitative Approach
to Managerial Decisions, Prentice Hall of India,
New Delhi, 1972, Chapter XV, Pp. 261-288.
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finance, etc., may be aggregated into an overall
PACE measurement index.

Performance Against Objectives

The context of management by objectivel®
applies to management appraisal as well, In
the sense that the performance of an individual
manager or the management group can be mea-
sured in terms of what he or the group was
supposed to do vis-a-vis what he or the group
has actually done. The objectives, as in the
scheme of management by objectives, should
relate to every level of managerial hierarchy
and at each level the performance may be judged
on the basis of the objectives-realisation cri-
terion. Such assessments can then be aggre-
gated in the form of the performance of the
organisation vis-a-vis the organisational objec-
tives. Incidentally, objectives, for the purpose
of the present discussion, embrace objectives,
strategies and goals, depending on the time
period for which such assessments are intended
and on whether such assessments relate to the
continuous functions or any specific goals to
be achieved. In the context of management
by objectives, it is also necessary to remember
budgetary control which is relazively older and
perhaps hackneyed to tatk about; it 15, how-
ever, a truism that even this tool was not widely
tried in our country. Almost side by side with
the more catchy phrase of management by
objectives, we have been hearing the typically
management slant given to some of the rela-
tively old-fashioned techniques of accounting
and control such as managerial budgetingt?,

12. Cf. JW Humble, Improving Business Results, Mc-
Graw Hill, Maidenhead, (1968); JW Humble
(Ed.), Management by Objectives in Action, Mc-
Graw Hill, London, 1970; and AJ Marrow, er
al, Management by Participation: Creating a Climare
for Personal and Organizational Development,
Harper & Row, New York, 1967, among others.

13. Walter R Bunge, Managerial Budgeting for Profis
Improvement, McGraw Hill, New York, 1968,
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managerial standard costing'4, and perhaps
managerial accounting. The growth of popula-
tion of techniques in this respect seems to be
explosive, to put it mildly. However, it is possi-
ble to apply some of these techniques, meant
originally for use by management for assessing
other people’s performance, for its own per-
formance also.

Porformance Appraisal of Public Enterprises

In our country, in the public enterprises,
an example of assessment of performance against
objectives is the audit conducted by the
Comptroller and Auditor General of Indials
through the Audit Board. In the cases of public
sector enterprises, the performance review throws
light on many different aspects of the running
of the enterprises chosen for detailed examina-
tion, the like of which is not available for pri-
vate sector organisations. In addition, some
of the reports of the Committee on Public
Undertakings are good examples of performance
appraisal against objectives. Particular refe-
rence is made here to the horizontal studies of
the Committee on Public Undertakings such as
Management and Administration (Planning of
Projects)s, Townships!”, Guest Houses!s,
Materials Management!®, Production Manage-
ment®, Financial Management? and Public
Relations?®. The Committee, incidentally,

14. 1 Batty, Managerial Standard Costing, Macdonald

& Evans, London, 1970.

15. Since 1963, these audit reports (Audit Report
‘Commercial’) are available as separate exercises.
1970 onwards these reports have been issued in
multiple parts, separate reports being for each
undertaking examined in detail. For a detailed
diic(:)u;?ion, see Emrern Economist, 7.5.71 and
1.10.71.

16. Thirteenth Report, Third Lok Sabha, 1965.

17.  Eighth Report, Third Lok Sabha, 1965.

18. Fiftieth Report, Estimates Committee, Third Lok
Sabha, 1968.

19. Fortieth Report, Third Lok Sabha, 1967.

20. Sixty-seventh Report, Fourth Lok Sabha, 1970

21. Fifteenth Report, Fourth Lok Sabha, 1968,

22. Forty-seventh Report, Fourth Lok Sabha, 1969
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assessed the quality of decisions taken by mana-
gers in some of the undertakings examined by
them; for instance, Bharat Heavy Electricals,
Bhopal. In assessing managerial productivity,
the studies so far made in the country would
offer some good indications as to how to pro-
ceed with preparation of different criteria for
assessing the performance of management.

Decision Appraisal

In measuring managerial productivity, it js
essential that the total effectiveness of the
managers be viewed in terms not only of pro-
duction or marketing performance but also of
the quality of decisions taken at various levels
of the management hierarchy. A corollary of
this requirement will be the scheme of delegation
of power in vogue in an enterprise and the levels
up to which the decision-making power is dele-
gated. In the management literature, while
one comes across a good deal of discussion and
analysis on the application of decision-making
tools and technigues and the need for high
quality decisions for business successes, one
hardly comes across decision analyses at depth,
embracing the predecision analysis, selection
from alternatives actually made and the impact
created by such selection on the performance
of the enterprise. However, one such study®
is available which may be referred to with bene-
fit. The study was carried on at the Manches-
ter School of Business by Professors W Scott
and BR Williams of ten enterprises in and
around Manchester as regards capital invest-
ment decision. In the cases of some units in the
study, depth analyses of decision-making
brought to light several interesting facts as to
how managers actually decided, partially
brushing aside the findings of predecision
analysis and adding on their own subjective
choices to the process of decision-making.
The impacts that these decisions created throw
interesting sidelights on the subsequent per-
formance of the units. O

23, W Scott and BR Williams, Investment Proposals and
Decisions, George Allen & Unwin, London, 1965,



Productivity Through Effective
Management

KN Sapra*

MManagerial productivity has to be understood in terms of business as a group activity. It is impor-
tent to judge managerial productivity from the way the enterprise conducts its operations and projects
its image in the society. The new trends resulting from rapid technological developments and cons-
ciousness prevailing among workers place greater demands on the quality and strength of the manage-

ment to effectively grapple with the changing pattern.

A successful manager is he who is not only

effective in a period of a change but has also the foresight and needed flexibility to meet the change.
Managerial productivity has direct relationship with the optimum utilisation of the all-pervading

human resources of an enterprise.

The greater the satisfaction and motivation the higher the rate of

productivity. Various factors by which managerial productivity could be measured and accclerated
include discipline of the organisation, personal contacts, pride in the job, motivating human action,

seeking out the best in the people and, above all, making sound and good decisions.

Ultimately

managerial productivity is revealed in the performance of those who are managed.

MANY vears ago, Andrew Carnegie, the noted

American industrialist emphasised the
importance and potential of organisation when
he said: ““Take away our factories, take away our
trade, our avenues of transportation, our money,
leave us nothing but our Organisation, and in
four years we shall have re-established
ourselves.”

He meant by Organisation people who have
the ability to plan, organise, co-ordinate, direct,
control and utilise the human and ofher resour-
ces with a view to achieving optimum results. A
look at Germany and Japan would convince us
as to how it has been possible to reconstruct a
war-shattered economy within a short period
of time, because of the competence of persons

*Chairman, National Small
Ltd., New Delhi.

Industries Corporation

who constitute management. When the right
type of managerial personnel are assured, no
matter how severe the reverses are, an enterprise
will manage to stand on its own in no time.
A company which is haggard today can be the
vanguard of progress tomorrow, depending upon
the efficiency and productivity of the managerial
team providing direction on the right lines.

Measuring Managerial Productivity

Quantitative norms have been laid down for
measuring a worker’s produclivity or a machine’s
productivity. It has also been possible to dis-
cover conditions as would improve productivity
resulting in increased output, given the same
amount of input.  For mecasuring managerial
productivity it is not possible te lay down any
quantitative formulae because the job of a
Manager is not only different but complex as
compared to that of a worker or machine.
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Business is a group activity. One cannot go
the whole hog alone. It is only through the
process of concrete group action that any venturs
comes to fruition. [t is in this context that
the managerial productivity 15 to be under-

stood. The criteria for judging managerial
productivily arc not measures such as,
performance, morale, lack of conflict or

profit per se. These are, no doubt, important
but insufficient criteria. We have, rather, to
evaluate managers by the way they adapt them-
selves to the rapidly changing environments
and give dynamic inputs to the eaterprise.
[t is important to judge managerial productivity
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from the way the enterprise handles its problems
and projects its image in the society.

Managerial productivity is to be measured
by the conditions and environment prevailing
in an organisation for high morale of employees,
consclousness of costs and profits and other
factors of economic efficiency. Such factors as
workers’ unrest, culminating in widespread
lockouts and gheraos, uncertain behaviour of
the market, acute shortages of industrial raw
materials etc., place new demands on the mana-
gerial team, Further, as a result of rapid tech-
nological developments, business is getting more

ACHRO AND MACRG EXNVIRONMENTS OF AN ENTERPRISE

NATIONAL
AND WORLD
ECONOMY

CRGANLDZING
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IATERIAL
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and more complex. The workers are today
better organised than they were in the past for
the purpose of exercising their demands through
collective bargaining, conciliation, arbitration
and adjudication. The State too is anxious for
greater labour participation in  management.
There is also the general expectation of the public
from within and without the enterprise that in the
present-day society, an industrial or commercial
enterprise must accept its social responsibilities
and provide human satisfaction from work.
These new trends demand that the quality and
strength of management must be of high degree
so as to be able to grapple with the changing
pattern effectively. The organisation is exposed
to forces external and internal as shown in the
diagram.

Manager—A Leader _

A manager gets his results by what he can
accomplish through other people and not pri-
marily by what he can do himself. The
manager is the leader and his work is different
from the work performred by the people he
manages. A manager's task requires him to
bring out and make effective whatever strength
there is in his resources—and above all in the
human resources. It requires the manager to
balance and harmonise three major functions
of the business enterprise:

1. Managing a business
2. Managing managers
3. Managing workers and work

A decision or action that satisfies a need
in one of the three functions by weakening per-
formance in another, weakens ihe whole enter-
prise. One and the same decision or action
must always be sound in all the three areas.
Management is not merely knowing and being
knowledgeable. Management is not merely
analysis of the results of an enterprise. Tt is also

EFFECTIVE MANAGEMENT

not the capacity to get elegant solutions to non-
existent problems. Rather, management is
practice of the art of getting effective group re-
sults towards the attainment of some goal that
the group as an organisation of society sets
before it.

Feasible Goals

To measure output, we must know in any
enterprise what its objectives or goals are.
Simply goal-setting as a forma! drill sans feasibi-
lity of attainment therecof is nothing less than
having a day-dream. So, we must have goals
that are actionable and feasible, understandable
and verifiable. Goals without these essential
characteristics tend to become pious wishes and
sermons towards which few people can work
and none can know when they are reached.
There are certain stumbling-blocks—discourag-
ing but certainly not impregnable ones—
casting a damper on the managerial productivity.
First there is a problem of obtaining effectiveness
in a period of accelerated change. A successful
manager i1s he who is not only effective in a period
of a change but has also the foresight and needed
flexibility to meet the change. But the problems
of flexibie management are made extremely
difficulit by in-built inflexibilities. The second
major challenge facing managers is the problem
of assuring a balanced environmgent which pro-
motes creativity where needed and conformity as
required. The third major challenge is that of
copying with increased sophistication in all
aspects of management, but particularly in the
argas of planning and control.

General overall environment in an enterprise
is the base meter of how effective the manage-
ment team is. In other words, managerial
productivity has direct relationship with the
optimum utilisation of the all-pervading human
resources of an enterprise. The greater the
satisfaction and motivation the higher the rate of
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productivity, Some of the bases warranting
manager’s earnest attention in this direction are:

{a) Environment

A manager’s role is not just getting things
done through people but designing an environ-
ment for effective and efficient individual contri-
bution. He is an “environment creator’,

(b) Objectives

A manager’s objective in any kind of enter-
prise should be to optimise output—in terms of
group goal realisation—with given inputs.

(c) Acrion

A manager will establish a network of goals
within the framework of the corporate policy
of the enterprises. He will work out in a “link-
pin fashior™ each interlinking level of the
organisation structure. Managers must search
people who are able to perform their individual
roles and attain goals. Managers should lead
more by positive motivation, teaching on the job
and by example, and then evaluate objectively
their results and reward merit by promotion and
other means.

Factors Promoting Managerial Productivity

There are various factors by which mana-
gerial productivity could be measured and
accelerated. Some of the important ones are
as follows:

1. Discipline of the Qrganisation

The overall discipline of the company is a sure
appraisal of the management. There seems to be
accumulating evidence that capable executives
need not compromise courtesy in dealing with
people and still be able tomaintain highdiscipline
and morale. Sloppiness, callousness and ineffi-
ciency are more often the product of indifference
than of consideration. These thoughts seem to
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lead to one significant conclusion, that it is possi-
ble to be decent and courteous to people who are
under one’s daily supervision and still maintain
a high degree of discipline and morale.

2. Personal Contacts

One of the most significant single measure of
a manager’s competency is his ability to get
greater productivity from an organsation by
making individuals able and willing to produce
through creating better rapport between the
management and the managed. Themaintenance
of personal contacts also helps in increasing
the feeling of team-spirit in the organisation
contributing to the achievement of the goals of
the organisation.

3. Pride in the Job

There was a time when pride in his skill was
everything to the workman; when pride in one’s
work was a greater satisfaction than amount of
income. Conversely, looking at the present
workman it seems to be a lost cause. Yet it is
not a completely lost cause. Tt still exists and
still can be brought about by creating the right
sort of atmosphere in an organisation, the res-
ponsibility for which obviously rests with the
managerial team. The potentialities of the
Indian market are tremendous. What we have
to do is to develop an organisation’s capacity
and spirit to go out and get our fair share of it.
Inherent in our success is pride in the enterprise
with which we are identified and pride in the
quality of the product or service we have to offer.
Pride will reflect itself in the use of skills and in
the extending of certain courtesies to people
which create the kind of situation in which
customers like to do business.

4, Motivating Human Action

Management spends huge sums of money te
obtain the services of personnel with expertise
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and invests heavily in research and development
to build up. This is true because no company
now can survive, unless it keeps pace with rapid
technological advances, Anerais fast approach-
inz where an understanding of the behavioural
sciences is equally e¢ssential. One does not
actually compete with companies, products and
services but the competition in reality today is
between the manazers of organisations and theit
skills in motivating human actions.

5. Secking out the Bust that is in People

O:ganisations are made up of different kinds
of people; their backgrounds vary; their convic-
tions may be as wide apart as the poles; their
ambitions and motivations are individualistic,
their drives, ideas and thinking process follow
separate patterns. The manager has to accept
these differences and use them to guide the group
towards the attainment of common goals. He
cannot crush them and mould them in a uniform
pattern but he can temper them, influence them
and convert the organisation into a dynamic,
hard hitting unit that aftains its objectives. So
it is very essential for an executive in an organi-
sation to extract what is good in an employee and
try to magnify that goodness in him to enable
him to be more useful to the organisation, rather
than overshadow his goodness and magnify his
shortcomings which may harm him and the
organisation as well.

Taking the Right Decision
Oune of the major tasks of the Managers in

the context of complexities of today is lo takea
decision on which depends the success of an

enterprise.

In making a sound and good decision, the
following phases are involved:

(i) Defining and analysing the problem,

(ii) Finding relevant facts,

EFFECTIVE MANAGEMENT

fiii) Developing alternatives,

{iv) Selecting the best solution.

(v) Converting the dacisicn into effective
action.

A1) Defining and Analysing the Problent

The decision-maker must separate the rele-
vant from the irrelevant, the material from the
immaterial Lhe important fremthe unimportant,
Once the real problem has been identified, the
decision-maker enhances the chances of a proper
solution. The old saying ‘a prcblem defined is
a problem half solved’ is more than true.

(1) Finding Relevant Facts

For a sound decision, it is a must to havea
system of reporting in o fashion that the data
are available as and when needed in the form
required. A decision shouid always be based on
facts instead of guess and iatuition.

(i1 Developing Alternatives

To solve a problem, we should keep an open
mind to all possible and logicul solutions and
not just pose what we wish to consider or those
which should tend to show up our own precon-
ceived or pet solutions.  One should find new
ideas and new alternatives,

(iv) Selecting the Best Solution

The decision maker just makes value judge-
ments about things whichcannotbe easily quanti-
fied, as well as those about which he is unsure. A
Manager must go into and compare the merits
and de-merits of cach of them. Some criteria
useful For taking a decision of the best solution
are to evaluate the degree of risk, economy of
effort, availability of resources and time required
for implementation. While considering these
aspects, it 15 also essentiul to see the impact of
the decision on an individual, on a group and
on the organisation as a whole,



KN SAPRU

(v) Converting a Decision into Effective Action

The solution should not be only a paper
decision. Certain follow-up-action is necessary
to nuake it cffective. Vital decisions are often
made by Managers but they are given effect to
by subordinates. So the decision has to be
communicated to them in clear and unambigu-
ous terms. To enable a subordinate to put forth
greater effort in implementing the decision, he
may be called upon to participate in the work of
developing alternatives. A decision has ulti-
mately to become the decision of the people who
have to convert it into action.

One of the most important factors in making
adecision is the right judgement. I'n other words,
timing in making business decisions is of para-
mount significance. Itis not only fo act thatis of
importance but when to do it—an old saying
‘a stitch in time saves ning” is of wvital
importance in business decisions.

Justice

In an enterprise to maintain high morale,
efficicncy, loyalty, discipline and harmony, it is
not only nccessary fo do justice but see that
justice is done quickly. Grievances must be
redressed justifiably at the appropriate time.
Once a climate is created in an enterprise that
the Management is objective, sympathetic and
justiciable, the solution of problems are
amicably found.

The central 1deas behind management audit,
which was developed by the American Institute
of Minagement, are as follows:

{a) It should be comparative and historical.

(b) Weakness in any single direction or
division reflects failure of the manage-
ment as a whole.
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Evolution of Management

The appraisal of the management is to be
directed 1o look into the following aspects:

1.  Economic Function

Management develops distinctive characteris-
tics over the years and these characteristics derive
from the purposes which the management
atlempts to accemplish and from its cho'ce of
methods as revealed by its habitual way of
operating. The traditions, i.e. the habitual way of
operating are important as they express the
moral quality of the whole organisation, which
in turn depends upon the relative importance
of a company's purpose and service of the
£CONOmMY.

Briefly speaking, evaluation of ,the manage-
ment in this context means determination of the
public value of the company. This value is based
on what the company has chosen to do, what
products or services it produces, and how it does
thesc things in the moral and ethical sense. This
value is to be examined froni the points of view
of consumers, customers, shareholders, em-
ployees, suppliers, bankers, and the community
in which the company operates.

2. Corporate Structure

There should be an audit to appraise the
effectiveness of the structure through which
management secks to fulfil its aims. Each com-
pany develops its structure according to its own
needs and no set rules, therefore, can be applied
either for operation or for analysis. The essential
test of an organisation is how well it meets the
company’s nceds.

3. Heglth of Earnings

The growth of earnings, not the amount
are thedetermining factors of health of earnings;
but it is the ability of management to maintain
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consistency of earnings and gainful utilisation of
capital despite competition. The health of earn-
ings will itself indicate the quality of manage-
ment since healthy earnings cannot result from
unhealthy management,

4. Service to Shareholders

The directors and managers of every com-
pany are charged with the responsibility towards
sharecholders that—

{a) their investments are safeguarded from
unnecessary risks:

(b) the principal is enhanced as much as
possible through wise use of undistri-
buted profits;

{c) they receive a reasonable return on their
investment in the form of dividend;

(d) keep them informed from time to time
of company’s progress; and

(e} Protect the shareholders through pre-
emptive rights.

How a company satisfies these requirements
determines its fairness to shareholders.

3. Research and Development

No enterprise can remain heaithy without
provision for originating and investigating new
ideas, processes and procedures. So evaluation
of a company's research process is crucial to a
management audit,

6. Fiscal Policies

Through proper exercise of fiscal policy the
management can develop strength and maintain
its fevel of productivity to certain standards in
times of stress and business depressions. There-
fore, a constant watch on the fiscal policy is to
be kept, failing which it is likely that managers
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may not be able to maintain the same standard of
performance.

For this, three areas are to be covered:

(a) Analysis of a
siru :ture.

company’'s capital
(by Analysis of its organisation for develop-
ing fiscal policy and controls: and

{c) Evaluation of the application of this
policy and controls in different areas of
company activity,

7. FExecutive Evaluation

Perhaps this is the most important function
because all other functions are derived largely
from the thinking and action of the managers
and execulive group, who must have integrity,
ability, industry, foresight and alertness in gras-
ping the changed conditions, ability to balance
between flexibility and rigidity in adjusting the
enerprise to change.

For that again there should be a constant plan
for selecting and training of the executives so
that they go on growing constantly. Without this
the productivity of managers 1s likely to fall
gradually and the company may ultimately be
weeded out in this world of competition.

[t 1s the belief of this writer that managenial
productivity is ultimately disclosed in the per-
formance of those who are managed. Effective-
ness of a management teamn can be measured in
terms of the impact it has upon the people in
the entrprise leading towards goal congruity.
Thus we need today, as we shall need tomorrow,
managers who are conscious of their responsi-
bility in the face of socio-economic changes in
our country and are imbued with the spirit of
service. On them will depznd the survival of
our industry and the success of our economic
planning. O



Toward Measuring Managerial
Effectiveness

Pramod Verma*

The question of managerial effectiveness has assumed considerable importance in the context

of planned economic development in India.

Growth of professional management has gathered

significant momentum. Substantial portion of national resources has been invested in the
development and training of managers through various institutes of managements, university
departments and other institutions. Consequently there is a rising expectation about return on
this investment. The need for measuring managerial productivity cannot be over-emphasised.
However, it is to be recognised that there is no direct measure on managerial effectiveness. The
objective of this paper is to raise for consideration some of the issuesin connection with measure-

ment of managerial effectiveness.

T is no exaggeration to say that the growth
of professional management in India has
picked up a certain momentum. The Institutes
of Management at Ahmedabad and Calcutta
have been producing graduates for some years
now. Two more such national Institutes are
in the offing. In addition to these, there are
other institutions and University departments
which are engaged in training managers. Be-
sides, leading organisations in both private and
public sectors are devoting increasingly more
attention to training of executives. Although
this effort is meagre compared to the interna-
tional standards, yet a substantial proportion
of national resources has been diverted to this
activity. Consequently, there is a rtising ex-
pectation about return on this  investment,

The second aspect of the problem has to
do with the efficiency of management in various
sectors of the economy. Increasing output in

*Professor, Indian Institute of Management, Ahmedabad.

agriculture, industry and services would re-
quire effective administrative infrastructure.
Thus managerial skills and expertise have as-
sumed importance in order to plan and execute
economic activities in almost every sector.
As is well known, in a planned economy there
is much less uncertainty and ipso facto much
less room for ““entrepreneurial” activity than
in a free enterprise system. Thus, it iS manage-
ment rather than entrepreneuriship which would
pave the way for increasing output and an equi-
table distribution of income in this country.
This is yet another reason why we should begin
to consider various aspects of managerial effec-
tiveness.

Management as an Economic Resource

Some economists have emphasised the
importance of human factor in the growth of
output. It is known, for example, that a sub-
stantial part of economic growth in Western
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countries cannot be explained exclusively by
increases in the quantity of capital and/or the
employment of labour. Technological change
and organisational improvements have played
a significant role in cconomic growth. The
intensity with which managerial resource is
utilised in an organisation would certatnly differ
in accordance with the problems it faces. Har-
bison and Myers have put forth the following
propositions which merit  attention in  this
context:

1, Enterprises differ both in the size and
the complexity of their activities and
the more complex the organization
the greater the intensity of use of mana-
gerial resources,

3. The larger the market and the more
complicated the market structures
and mechanisms the greater is the
intensity of use of managerial re-
$OUICES.

3. Industrics requiring large capital in-
vestments appear to require a Corres-
pondingly heavy investment in high
talent managerial resources.

4. Innovations of all kinds require very
heavy investment and high level mana-
gerial resources,”?

These four propositions are as much rele-
vant to a less-developed economy as they are
to the more developed ones. It is known that
with increase in sizeé management becomes a
bottleneck in the growth of a firm. Conse-
quently, managerial resources have traditionally
been considered as a limiting factor to the
growth process. [n India, a public sector enter-
prise is an example of a large and complex or-

1. Frederick Harbison and Charles A Myers, Manage-
mient in the Industrial World, New York: McGraw
Hill, 1950, Ch.2.
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ganisation and it is in such public enterprises
that one needs to examine the cffectiveness of
management. Another protlem which needs
careful analysis is the distribution system.  In
the agricultural sector, for ex:mple, an efficicnt
management of distribution will ensure the sta-
bility of prices of essential comumncdities.  Given
the market structures and mechanisms for these
commoditics, one would need to look at the
usc of managerial resources and see whether
an efficient distribution system could be deve-
loped, Capital investment is vet another impor-
tant aspect of the problem It is known that
huge capital investment has taken place in cer-
tain sectors of the economy and it is in these
sectors that one wishes to study the effective-
ness of managerial resources,

Finally, the role of research and develop-
ment is fairly well-recognised in this country,
although the investment on R & D is not as
high as it is found in Western countries. The
need to evolve an appropriate technology and
to engagc in intport substitution cannot be over-
emphasised. It is essential that a cost-benefit
analysis of R & D expenditure is undertaken
in this context.

The problems relating to public scctor, agri-
cultural development and research organisa-
tions are only illustrative of the need for intro-
ducing niodern management practices. It
should be clear from this discussion that manage-
ment as an economic resource needs to be looked
at closely in various sectors.

Profits and Productivity

Economists have generally assumed that a
major objective of the firm is to maximise
profits. Under perfectly competitive situation,
maximisation of profits assumes an efficient
allocation of resources and oplimisation of
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output. If a firm is not producing efficiently
it will be forced to quit the industry. How-
ever, under the circumstances of imperfect com-
petition the firm may continue to underutilise
the productive capacity and yet may make
profits. Economists have for long recognised
this possibility and labelied such unutilisation
as “wastes of competition. It is to be remem-
bered that profit is the function of price and
consequently dependent upon the market struc-
ture. Profil generation by itself, therclore,
seems to be an inadequate measure of produc-
tive efficiency and consequently of managerial
eTectiveness.

In the present discussion, we are concerned
with the productive efficiency in an enterprise
and not with the value of output. To that
extent, we should relate output with input.
The ratio of vutput to input measures the total
productivity of the factors of production. An
increasing trend in this ratio would, therefore,
indicate the efficiency with which the manage-
ment allocates input resources with a view to
maximise output,

Higher productivity would indicate lower
cost, assuming that factorprices remain constant,
Assuming this, one could discuss either the
factor productivities or the behaviour of costs
over a period of time. Holland has suggested
an interesting approach to the problem.? He
divides the productive employees into salaried
staff and operatives on the one hand and the
total production costs into direct and indirect
costs on the other. While the direct produc-
tion costs are incurred in the employment of
operatives, the indirect costs are incurred in the
employment of salaried stafl. A general hypo-
thesis proposed by Holland is that there will

2. DG Holland, **Costs Productivities, and the Em-
ployment of Salaried Staff,” Bulletin of the Institute
of Economics and Statistics, Oxford, August, 1963
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in planning and execution of

economic activities in

almost  every  sector.

be an inverse relationship between the changes
in the ratio of indirect production costs in total
production costs and changes in the unit total
production costs. Over a period of time, there
will be several possible combinations of direct
and indirect costs available to a firm and yet
there will be one combination which will yield
a greater reduction in total costs. Holland main-
tains that a justification for increasing the ratio
of indirect production costs to total production
costs would be in terms of its contribution to
reducing the unit production costs at least in
the long run. Holland, therefore, implies that
if the costs incurred on salaried staff de not
eventually lead to a reduction in the unit pro-
duction costs, such an expenditure cannot be
justified in economic terms.

As has been pointed out earlier, the cost
per unit of output reflects the productivity of
the factors of production. Therefore, the ratio
of indirect production costs to total production
costs is dependent upon the proportion of sala-
ried staff. One should, however, recognise the
possibility of changes in technology as well as
in the capital-labour ratio. Qutput could in-
crease from these two sources in addition to the
changing proportion of salaried staff among
total employees. In other words, increasing
productivity of factors of production would be
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affected by (i) an increasing proportion of sala-
ried staff to total employment, (ii) technological
change. and (iii) increasing capital-labour ratio.
The effect of increasing management resource
on productivity, therefore, cannot be measured
in isolation. Nevertheless, it can be said that
given a certain technology and capital-labour
ratio, the choice of a specific proportion of
salaried staff to total employment is justified
only if it contributes to increasing productivity.

System of Organisation

While increasing factor productivity indi-
cates to some extent the effectiveness of manage-
ment, the time period over which such a growth
in productivity is achieved should also be con-
sidered. Besides, the style of management ts
a crucial elenent in the growth of productivity
in the long run, Rensis Likert, a leading or-
zanisation theorist, has devoted considerable
attention to this question.3 In his view, a “high
producing” manager is very often responsible
for low preductivity in the long run. Such a
manager employs an authoritarian system of
management. On the contrary, a manager in
a more participative system of organisation is
able to ensure high productivity in the short
as well as in the long run. Likert has suggested
a four-fold classification of management systems
representing a continuum: Exploitative-autho-
ritarian (System 1}, Benevolent-authoritative
(Systemi 2). Consultative (System 3), Partici-
pative-group (System 4). The overall effective-
ness of management can he studied by compar-
ing the results of Systems 1 and 4.

The manager in System | adopts the tech-
mique of high pressure through tight work stan-

3. Rensis Likert, The Human Organisation: Ity Manage-
ment and Valuve, New York: McGraw Hill, 1967,
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dards, personne! limitations and tight budgets.
The compliance to this system is achieved
on the basis of fear. Likert's suggestion is that
this style of management is essentially dysfunc-
tional. It leads to unfavourable attitudes, poor
communication. low levels of influence, low
levels of ¢ooperative motivation, no peer per-
formance goals and restriction of output. As
a consequence, high absence and turnover rates
emerge over a period of time leading to lower

productivityinthe long run. In Likert’s analysis,

the short-term increase in productivity is achiev-
ed at the cost ofdecliming human efficiency in
the long run. Likert argues that this short-
term increase in productivity is  spurious be-
cause the human cost of this increase is not
included in the appraisal of a4 manager.

Likert favours a transiclon to system 4
whichis characterised by the principle of support-
tive relationships and by group decision-making
in multiple overlapping group structures, These
organisational characteristics give rise to favou-
rable attitude towards superior, high confidence
and trust, high reciprocal influence, excellent
communication, high peer group loyalty and
high peer performance goals at all levels regard-
ing productivity and quality of output, As a
consequence of these attitudinal factors, low
absence and turnover rates are found among
the employees. High productivity is ensured in
this system in the short run as well as in the
long run.

It is clear from this analysis that an increas-
ing proportion of salaried staff is a necessary
but not a sufficient condition for increasing
Tactor productivity., Another factor which seems
tmportant 1s the human element implied in the
style of management, The effectiveness of mana-
gement should therefore be measured in terms
of, among other things, the minimisation of
human cost in increasing productivity,
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Statistical Problems

The following hypotheses are suggested by
the preceding discussion: (1) Profits by them-
selves should not he considered as appropriate
measures of managerial =ffectiveness in a situa-
tion of imperfect competition. (2) The increas-
tng employment of manuagerial staff can only
be justified if the unit preduction cost is reduced
and factor productivity is increased. (3) While
raising productivity of human resources, the
long run cost of the method by which such
productivity is increased should also be taken
into account,

There are considerable operational difficul-
ties in validating these hypotheses. Both eco-

nomic and attitudinal data at the firm level -

would be required to measure the relevant
variables. Such data are unfortunately not avail-
able from the published sources. Consequently,
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statistical analysis based on macro-economic
data would have limited usefulness in the mea-
surement of managerial effectiveness. Never-
theless, some macro-economic statistics are pre-
sented here with a view to illustrate the issues
raised in this discussion.t

The data on salaried stafi and productivity
of labour are drawn from the census of Indian
Manufactures and Annual Survey of Industries.
These industrial surveys cover the organised
business sector. The concept of “salaried staff”
covers the adnunistrative, technical and clerical
staff. It is thus a rough approximation of
“managerial manpower” in industry. Qn the
contrary, productivity refers to net value added
per production worker. The data on man-days

4. G.E. Dalchanty, Nenproduction Workers in U.S.
Muanufacturing, Amsterdam: North-Holland, 1968
Pramod Verma, *“Growth and Compensation of
Salaried Employees in Manufacturing Industries
1950-1964,” PACT February 1972,

TABLE |

Salaried Staff, Productivity of Labour and Strikes, 1950-1964

Proportion of salari- Value added per Value added per Muan-davs lost through
ed staff to total em- production  worker worker deflated by disputes
ployees wholesale price Index
Year - —_—— — —- —
Index  °,change  Index . change Index: % change  Index ° change
(1} (2} 3 (4) (5 (6) (7 (8)
1950 100 1060 100 94
1951 94 -—6.0 121 21.0 129 29.0 100 6.8
1952 23 —1.1 109 10.5 117 —9.0 98 —2.0
1953 97 43 118 79 120 23 104 6.2
1954 106 9.0 126 6.7 149 2.6 110 5.8
1955 109 2.8 137 87 158 6.4 159 44.5
1956 110 .9 145 58 147 —7.4 176 10.7
1957 115 4.5 150 35 148 . 162 8.0
1958 121 5.1 159 6.0 151 22 196 21.0
1959 126 4.1 156 —1.8 142 --54 142 27.6
1960 111 --11.9 173 11.0 148 3.7 164 15.4
1961 102 —8.1 183 55 156 g 124 —24.3
1962 116 13.7 200 9.2 167 6.5 154 24.2
1963 122 5.2 221 14.0 174 4.3 82 —14.8
1964 147 204 239 80 167 —4.2 194 136.
Scurces ;. Cols. 1,3,5: Annual Survey of Industries, col. 7 : Indian Labour Statistics
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lost are derived from Indian Labour Statistics.
Although these data relate to the 'economy as a
whole, they roughly indicate the course of strike
activity over ithe period.

Comparing columns 3 and 5 in the table it
is found that the increase in productivity in
real terms has been much less than indicated
by the increase in value terms. While the value
prodactivity increased by 1399, over the period
1950 to 1964, the real productivity increased
onty by 679/, In other words, part of the in-
crease in value productivity was due to the in-
flationary trend in the economy.

A comparison of column 1 and column 3
would suggest that while the proportion of
salaried staff to total employees increased by
479, the value productivity increased by 1395,
The implication of this would be that the in-
creasz in salaried staff has led to a more than
proportionate increase in productivity, How-
ever, such a conclusion would be erroncous. If
one relates column I with column 5, it can be
seen that real productivity increased only by
679%,. Thus the true indicator of contribution
of the salaried staff should be seen in terms of
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real productivity rather than in terms of value
productivity.

The data also reveals an increasing human
cost of growth in productivity. A comparison
of column 5 and celumn 7 would indicate that
there has been a two-fold increase in man-days
lost through disputes. whereas productivity has
increased only by 679, Itis clear that thereis a
substantial human cost to increasing producti-
vity over this period.

Conclusions

The need for measuring managerial produe-
tivity cannot be over-emphasised. But it should
be clearly recognised that therc is no cdirect
measure of managerial effectiveness. Since the
function of management is to allocate resources
with a view to optimising output, it isthe growth
in factor productivity which would indicate the
success of management. Atthe firm level, the
management should evaluate its  success in
terms of (a) the contribution of cach factor of
production to total output and (b) the kinds of
human problems which arise in the course of
implementing production plans. Having obtain-
ed objective data on these two critical variables
it should not be difficult for the organisation to
identify the problem areas,

Even though each firm has its own unique
situation depending upon the conditions in
product and factor markets, technoiogy, size
and locating, it is not beyond the tools and
techniques of modern management to identify
the problem areas and to offer appropriate
methods of resolving them. But 1 am assuming
that the managements are willing to undertake
a review of their performance. Let us hope
that the managerial groups in the country are
alive to the needs of the society and are conse-
quently willing to change. ]



Managerial Productivity:
Some Pre-conditions

PD Malgavkar*

In this article, the author has listed the difficulties in measuring the productivity of managers. He
is of the view that it is easier to measure the overall preductivity of top management. Some of the
barriers to managerial productivity have been referred to and conditions for Improving it have been
suggested.  Given the opportunity, the management will take up the chalienge by pushing the indus-

trial growth rate wejl beyond 10°% without placing excessive demands on capital.

It is well known

that effective management can increase production by as much as 50%; without any change whatever

in the other factors of production.

M_-\T\'AGER[.‘\L productivity depends upen the

skill, knowledge, and aptitude of the
manager, the conditions within the organisation
and the external environment prevalent in the
country. T'he measurement of management pro-
ductivity is, however, fraught with difficulties es-
pecially if one attempts to relate productivity to
specific causes or activities. The level of manage-
m:nt we have in view tor measuring the produc-
tivity has also to be decided. To the managers
below the top level, internal conditions (condi-
tions within the organisation) will be more pre-
dominant in affecting their productivity whilst
to the top management, the impact of external
environments as also their ability to modify
the internal conditions to meet the external
challenges will determine their productivity.
Even if the management has the overall respon-
stbility for running an undertaking, it is difficult
to measure the productivity of a specific manager,
as the possibility of creating similar work sitia-
tion without a manager to make a comprehen-

* Principal Director, Small Industry Extension Training
Institute, Hyderabad.

sive study of the impact of the manager on pro-
ductivity cannot be visualised.

[t can be argued that the productivity of the
managers below the top level is esseatially the
performance of the managers, and if the mana-
gement organisation is so devised as to give
opportunity to the manager to be in-charge
of specific activity or performance which can
be measured, it is possible to gauge his produc-
tivity in comparison with other departments
as also in comparison with specific periods.
The productivity of successive periods compared
to the base period will decide how far the mana-
ger has improved the performance or other-
wise.

Evenin such a contingency, we are assuming
that the production is effected in static conditions.
However, the dynamics of industry postulate
that if the enterprise is to grow and not stagnate
or languish, the management mwust constantly
upgrade not only the skills and techniques but
also the technology and be innovative in its
production, marketing and so on. It is difficult
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to measure the loss of productivity because of the
manager not taking on to new technology and
innovation.

When it comes to higher management, the
predominance of exteranal environments on the
productivity of the management can be observed.
The external environment may comprise econo-
mic, fiscal, credit and monetary policies, the
national goals such as social justice, dispersal of
industries, removal of regional imbalances,
external aid, export incentives, import policies
of outside countries, trade unioit movement and
rivalries, political climate and philosophy, etc.
To the extent the top management is in tune and
harmony with the external environment, will it be
in a position to develop situations conducive to
propulsive growth within the industry, which
again will have an impact upon the managers
working under top management by giving them
sufficient impulse, encouragement and support
for improving their productivity. If, however,
the top management feels it is at cross purposes
with the external environment, or if it feels that
the external environnient is not conducive to its
contribution, or if it feels itself helpless, frustrat-
ed and unwanted in the external environment, it
would be difficult for it to gear its organisation
to meet the challenges of production and pro-
ductivity,

All the same, as the top management is finally
responsible for the contribution from the differ-
ent factors of production the overall impact of
top management on the Indian economy may
be measured by the industrial growth rate of the
nation. The overall industrial growth rate in
India is not very encouraging. Even forgetting
years 1965 and 1967, when the overall index
number of industrial production went down, the
increase in the general index of production
was 6.4% in 1968, 7.1% in 1969, and 4.5% in
1970. The 1971 index seems to have increased
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not more than 4% whilst lately we hear some
proncuncements that the industrial production
during the last six months has gone up at a rate
of more than 6%,. The overall growth rate
between 1965 and 1970 was 3.5, The picture
somewhat improves whenwe take into considera-
tion the 290 large public limited Companies.
their value of produciion having gone up by
12,69 in the year 1966-67. 9.3% in 1967-68.
9.1% in 1968-69, 11.4° in 1969-70. and 14.5%,
in the year 1970-71.*

As the growth rate of the industry depends
upon the capita!, of which we are short, labour.
whose overall skills  need considerable up-
grading and who s yet to commuit 1self to pro-
ductivity and management and who can mould
the other factors of prodiction to suit the overall
growth, it would be in the interest of the country
to concentrate altention on management, as
a small naumber of eifective managers can
have a striking impact on the overall econo-
my. Management can alter the combination
of inputs; 1t can create conditions which may
make the workers hostile or involved in produc-
tion; it may utilise highly capital-intensive or
labour-intensive technology: or it may select
location highly favourable to the profitability of
the undertaking or which will ensure that the
industry is doomed to failure.

A Delicate Plant

Managerial productivity i1s likea delicate
plant,that has to be nurtured and developed both
by conditions within the company and external
environment. Tt should be constantly engaged in
reducing costs, improving quality, increasing
production. and modernising plant and machi-
nery. It should endeavour lo overcome the
disadvantages of lack of capital resources and

*Reserve Bank of India Bulletin, February 1972,
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sophisticated equipment and take full advantage
of the ample manpower within the country.
All this can be achieved firstly by an overall
external environment: secondly, through com-
pany organisation and thirdly, through each
manager being given the technical skill, the over-
all knowledge and attitude conducive to pro-
ductivity,

Negative Factors

We now know a great deal about the negative
factors that hamper productivity. Some of
them are discussed here.

The manager is ultimately paid to think and
to contribute by his intellect to the working of an
organisation. This faculty in the manager can
be developed only by giving him an opportunity
to express his thinking on the problem for general
consideration. A frustrating policy in many of
the enterprises is that the thinking, if at all, is
channelised into a set pattern, if not stifled, under
rules and procedures, thus leading to the think-
ing apparatus of the manager engaged in the
organisation gradually becoming rusty and
obsolescent. In order to improve managerial
productivity the top management should encou-
rage rather than be afraid of new ideas. It is
only when a person has been given an opportu-
nity to think and to put across his ideas freely
will he be able to make significant contribution.

Sometimes the top management behaves as
authoritarian just to cover its ignorance. It
insists that its dictates be obeyed implicily and
blindly, thus stifling the contribution of any new
idea, thinking or concepts. One can well ima-
gine the impact of such behaviour on the mana-
gerial productivity.

There are others who believe in safety at all
costs, while the essence of managerial produc-

Managerial  productivity is

like a delicate plant, it has to be
nurtured and developed both
by conditions within the company

and the external environment.

tivity is to take calculated risk. The safety may
be resorted to in construction design, marketing,
research and development, production, or the
utilisation of the resources. Such uncompromiis-
ing resort to safety only leads to mediocrity in
management.

Besides the individual ability, skills and
aptitude of the manager and the internal condi-
tions in the organisation, the overall environment
in the country has considerable influence on the
managerial productivity. The scarcity situa-
tion in the country which ensures safe and sure
profits to an undertaking and demands only
negative management skills, such as continuation
of status quo and palm-greasing does not improve
his productivity. If productivity has to be
improved, it is necessary that goods are available
in plenty. This wiil put the manager on his foes
to improve quality and sales and reduce costs.
Otherwise, no amount of exhortation will lead
to improvement of managerial preductivity. The
policy of restricting industrics in certain regions,
areas ot products has the same effect on mana-
gerial productivity because the manager need not
think of those particular areas and products at
all. Instead, if the policy-makers want to achieve
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Besides the individual ability,
skills and aptitude of the

manager and the internal conditions
in the organisation, the overall
environment in the country has
considerable influence on the

managerial productivity.

these aims, they can make it more costly for a
person to set up manufacturing capacity in an
area or in a product and then leave it to the
ingenuity of the manager to overcome the dis-
advantates of the initial {not continuing) extra
Ccosls,

As already stated, managerial productivity
has to be fostered by giving opportunities to the
managers to contribute by thetr thinking and
ideas. If the top managers themselves feel that
their ideas and initiatives are not appreciated by
the policy-makers, if they feel themselves sus-
pected or distrusted, they will naturally reactin a
similar maaner against their subordinates.

Conditions for Improving Productivity

The manager, to be effective, must develop
understanding and aptitude so that the program-
mes and policies he has developed through his
mastery over techniques and comprehension
about the overall system, are translated into well-
knit programmes by the men who ultimately
impelment  his  thinking info  programmes,
activities, products, and services. Unless he has
the ability to coordinate the activities of others
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and to motivate others to pgive him willing
support in the plans and programmes he has
envisaged, no matter how efficient he is in his
technical and analytical skill, he may not be
successful in making himself effective. or, in other
words, his managerial productivity will be low.

In order to increase his productivity, the
manager should not spend his time and encrgy in
doing work which can be entrusied to his sub-
ordinates. He should, therefore, constantly
review as to what part of his work should be
relegated to the subordinates. He should assign
such of the additional responsibilities to the
persons below him as they prove capable of
carrying out.

The manager, however, is only a part in an
organisation and if he is to conlribute to the
productivity of the organisation, the organisa-
tion has to be geared to corporate planning and
management by objectives as only then will
everyone in the organisation be conscious of the
overall objectives, his personal targets and
achievements or failures.

The top management has to modify its
organisation policies and programmes to neet
effectively both the external environments and
internal conditions. Even if it has the will and
expertise to do this, it can do it only if it has
prompt access to reliable data and information
on both external environments and internal
conditions. Unfortunately both at the national
level and at the undertaking .evel, sufficient
significance has not been attached to timely
dissemination of information so thal corrective
measures could be taken before it becomes too
late, and speedy advantage is taken of the oppor-
tunities. The top management will have to
ensure that its organisation is geared to have at
leastinternal information speedily and promptly,
and it should be prepared to impress upon the
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outside agencies and il nceessary, to contribute
its mite to ensure that the external information
becomes available promptly and is relevant,
The decision to use a caomputer or not, should
be judged from its impact on the timely informa-
tion need which can help the industrial growth
rather than its so-called immediate impact on
employment.

Impact of Technology

One of the basic elcments of productivity is
technology. During the years 1955 to 1966,
technological processes accounted for 4.19] per
year of economic growth in Japan, or almost
half of the increase in the growth rate of Japan
(9.4%)) was accounted for by the impact of
technology on industry. The top management,
therefore, must not only be aware of the role of
technology, but be always onthelook out for
better technology to improve the productivity
of the organisation and the growth rate. One
of the ways of ensuring this is a whole-hearted
commitment to research and development and
an open mind for testing and acceptance of new
ideas and technologies.

Free Communicaftion Channels

Theindustrial compositionis rapidly changing
towards industries which demand not only more
skill, but more knowledge. It envisages not only
expertise in doing a particular thing, but also an
analytical questioning and informative attitude
and willingness to absorb newideas and to trans-
late them into work situations. The organisa-
tion to utilise knowledge is different from the
organisation created for utilising labour or skill.
The flow of knowledge is a flow of ideas which
can only be ensured in an atmosphere free from
suspicion, feur, frustration, animosity, or bitter-
ness. To create such an atmosphere, the orga-
nisation must ensure freer communication chan-
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The manager, to be effective,
must develop understanding and
aptitude so that the programmes

and policies he has developed through
his mastery over lechniques and
comprehension about the overall
svstem, are translated into well-knit
programmes by the men who
ultimately implement his thinking
into programmes, activities,
products and services.

nels and must be consultative in making decisions
and implementing them.

With the rapidly changing composition of the
industrial sector, in the next few years, electro-
nic industry, petro-chemical complexes, chemi-
cals and pharmaceuticals will be dominating
the overall production in the industrial sector,
This requires an innovative bent of mind and a
management which accepts that the innovation
to be commercially effective must be produced
in an industrial set-up which will ensure produc-
tion in plenty of quality products at constantly
lesser costs. Unless the innovation develops a
mass market for itself, it remains only as a gim-
mick for the affluent,

Dynamic Organisation

New concepts in organisation and running of
industries are now being tried with success in
different parts of the world. The flexible working
hours concept, which was started in Germany has
now gained acceptance in other parts of Europe
and America. The behavioural scientists’ orga-



32

The top management must

not onlyv be aware of the role of
technology but be always

on the look out for better
rechnology 10 improve the
productivity of the organisation

and the growth rare.

nisational approach, especially for knowledge
industries, has remarkable impact on producti-
vity, labour turnover, absentecism and employee
enthusiasm. One of the striking exanmples is the
Advanced Devices Centre in Canada—a senu-
conductors manufacturing unit— wherein thereis
no time clock, no exccutive suites, no lunch
buzzers and which achieved return on investment
target of 1971 three vears ahead of schedule. The
Japanese industries believe that the most
important task of the top management is
manager selection. manager development and
manager placement. In Mitsui of Japan, the
Chief has one job only.

One of the things required of top manage-
ment is its decision to abandon. for want of
prospects or opportunities, its products, markets,
personnel, equipment, techniques, ete,  The
fear of the unknown and the willingness to dis-
card the superfluous, however, make them
adhere to old systems.

The top management has the task of harmo-
nising the organisation with the boundary
conditions of the enterprise, mainly government,
politicians, consumers, employees, trade unions,
financial institutions, share-holders, raw mate-
rials, consumers, etc.
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Ability to Anticipate

The top management should not only be
aware of any change in the external environment
but also anticipate likely environmental changes
and pressures and develop strategies to optimise
organisational effectiveness in the changing envi-
ronment, Reference was earlier made to the
overall low growth rate in the country, which
has led us to conclude that the managerial
productivity in the country as & whole is low.
We are at the same time aware that the manage-
ment training and the management development
programmes are gaining ground in the country.
It is difficult to reconcile the continuing fall in the
growth rate of the industrial production with the
increasing commitment to -managerial training
and development, We are led to believe that the
managerial training and development 15 more
concerned with the internal conditions whilst the
external environment is having a growing
influence on the osverall industrial growth rate
about which the management development and
training scems to be silent.  This writeris of the
viewthat management training should take cogni-
zance of the external environments especially
as the industrial policy, programmes. finance.
location, size. type of management, market,
labour, ete., are being decided by external in-
fluences, and harmonise the management goals
to fit in the external environment. It is equally
important for the agencies which are responsibic
for the external environment to realise the pre-
dominant role expected of industries for the
overall development of the country in creating
increasing cmployment opportunities and in
dispersal of industrial growth and the contribu-
tion that the top management can make to it if
it is given the opportunity. If the top manager
is to feel himself on solid grounds, he requires to
be taken into confidence and given a feeling of
importance, |



Managerial Productivity and
Management by Objectives :
An Approach to Measurement

SK Chakrahortv*

In this article, the author attempts to suggest how to meaningfully measure managerial producti-
vity. According to him,if managerial productivity is taken care of, capital and labour productivity will,
by and large, fall in line. An MBO approach would be essential for assessing the value. While obvious-
ly quantifiable objectives can be readily figured out and weighted through mutual consensus, the MBO
stvle should help this to be achieved for gualitative objectives and for staff activities as well.

T is desirable that India today should be
concerned with managerial productivity,
And inasmuch as managerial manpower 1s still
a scarce resource here, such eniphasis might
even take precedence over our cfforts towards
improving labour productivity. In  western
countries like the United Kingdom or West
Germany, where labour has been a relatively
scarce factor, preoccupation with labour pro-
ductivity scems to be logical. To pursue ex-
clusively this logic in our country would be in-
supportable because of two reasons. Firstly,
the most direct and productive way of stepping
up labour productivity is through use of more
capital per unit of labour. Capital, however,
is itself a scarce resource in our economy. It
will appear to be more so as soon as we think
of deploying additional capital for boosting the
productivity of the huge labour force in the
manufacturing sector running into an estimated
10 million by 1982'. Scooadly, and this is
normally a nezlected dimension, deployment of
motre capital-intensive techniques makes much

*Indian [nstitute of Management, Calcutta,

greater demands on managerial competence
than on [abour effort to get the best out of the
enlarged scale of investment. That being so.
increased labour productivity under such con-
ditions will in 1tself turn around higher mana-

1. See Monthiy Commentary, Annual Number, 1971,
pp. 88 and 93. This author has made a crude
attempt to project total capital (fixed and wark-
ing) needs in the Indian manufacturing sector in
1982 by using the Annual Survey of Industrial
Sraristics (vol. 1) for years 1961 and 1963. Capital
employed per employee rose from Rs, 7,660 in
1961 to Rs. 16,110in 1965 1.e. by a little more than
200 per cent. Correspondingly, value added per
employee rose during the same period by only
339 i.e. from Rs. 3187 to Rs. 4250,  This means
anannual average increase of 6.6°, onlv. How-
ever, value added per rupce of capital employed
dwindled from 41.5% to 26.49% only during
the S-year period. Assuming that vakie added
per employee continues to increasc at the rate
of 6.6% per annum for the nex: eleven vears, it
would mean a value added figure of Rs. 7,862
per empioyee by 1982, If number of employees
in the manufacturing sector is 1 erore in 1982,
then total value added should be Rs. 7,862
crores. Supposing value added to capital
employed ratio in 1982 remains at the level of
26.4°%; as in 1965, then total capital employed
necessary to generate a value added of Rs. 7,862
crores by 1982 runs inte Rs. 29,780 crores,
against Rs. 6,444 crores in 19653.
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gerial productivity.  Thus, we cannot ignore
the fact that underutilisation of capacity due to
bad planning of materials, lack of maintenance,
gtc. reflects poor managerial productivity, al-
though we may be conventionally expressing
the results in terms of labour productivity, It
is a pertineat observation that exclusive reliance
so far on various kinds of labour productivity
indices has had the unfortunate effect of camou-
flaging the effectiveness or otherwise of mana-
gerial manpower. If managerial productivity
is taken care of, capital and labour productivity
should, by and large, fall in line. And this is
fully consonant with the trend towards treating
management as a resource. In the following
discussion, an attempt is being made not to sug-
gest ways of bettering managerial productivity,
but to suggest an answer to an even more basic
question * how to meaningfully measure manage-
rial  productivity 2 Remedial steps can only
Sollow relighle measurement,

Managerial Input and Output

Presently we shall be confining ourselves to
managerial manpower as a single aggregate.
Problems regzarding individual managers, as
well as groups and levels of managers, shall be
dealt with later.

As with all productivity measures, for any
suggested index of managerial productivily too
we shall have to use some guantitative articula-
tion of output and input, For the enterprise as
a whole two conventional aggregative measures
of input appear to be

(2) Managerial manhours expended, and
{b) Expenditure on managerial manpower.

These are counterprarts of direct labour hours
and direct labour cost. Both adopt the “ex-
pense” viewpoint in defining managerial input—
in one cuase it is the expensing of time, in the
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other that of money. Beltween these two mea-
sures ol input, the choice would naturally fall
on money expendityre to support managerial
manpower, because aggregation of managerial
manhours will not reflect hierarchical and age
differentials in the managerial manpower mix.
Later, a more refined measure of muanagerial
input will be suggested.

AS to output, in the first insance, we seem
to be in a position to do no better than falling
back on several aggresate measures of enter-
prise output

(a) Net sales procceds,
(b) Profit before taxes, and
{¢) Value added.

In the absence of any direct measure of
managerial output, cach of these surrogate
measures has something to argue for it. Con-
ceptually, however, the ‘valuc added’ measure
is the soundest. This is derived by deducting
from net sales proceeds the throughput elements
of business operation, i.e. materials and services
bought and consumed from outside. Enter-
prisc expertise and competence lie in generat-
ing additional value into the inputs absorbed
from outside with the aid of its human, capital
and knowledge resources. It is from this pool
of value added that costs of human resources,
capital, land, etc,, will be met. Any balance
left thereaflter 1s the profit for the enterprise.
To increase profits. thercfore. the management
of an enterprise must increase the fund of valge
added, particularly in times of inflationary cost
increases.  Value added can be increased by
raising sclling prices, by altering product-mix,
by improving technical efficiency in the usage
of muaterials and outside services like power
and fuel ete. A judicious combination of these
alternatives should be adopted in given cir-
cumstances for an enterprise. At this stage,
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therefore, the supgested index for managerial
productivity is :
Valuc Added

~ Accounting Cost of Existing
Managerial Manpower

100. ..

(D

T -

A Dbasic and obvious limitation to the index
Twe in (i) 1s that it reflects managerial produc-
tivity as if' it were a homogeneous input through-
out the organisation. For example, it does not
tell how well the sales and marketing functicn
has done. or how poorly the production fune-
tion has performed and so on. Such a blanket
measure does not possess sharp enough edges
to pry open the hidden linkages of geod, indif-
ferent and bad performances in various layers
and channels of enterprise activity. Indeed,
‘value added’ represents the final outcome of
all kinds and levels of managerial performances
over a period. The distinctive contributions
or otherwise of specific managerial groups or
individual managers are lost in the pot-pourri
of ‘value added’.

It might now be asked how does the I
index improve upon the more well-known index
for assessing overall managerial performance,
namely :

Operating Profits
Operating Capital Employed

x 160 ?

With respect to the numerators of the two ratios,
the advantige lies clearly with the ‘value added’
figurc,  Firstly, the derivation of operating
profit figare, depends as this does on wide-rang-
ing interpretations and applications of accoun-
ting principles and conventions, is far less precise
than that of *vulue added’. For example, varia-
tions in depreciation and finished stock valua-
tion methods, dubious allocations between
capital and revenue expenditures and the like
do not affect the *value added’ figure. Sccon-
dly, operationally it is more useful to monitor
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the ‘value added’ pool over years. to set off
against it the various prior charges and to watch
the resultant behaviour of operatirg profit®,
Such analysis would throw up more searchirg
questions on operating profit perfeimarce than
would the conventional split of the cperatirg
profit/operating capital employed ratic into a
series of subsidiary ratios.

Use of operating capifal cmpleved in the
denominator is significant in it ¢wn right.
This quantity represents aggrerate input frem
the viewpoint of the business entity as a2 whole.
It comprises the net physical and money assets
of the enterprise.  However, a basic conceptual,
and in the long-run a serious, flaw in the above
computation is the lack of consideration of the
human resource base of the enterprise. There is
a growing body of research—theoretical and
empirical—attempting to lock at the possibili-
ties of quantifying human resources, especially
managerial, as an asset capable of figuring in
the Balance Sheet®. This aspect will be cla-
borated later in this article. So leng as we do
not *assetise’ managerial manpower, the nearest
and comventional approximation to its valua-
tion is the accounting costs incurred from year
to year to support managerial resources, This
is the expense viewpoint we had referred to car-
lisr. While being aware of the limitations of
such an approach to measure managerial mput,
this still appears to be a more direct measure

2. See Chakraborty SK. ‘Ratio Analysis and
Inter-Firm Comparisons : Some New Emphases’,
Productivity, July-September, 1972,

3. For example, E Flamholtz : ‘Should Your Or-
ganisation Attempt to Value its Human Re-
spurces P, Culifurnia  Management Review,
Winter, 1971 ;  JVC Butcher ‘Emplovee
Evaluation,” The Accomntant, 6th August, 1970;
RL Brummet et.al. : ‘Human Rescource Man-
agement — A Challenge for Accountants’, The
Accounting Review, April, 1968; MH Qilbplt :
‘The Asset Value of Human Organisation]
Management Accounfant (U.S.AL), July 1970,




86

than operating capital employed. In the latter
case we are directly assessing the productivity
of aggregate net assets employed in business,
and thence indircetly managerial preductivity.
But vilue added per rupee of managerial man-
power cost is a direct measure of the effeciine
contributions ol enterprise management. fndecd,
[ would suggest organisations 1o undertche o
fruitful comparison of  the trends in value cedded,
aperating capital  emploved and value odded
managerial manpower cost ratios.  Compara-
tive trends could be parallel—either in the
upward or in the downward direction. This
situation will expect o series of probes as 1¢ the
various cause-effeet relationships. Again, trends
could have a tendency to cut across cach cther.

This, tn turn, will pose vet another series of

relevant questions about managerial preductivity
vis-g-vis net asscis productivity,  Hypothetical
trend behaviours of these two ratios are depicted
below in the two diagrams.

Management by Objectives
Output

and Managerial

A mujor weakness of the Iye  index lies in
its failure to shed light on the levels of perfor-
[ groups of

mance prodoctivity  of  various

Y

T Value Added/Managerial
Manpower Cost

R !

a

t /\

1

o /\\

value Added/Operating Capital
+ Employed

0
|
. S T Time-Scale ————»
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management and managerial activity, In any
organtsation there will be longinudinal and lari-
rudinal groups, besides individuals to reckon
with. Longitudinal groups will cemprise the
whole chain of hierarchy in cach functional
arez of management, c.g in preduction {rom
Production Director to General Foreman. in
narketing from Marketing Director to Salesman.
Latitudinal groups will comprise all managers
from various functional areas who are placed at
the same level in the hierarchy. An enterprise
would be withinits rightsto kncw what has been
the state of managerial preductivity in each of
its functional areas. Substequent training and
management development activities, ard other
steps would then be directed on a priority basis
towards functional areas that are okjcctively
and mecsurably poor in preductivity.  The same
argument and  analysis would apply to the
question of managerial productivity at each
management level, The matrix on page 387 for a
hypothetical engineering firm brings out clearly
the point made above

The reader must have noticed the emphasis
above on “objectivity’ arnd ‘measurability’. Value
added is. of course, a quantity that satisffies
these two tests, Consequently, as a measure of

Value Added/Manay erial
Manpower Cost

o

Value Added/Operating
Capital Emploved

Y
-

O ¢+———— Time-S8cale ———»
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Table - 1

kh.¥)

Cowposition of Managerial Personnel

Longitufi- Saies Produc- Finance Commer - Persom el Heseareh i Chief Tutal
ni and tien cial o ; recu-
Latitu- plarkat- Peveiop- | tve
dinal ing ment '
Top Manage- 1 1 1 1 H 3 i 1 v
ment d :
_ - —
Senior-Middle 2 2 2 2 2 i ’ L om
—
Junior-Middie 3 5 3 3 2 2 ‘ i
I
First-dine 12 15 6 5 3 2 ! |
|
Total 18 23 5 11 k) 5 1 l T
— L- i i

output of the emire managerial team this 15
all right. But there is obyviously no rational basis
tor allocating the value added pocl 1o the
various longitudinal and  latitedinal  groups
suggested above. Hence. for deeper analysis
of managerial productivity we have to seek such
measures of output as will reflect the perior-
mance of specific groups or individuals we wish
1o assess, [ shall attempt inthis section to develop
a workable system for such measurement on
the basis of Management by Objectives
approach.

Here is not the place to go into the various
dimensions of MBO. This author has dealt
with these at some length elsewheret, Quite
apart from some controversies centring around
MBO, it is almost universallv agreed that a
system like MBO (there is nothing sacrosancl
about this name so long as its basic philosophy
and approach are identifiable) leads to more
objective and fair evaluation of managerial

4. Chakraborty, SK ;*‘Management by Objectives :
Perspectives and  Problems’,  Productivity,
April—June, 1972,

performance®. MBO starts on the premise
that explicit, quantified, verifiable ard agreed
objectives are the key to better performances
for groups as well as individuals. The process
of MBO implementation is such that managers
are willing to accept the objectives set with,
by and for them as standards for assessing their
performance.

Appraisal under the MBO approach will
consider actual year-end performance. although
punctuated by quarterly or other intervening
guidance reviews between the superior and sub-
ordinate, against quantified arnd  verifiable
objectives. Thus, for a Works Manager (senior-
middley the following key quantitative objec-
tives may have been agreed upen with the Pro-
duction Director for a year

{1y Achieve 259, extra utilisation of plant
capucily by 31st December, 1972

5. For example see the British Institute of Manage-
ment Information Summary 136, 1969, on Per-
formunce Appraisals :  What Managers Think.
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(2; Reduce materiuls scrap by 1097
December, 1972,

Reduce power consumption by 2°
3ist December, 1972,

Arrange and get 4 foreman trained in a
Z.week supervisory training progran-
me by 31st December, 1972,

by 31st

.
U

(3}

by
3

Sinuilarlv. for a Branch Sales Manager the fol-
lowing performance objectives may be sct
through consensus :

1. Iacrease total sales value by 159 by..

2. Reduce despatch time lag by 109 by..

...................... 1672,

Reduce the percentage of reminders from

customers against orders placed by

1007 B g v v ses 1972,

4. Get trained 5 field salesmen in XY
Institute course No..., at a cost of.. by

LS

At the end of 1972, questions asked about per-
formance on these objectives will be of the “how
much” variety. It may also be perceived that
relative weightages of these four objectives are
not the same. Thus, failure to achieve the first
objective of the Works Manager will surely
have more far-reaching repercussions than, say,
falling shost ol the fourth objective in the proxi-
mate future. Some system of weiglting these
objectives has, therefore, 1o be brought in.
This will be done each year for each role through
the same process of consensus as adopted in
sciting agreed objectives. These weightages
should not ounly take care of the conscqueniicl
impact of the objective, but the relarive difticulty
in achicving it as well. Let us suppose consi-
deration of these aspects leads to assignment
of weights 4, 2, 1 and 1 to the four key objec-
iives respectively.
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At this stage we have got to go back to
Table 1 and suggest a practicable approach
for specifying a quantitative bose for assessing
output from managerial personrel st each levet,
As a workable idea we start with the prcposi-
tion that salary ramuneraticn cerred ef cach
level in the organisaticn struciire is indicative
of the extent of outpur expectid of ccch porson
belonging to thar level - This appears ic be a
realistic hypothesis. The expected output level
from each organisational level should. there-
fore, be proportional to the average salary
level in that tier. Thus maximum expected
output level from managers at cach layer in the
hierarchy can be expressed in points that will
be proportional to average salary level for each
layer, Let us supposc average gross salary per
month for cach manager (the range being,
say, Rs. 7000 to Rs. 3C00), is Rs. 5.0C0 in the
top management group. Similarly, it is Rs. 3,.CC0,
Rs. 1,500 and Rs. 900 respectively for the senior,
junior, middle leve! and first line manugers in
the imaginary firm mentioned earlier.

TABLE 2
Managemeat Average Proportion Expected
Level Salary Quiput
Per Month Points
Per Person
Rs.,

Top 3,00 492, 49
Senier-middle 3,000 2005 29
Junior=middle 1,500 14", 14
First-line 900 8", 8
100 100

Thus, expected value of output for euch
member of the top management group will be
49 points, for a member of the rext group 29
points and so on. So long as the reletivity of
salary structure remains materially unaltered,
this system of points vulue of output can con-
tinue.
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Picking up the case of the Works Manager
from where we lelt it, we see oulput expecta-
tion from him is 29 points. Considering the
weights attached to the four objectives he is
working on. the points allecation among them
are 14.53, 7.3, 3.6 and 3.6 respectively. At the
end of 19721t 15 revealed that the Works Manager
has been able to achieve 60, of his first, 709,
of his second, Y0¥, of his third and 1C0%; of
his last objectives. This state of aflairs is re-
presented in the foliowing Table.

TABLE 3
oy (2) (3 (4
Oljective Expected  Actual Points
Output  Achicve- Value of
Points nmont of Cuitput
Objective Achieved
2x3)
1. 257, Extra Capacily
Utllisation 14.5 607, 8.7
2. 10°, Scrup reduction 7.3 700, 51
3. 27, Power-Cost Reduction 3.6 207, iz
4. Training for 4 Foremen 36b 1007, 3.6
29,0 20.6
One obvious index that suggests itseif im-
mediately is
_Points Value of Output Achieved @
MP T Expected Output Poinis =R
W6,
29.0

However, Iy in (2) above has an incestuous
character. It isaratio whichuses outpul points
both in the numecrator and the denominator.
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But the denominator should be some measure
of inpui. Going by equation (1} abeve, it
should be the actual annyal salary cost of the
Works Manager (although we are awu.re that
this is an imperfect measure of managerial
input). The usc of expected output points will
be confined only to the derivation of actual out-
put estimates. And. the points value of out-
put achieved after being converted to. say, a
thousand-point scale, is now expressed as a
ratio to the annual salary paid to the Works
Manager,
Tmp =———2L: 7 output points
Rs. 30,000 (say)
per Rs, 100°- of
salary paid ...(3)

A trend can be plotted over successive years
showing the behaviour of this ratio for each
manager in the organisation, As & measure of
individual managerial preductivity this index
has brought us a long way from the blanket
ratios discussed carlier. And the credibility of
the whole approach lies in the gquality of MRO
framework for objectives setting and review,

We have just finished offering a glimpse of
an MBO-centred approach to  individual
managerial productivity. But an cnterprise is
also anxious to know the producuvity of its
various functions and levels in groups. In
fact the MBO-approach is itself” as much team-
or group-centred as individual-oriented. So,
we shall go back to Table [ and attempt to
translate it into a total expected output points
matrix by entering relevant figures in cach box.
This is simple to do. In Table 2 we have al-
ready calcaulted the maximum expected oulput
points fromy a manager in cach of the four or-
ganisational tiers, We, therefore, multiply ihe
expected output points relevant to each fevel
by the number of personnel in each box pertain-
ing to that level. Thus, in the junior-middie
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Taklie
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Maximum Expected Outpat Points From Mapagers

by Functiong and Levels

TLongiti- | Sales |Produc-] Finance(Commer-Persomel|ResearchChief | Total
dinal and tion eial & Fxecu-] Expected
Lati- Market- Develop-|tive Output
tudinal ing ment Points
Top Level 49 49 49 49 19 19 49 343
Seenter= 58 58 58 5% B 20 1 - 319
Middle
Junlpr- 42 70 42 12 25 2 - 252
Middle o - -
First- s | 120 43 10 | 18 - 344
Line |
Total Expec-
ted Cutput P th w7 189 139 { 2z 0 49 1,258
Peints E J
B
management level there are 3 persons 1n the Achieved output points 160

sales and marketing function. So. the total
exocsted output points in this box arc 3 14.
or 42, Theresultant picture is shown in Table 4
above :

At the end of a vear, output points evalua-
tion would be completed for all managerizl
personnel, based on their respective attainments
of verifiable objectives which have been duly
weighted, for their relative importance and diffi-
culty. Total achiesed output points could thus
be derived against each row and columi in
Table 4 above. As done cariier, several serics
of prima fucie indices of productivity may now
be suggested

{2} By rows—lor each latitudinal group, i.e.

by levels

of
ductivity

Expected outpul points

By columns—ior
group. i.e. by functions

by cach  longitudinal
__Achieved output points
Expected output points

(c) Aggregate Managerial Productivity

~Total Achieved output points

I33% e % 108

However, as argued earlier, and for the sake
consistency with irdividual managerial pro-
measuremenis, sggregate salary re-

muneration (although refinements to allow for
value of various non-monetary perquisites could
be done) for each level or function, as the case
may be, should be substituted for the expected
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output points in the denominators of the above
ratios. The ratios can now be re-written as :

(a) By Levels

__Achieved output Points
Aggregaie Salary Renwuneration

(b) By Functions

Achieved Output Points
Aggregate Salary Remuneration

{c) Aggregate Managerial Productivity
Total Achieved QOutput Points

Total Managerial Salary Remune-
ration.

Achieved output points will in this set of
ratios need to be converted suitably to a larger
scale like a 1000-point one to yield meaningful
points to salary ratios. Such ratios could help
the organisation to see nmiore clearly which mana-
gerial levels or functions are showing unfavou-
rable productivity trends. Return on capital
employed and similar ratios lack this incisive
POWET.

An Alternative Basis For Computing Managerial
Produoctivity Ratios

A passing reference was made above to the
point that managerial salary remuneration too
8 not a perfect input base for calculating the
productivity ratios. The weakness stems from
the accounting convention of treating costs
incurred on human resources as annual expenses
charged off against annual income. While
computing return on capital employed for as-
sessing overall business performance, the base
of the ratio i$ *net operating assets’ employed
in business. The return is not calculated on
agzarezate operating costs. Unfortunately even
this ‘net operating assets’ base does not include
a measure of the much-vaunted valuable human
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assely of the enterprise.  All expenditure relat-
ing to retention and development of human
resources is absorbed as an annual expense.
As already stated, a good deal of theoretical
analysits and some empirical research have
alrcady accumulated, drawing attention to the
need tor having an asset-view of munpower
resources by jettisoning the expense-approach.
Otherwise, short-term goals of” higher return on
capital employed may be gained by liquidating
the valuable human base of the organisation
which could be the source for long-term effective-
ness.

The author knows of a large organisation
which in the recent past has eroded out a siza-
ble section of its most talented and dynamic
young executives, on the plea of economising
current overheads, and showing betler imme-
diate profits. Perhaps the capital market of
the country (as elsewhere) and its fiscal policy
also encourage this tendency because stock
exchange quotations attach more and imune-
diate faith to conventional prolii indices, and
tax laws always make conventional distinctions
between revenue and capital® However, in
the process of “*bad money driving good money
out of circulation” this company failed to
lift its vision to the day when it might revive
(if at all it does) and would then need to build
around best and first rate talents. Had the
accountants been able to offer to top manage-
ment of this company a glimpse of the value
of its human assets in terms of money, may be

6. Thus, in a recent decision the Allahabad High
Court ruled that the payvment of Rs. 7,200 by
the defendant to TELCO for training the for-
mer’s employces was a revenue cxpenditure.
Earlier it was disallowed as by the C.I.T.-——not
because it considered the expenditure as raising
the value of the human assets—but because
TELCO used it for construction of a training
campus which was a capital expenditure as per
convention, see Motor Sales Lucknow i.e. C.LT.,
U.P., in Taxation, April, 1972, p. 41.
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tha course of events would have been different.
Like it would think twice before discarding a
valuable modern piece of equipment, it might
have taken a simifar view of its human resour-
ces. The accountant’s practice of showing all
salary and other costs of personnel as annual
expenses—and its resultant impact on current
profits - was surely the main reason for the top
management to adopt the methods it did.  An
asset-view would have treated human resources
as any other physical asset.  They would have
appeared on the balance shect as an asset (even
though not for published accounts purposes as
ye). with annual charges to income being con-
fined only to something like deprcciation on
machinery and equipment, Profits would not
then have shown up as poorly as they did. And
top management may not have been scared
into harakiri.

However, even with the inclusion of the
human asset value in capital employed, the
standard return on capital employed index
does not yield a direct measure of managerial
productivity, Even if it is accepted as an in-
direct measure—because it represents producti-
vity of labour also—it remains an aggregate
or blanket index. For effective monitoring and
control of managerial productivity we need
information about performance by individuals,
levels and functions. It 1s in providing an
analytical basis for such productivity assessments
that the human asset concept will be useful.

What we propose thercfore follows. The
derivation of the achieved output peints will
be ¢n the same assumptions and procedures as
described in the previous section. The deno-
minators of the respective sets of ratios shall,
however, be in terms of a gquantified value of
the managerial manpower assel. Upon each
arca of action pointed out by the ‘actual output
points/managerial salary remuneration’, the
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modified ratio of ‘actual output .points manage-
rial asset value' will cast more, lurid light,
Thus, if we desire to gauge the degrec of utilisa-
tion of managerial resources, an asset measure
of such resources would be much more meaning-
ful than merely managerial remuncration. Again,
it the organisation desires to know the state of
productivity after, say, & moenth’s management
development programme, then an asset base
incorporating the value of the training cflort
would be a better denominator than just salary
which ignores the outlay on management deve-
lopment.  Similarly, the asset-base methed. as
explored below, will have a futuristic orientation
about the value of managerial manpower on
any date of comparison. To this extent, dir-
ections for future action will have a clearer focus
compared to the remunecraticn-base which looks
only to the salary of the immcdiatc past period.

Of the various alternatives suggested for
human asset valuation, the ‘prescnt value me-
thod scems to this author to be the most prac-
cable one, without losing the conceptual logic
of asset valuation from the viewpoint of futurer.
Following are the steps suggesied in this ap-
proach ;

(1) The future wage and salary pavments
for the next 5 years arc discounted back to the
present at the rate of return on owned assets
in the economy in mosl recent years.

(2) An ‘efficiency ratie” is calculated, ex-
pressing the firm’s rate of return as a ratio to
the average r.o.r. for the industry. In both
cases earnings performance over the past 5
years is considered.

(3) The sum derived in (1) is multiplied by
the ratio worked out in (2). This ghes the
value of the firm’s human resources.

7. See MH Gilbert, op. cit.
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In terms of our framework for assessing
managerial productivity, the following obser-
vations on the three steps indicated above are
relevant

{1) The earlier basic assumption that salaries
and wages represent indirectly the worth of
expected effert from employees is built into the
method suggested just now.

(2) A S-year period scems to be quite prag-
matic because most firms are now trving to work
against the background of at least a five-year
perspective. Five-year spans of the national
plans have induced this pattern of thinking.
Hence, estimates of salaries and wages payable
over a S-year period should be flairly easily
available.

(3) The reason for recommending the use
of r.o.r. onthe owned assets of the economy as
a whole as the discounting rate seems to be an
attempt fo assess the value of a firm’s human
assets against the broadcast perspective of
national economic performance. By implica-
tion, lower the r.or. earned in the cconomy,
higher will be the human assets value of a firm
at given salary/wage levels. In the absence of
a direct and accepred measure of nationalr.o.r.,
it appears correct to use the r.o.r, for the whole
private sector of Indian industry as the discount-
ing factor. This rate is more readily available
from the various Reserve Bank of India and other
similar studies now conducted regularly. While
a similar separate r.o.r. for the public sector will
be lower, it may be appropriate to use the pri-
vite sector r.o.r. for discounting public sector
salaries and wages also. This will lead to better
comparative judgments about public and pri-
vate sector managerial productivities,

{4) Calculation of the *efficiency ratio’ seems
to allow for comparative judgment of the firm’s
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performance in relation to the industry to which
il belongs. A ratio greater than 1 will evaluate
the firm’s human resources at a proportiona-
tely higher rate than that of the industry, con-
versely.

(5) Having known the firm's efficiency
ratio, and the r.o.r. for discounting, these two
data may now be used to find the asset value of
the firm's managerial personnel individually
and by levels and functional groups.

The working of the above approach for our
imaginary firm, in the engineering industry is
illustrated below. The average r.o.r, (gross
profits, i.e., before tax and interest, as a ratio
of total capital employed i.e. total net assets)
for the private sector, public limited, non-
financial companies over 5 years upto 1969-70
has been 9.2 per cent.® This will be the dis-
counting rate used in our calculations. Let
us assume that for a total managerial strength
of about 80 to 100, the actual salaries ete. to
be paid per annum for next 5 years, with cor-
responding  present values, are ;

TARBLE 5
Year Salarics to be paid Present value on
(Rs.llucs) 14.72 @ 9.Q°%, (say)
(Rs.}lukhs)

1972-73 18.00 0.92x18.00=16.96
1973-74 19.00 0.84x19.00=15.96
1974-75 21.00 0.77x21.00=16.17
1975-T6 22.00 0.71522.00=15.62
1976-77 25.00 0.65x24.00=15.60

80.31

It appears, therefore, that on a S-year future
estimate, the total valuation of managerial

R.  Reserve Bank of India Bulletin. April, 1972,
Table 1, Part B, p. 524.
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manpower is Rs, 80 lakhs. For the sake of sim-
plicity we may now assume that the average
annual value of managerial assets employed
during the next 6 years is Rs. 16 lakhs. As a
next step, from the same R.B.I. source it is
found that average r.o.r. per annum over the
past 5 years upto 1969-70 for the engincering
industry (using the same definition of gross assets
and capital employed has been 9 per cent.
Let us assume that the firm’s performance over
the same period has been 12 per cent per an-
num. Therefore, the ‘efficiency ratio’ for the
firm is 12/9 or 1.33. Let us suppose over the
next 5 years the firm wishes to reach an efficiency
ratio of approximately 1.45. So, multiplying
Rs. 6 lakhs by 1.45 we get the final evaluation
of aggregate managerial manpower as Rs, 23.2
lakhs,

The above estimate of asset value of mana-
gerial manpower will be used to show aggre-
gate managerial productivity for the enterprise
as a whole in the following form :

Achieved Total Qutput Points
MP ™ Asset Value of Managerial Personnel™

(D

The preceding exercise can be repeated in
exactly the same way as above for computing
subsidiary indices for various levels and func-
tions in the management team. The asset
value for each such group will be based on its
respective estimated salary remuneration amount
over the next 5-year period. The same discount-
ing rate and efficiency ratio will be used as for
aggregate valuation. Finally, achieved output
points for each group shall be expressed as a
ratio to the asset value derived above. And,
of course, this process may be replicated for
individual managerial productivity’ measure-
ments as well.

Merits of the Alternative Process

There are a few conceptual and practical
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strong points about the asset basis described in
the preceding section. Firstly, there is a built-
in systems-approach in this methodology. At
least two supra-systems are linked up with the
organisational system. In the first phase the
enterprise-system is coupled with the particular
industrial supra-system to which the enterprise
belongs. This is achieved by using the ‘efficien-
cy-ratio’ mentioned above. In the second
phase, the enterprise system is linked with the
entire private sector of the economy to which
the firm and the industry belong. The discount-
ing rate used to convert the salaries to an asset
basis creates this linkage. The perspective a
firm is able to obtain about the value of its
managerial resources in an overall scarcity-
situation through such couplings is simply
indispensable, Thus, if the ‘efficiency ratio’
for the firm is less than I, then there is a propor-
tionate reduction in the discounted asset value
of managerial salaries. The implication is that
the asset value of a firm’s managerial resources
is determined not solely by the level of remune-
ration enjoyed by theny, but additionally by its
comparative performance vis-a-vis industry
average,  Secondly, managerial productivity
measured against an asset base is likely to lead
to better management of human resources.
When Iye measured 1n equation (2) above is
plotted over the years and it shows a, declining
trend two basic questions need to be asked:
(a) Is performance against verifiable objectives
sliding down—in aggregate, by groups, by In-
dividuals ? ; and (b) Is the firm over-manning
its managerial ranks in numbers and in salary
levels 2 If the answer to (a) is ‘ves’. then of
course, via the ‘efficiency ratio”, this is likely to
have a sagging effect on the asset value base
itself. But over-manning in ways mentioned
above may more than offse: this diminution in
the asset value base. Also. declining rate of
achieved output poeints may lead to incisive
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questions about managerial training and deve-
lopment, besides those about other directly
work-related problems. As to over-manning,
questions may be raised regarding corporate
plans postulating certain growth rates (and
hence the need for more managerial MAanpower)
which did not materialise. Lastly, even if
there is a temporary situation of over-man-
ning, the asset viewpoint of such resources
against the total economic backgrou nd—instead
of considering these to be mere annual salary
expenses—is likely to awaken the firm to the
need for consersarion of human  resources.
When things begin looking up, the firm should
be able to commission these resources imume-
diately, undeterred by the scramble of the
market-place.

Managerial Productivity and Non-Quantifiable
Objectives

Discussions in previous pages have centred
around verifiable and quantified objectives.
However, each such objective for a managerial
position possesses some supporting qualitative
result areas as well. Thus, for a Production
Manager, increasing production by 5 per
cent over last year 15 a neat quantitative objec-
tive. This is apparent and verifiable. How-
ever, an important qualitative objective attend-
ing the production objective is the manager’s
success in sustaining a high level of positive
motivation among production personnel. An-
other such qualitative standard could be the
degree of refinement and flexibility achieved in
production scheduling, Such examples could
be multiptied. In other words, the quality of
various managerial processes like planning, or-
ganising, staffing, controlling etc. employed in
reaching explicit end-results is also an impor-
tant dimension of managerial performance.
These elements of the management process dis-
tinguish a managerial position from a non-
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managerial one. Koontz, therefore, obser-
VES: i vas the ideal system of appraisal would
be one that combines evaluation of performance
against verifiable objectives and evaluation of
performance as a manager.”® Since it falls on
the manager's superior to rate performance in
these dimensions, it is essential that frequent
formal reviews take place, covering all such
aspects. This is not to imply that the superior
should not be continuously sensitive to various
managerial processes. What is meant is that a
quarterly review should provide the pccasion
to take stock of the situation as a whole, rising
above the routine matters, and to provide suita-
ble signals for subsequent charting of action
strategy. From this standpoint too the MBO-
kind of system provides a systematic basis for
such quarterly {(or more frequent) TEVIEWS,

It may now be asked as to whether apprai-
sal along the dimensions suggested above is
any better than the commonly-adopted practice
of going by criteria like judgment, initiative,
integrity, cooperation, loyalty and so on. Only
a little reflection will produce an affirmative
answer. The doubt seems to be fed by the fact
that apparently the processes of planning. or-
ganising, etc., are as non-tangible as the charac-
teristics of judgment, integrity and the like.
However, there is substantive difference in the
two sets of intangible criteria. In the case of
criteria like initiative and cooperation there is a
very likely tendency for the appraiser to detach
himself from the totality of the work situation
and reach an assessment in vacuo. Even if this
hurdle is overcome, the process of introspec-
tive examination lacks a firm base in one or
more of the managerial processes. But, apprais-
ing by the criteria of staffing, controlling, etc,,
immediately opens up a systematic series of

9. Koontz, H : Appraisal of Manugers as Managetrs,
Mce-Graw Hill, New York, 1971, p. 102,
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work-centred guestions which are much mare
visible and  perceptible than the personality
characteristics referred 1o. Instead of asking
direct, vet slippery. questions about a manager’s
ability for judgment, this is being tested by as-
sessing his performance in various areas of plan-
ning, coordination. and stafing that need judg-
ment.  Similarly, regarding initiative, one need
not make a frontal attack on this  attribute.
Instead. it 1s weighed by probing relevant
aspects of the managerial processes  that have
revealed vutiative or lack of it

Arch Patton also uses  qualitative objective
in his examples of a comprehensive set of objec-
tives for various management positions.'® Thus.
for & Manutacturing Director, besides suggest-
ing the usual and obvious quantitative objec-
tives, instances of qualitative obijectives include:
{1) speeding up of action on suggestions from
shop floor: (il) improving produciion planning
on assembly floor. and the like. Two obser-
vations may be made with regard 1o these exan-
ples.  Firstly, these do not belong to the cate-
gory of questions Koontz has suggested for
Appraising managers as managers, Secondly,
and flowing from the first, these gualitative
objectives too are amenable to more specific
quantification.  For example, regarding the
suggestion scheme the objective could be re-
phrased to read “give a trial run to at least 2 per
cenl or 2, whichever is more, suggestions during
each quarter.” When Kooniz uses qualitative
objectives in his examples. he does so in the
sense I have just described 11 However, both
Patton and Koontz appear 1o include objectives
in the qualitative group on the criterion of these
not affecting immediate costs, revenues, profits

10. Patton, A : 'How to Appraise Exccutive Per-
lormance" —Harvard Business Review, Reprint
Series, Part I, on Executive Development, pp.
93-100.

Il Koontz, op. cit., pp. 55-6.
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¢tc. Thus, even our re-phrasing of the sugges-
tion objective may not make it a quantitative
one in the sense of current impact on company
performance.  Nevertheless. its verifichilirv has
registered marked improvement. While alt such
qualitative objectives can be bettered in terms of
their veriliability. this is not quite so for the
altogether different set of questions for apprais-
ing managers as managers suggested by Koontz.,
As we shall sce presently, greater verifiability of
qualitative objectives as well will help our sche-
me for assessing managerial productivity sug-
gested earlier,

There can alsu be qualitative objectives in a
somewhat mare literal sensce of the term. Thus.
& Production Manager may have during a period
exeelled his production quantity objective; but
Ieports coiming in a little later show that absen-
tecisin in the shop-floor has increased. so has
labour turnovert2 Still somewhat later custo-
mers” complaints about products start streaming
in. These latter examples also belong to the
calegory ol gualitative objectives,  But they too
are easily expressible in quantitative forns,

Readers may have started wondering by now
if the issue of service or staff functions is being
side-tracked.  Ewven though the emergence of
post-industrial service society—as foreseen by
many recent Western writers on the subject’®
is as yet beyond the pale of recognition in our
country, it is undoubtediv trye that the so-called
staff functions of personnel. engineering ser-
vices, research and development, ete.. are and
will be assuming increasing importance in the

12, This aspect has been touched upon in an earlier
article by this author also - *Appraisal of Manage-
ment : Environnient znd Imperatives’, The tndian
Journal of Public Administration, April-June,
1971, pp. 177-8.

13. For an example see Gross, BM : ‘Planning in
an Era of Social Revolution®, Public Adminis-
tration Review, May/June, 1971.



SK CHAKRABORTY

current process of industrial development. € redit
goes to overall management systems like MEO
for exploding the pampered path about the
non-amenability of staff function objectives 1o
precise delineation. Nothing strikingly original
is claimed for such systems in this regard. Their
success lies in inducing such u thought process
in these non-tangible managerial functions as
to make it possible to generate measurable and
verifiable standards of pertormance!t Once
initial hesitation and irepidity are overcoms,
quantification in some areas of these functions
will come as naturalty as for more obviously
quantifiable functions like nmarketing, and pro-
duction.

Finally, while we have so far been dwelling
on the quantification of performance goals in
various functional areas within an organisa-
tion, an important point should be made in the
wider context of a range of production technolo-
gies adopted by various firms. In her ploneer-
ing work on technological determinism of or-
ganisational structure, Joan Woodward has
produced empirical evidence aboul distinctive
features of structure, coordination. control, moti-
vation etc. in three hasic type of industries—unit
production, mass production and process pro-
duction. At one point in her analysis of process
technology she remarks that measurement of
managerial performance becomes ecasicr with
advance in technology. Process production
represented the most refined state of technelogy
amongst the three types analysed.’» I we
accept this thesis, then the implication of our
proposed method of productivity measure-
ment is that it should start by carefully defining

14. Severa! such illustrations are provided by Mec-
Conkey, DD., : “Writing Measurable Objectives
for Staff Managers’, Advanced Managenient
Journal, January, 1972,

15. Woodward, J | Management and Technology,
HMSO, 1938, pp. 4-40.
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the basic production technology of the firm.
This factor may have ab-initio ap overall in-
fluznce on the degree of quantification possible
for various objectives. The very scale of quanti-
fication should perhaps be modulated to ac-
commodate the technology characteristic. And
this should provide valuable background know-
ledge in the interpretation and weightage of
achieved objectives.

Summary and Conclusions

So far the following main points have been
developed :

(1) As a measure of the value of managerial
input it should be possible, without undue
difficulty, to arrive at an ‘asset’ figure for this
resource—both in aggregate and in suitable
groups, as well as by individuals. A rolling
5-year evaluation of such an asset figure should
be most appropriate.

(2) As a measure of the value of managerial
output, ‘achieved output points’, on the basis
of expected output points related to salary
remuneration earned, can be computed in suit-
able detail.

(3) An MBO-approach would be essential
for assessing output value in the manner stated
in step 2.

(4) While obviously-quantifiable objectives
can be readily figured out and weighted through
mutual consensus, the MBO style should help
this to be achieved for qualitative objectives,
and for staff activities as well,

(5) Although Koontz has suggested 4 sepa-
rate rating system for managerial performance
in the areas of planning, organising, controland
so on, as a pragmatic initial effort, this part of
assessment of managerial productivity may be
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While obviously-quantifiable
objectives can be readily figured
out and weighted through mutual
consensus, the MBO style should
help this to be achieved for
qualitative objectives and for staff

activities as well.

left out. Once better familiarity with the frame-
work upto step 4 is developed, the next part
can be tackled with greater assurance. In a
sense it may be argued that good productivity
as measured through quantified and verifiable
objectives should, over a period, imply that
these elements of the managerial process arc also
being taken care of.

One's mind must by now be bristling with
several doubts about the feasibility and utility
of the approach outlined above. I would try
to anticipate some and respond to them.

Firstly, it could be argued whether salary
remuneration should reflect expected output.
To doubt this hypothesis would mean question-
ing the principal basis for the relativity of re-
muneration differentials.  Howsoever imper-
fectly might salary levels be fixed in different
firms at various points in time, I feel the implicit
euiding factor remains an  assessment of the
varying levels of output contribution expected
of the incumbents. This is not denying that
other factors like age, qualifications do have an
influence. But then these factors too, I suppose,
determine oulput expectations.
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Secondly, doubts may be raised about the
validity of weightages given to a set of objec-
tives during a period. To start with, there ought
to be no misgivings about the weights so long
as the same basic process of mutual goal-set-
ting between the subordinate and the superior
is adopted. If agreed-upon quantiatative targets
can be set, why not the relative weights? But
surely the main problent is that of inter-depart-
mental distrust and suspicion cbout playing up
respective departmental managers by subjec-
tively attaching more weight to allegedly easier
and less significant objectives. And insofar as
this is so, it 1s not an indictment of the method
outlined above. It is expected that the very
process of going about the MBO process ac-
companied, if necessary, by an organisational
development (OD) effort, will gradually create
a more authentic and open climate within the
firm. AS a precautionary measure, thercfore,
it is advisable to adopt the productivity measure-
ment approach presented here only after the
MBO system has been working well and mana-
gers have built up faith in it. Lastly, if during
a period there is a sudden serious bottleneck or
difficulty arising in the way of fulfilling one
or more objectives, then it is not necessary to
disturb the existing weighting systenl based on
normal immediate past experience. Additional
allowance for such abnormal conditions may
be made after computing achieved output points
on the basis of weights earlier agreed upon,

Thirdly, another serious question may be:
how are these laboriously derived measurements
going to be used? There may be at least three
basically different purposes which such measure-
ments could serve: (a) performance improve-
ment, (b) assessment of potential and (c) salary
and promotion. Research and theoretical evi-
dence highlights the necessity of preventing an
overalp of purposes in a single measurement and
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appraisal system. For our purposes, the pri-
mary emphasis is on improvement of perfor-
mance and thereby stepping up managerial
productivity. We should, therefore, during the
first 3 to 5 years of implementation of such a
system, scrupulously avoid mixing up salary/
promotion and potential assessment decisions
with those about increasing the effcctiveness in
the managers’ respective present jobs at the
same point in time. Some firms separate the
fulfilment of these purposes through the same
measurement reports by sufficient time lags to
avoid ‘halo-effecis’.'0  Yet others link up these
purposes simultaneously only after a lapse of
sufficient time for the organisational system to
get itself thoroughly imbued with and sensitive
to the nuances of the measurement process.

Finally, 1 cannot help referring to a recent
incident when, towards the end of a session on
MBRBO for top-level managers of 2 C alcutta-based
organisation, 1 was asked: “What are the in-

16. Sec ‘Marketing Limited Case’, reported by Mer-
rett, AJ and White, MRM, i Incentive Pay-
ment System for Managers, Gowcer Press, London,
1968, p. 201, It is interesting to observe in this
case that when appraisals for performance -
provement arc linked later to salary reviews, a
numerical conversion process is done. This
author has in fact laid out above a structured
approoch to such numerical rating.
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It is expected that the very
process of going about the MBO
process, accompanied, if
necessary, by an organisational
development effort, will gradually
create a more authentic and open

climate within the firm.

centives to be offered for managers to accept
and work under an MBO-system 7" 1 thought
it was a rank bad question to come from a top-
level manager. Why should a manager, like
a shop-floor employee, expect monetary in-
centives for managing his work in a more struc-
tured way than before ? In fact, he should ap-
preciate the intrinsic immediate benefits of work-
ing more openly and systematically. At a
somewhat later stage, of course, the relatively
more objective productivity measurements will
have provided a sound basis for correlating in-
centives to performance. But measurement
remains the pre-condition. O

The modern business leader must be better educated, in the broadest sense
of the word, than his predecessor, and that a continuing awareness of the arts is
as essential to wise business leadership as it is to any other kind of leadership.

spiritual, intellectual or social.

—@G A Spater: ‘A New Mission for Business’



Research on Five Styles of
Managerial Decision-Making

Frank A Heller*

What follows is a short description of a major research project on managerial decision-making,

leadership. and a variety of situational variables.
now taking place in six other countries using the b:

$ is ingvitable with all short summuaries of
complex research projects, the present re-
port will be guilty of some over-simplification,
imprecision, and exaggeration. (1) This first
research was carried out in the United States,
A sim’lar project has recently been finished in
Britain, with a closely matched sample of com-
panies. (2) The British research deepened the
enquiry by extending the measurements of situa-
tional and environmental conditions that are
assumed to affect leadership behaviour, but ali
the measurements reported here were included
and will later enable us to make some com-
parison between the matched American and
British Companies.

*This is a slightly revised version of the introductory
chupter in FA Heller, Managerial Decision-Makiny ;
A Study of Le.dership Styles and Power Sharing,
London, Tavistock Publications, 1971, published 1n
Spring 1972 Issue of International Studies of Manage~
mentt & Organisation. The author, presently at the
Tavistock Institute of Human Relutions (Londen), is
grateful to the University of California at Berkeley for
three research grants n 1967-1968. Reprinted with
permission of the Author and the Editor "Intern :tig-
nal Studies of Management & Organisation, London.

It is the first of a number of studies which are

asic design described here. The research tests

A Third extension of this project started in
January 1971, and will be carried out in five
Continental European countries until 1974,
{3) The Continental European research neces-
sitates  further refinements and additions to
the project, but will nevertheless give us a seven-
country sample on managerial decision-making
and leadership.

As will be seen from the description which
follows, the research method produces informa-
tion which goes beyond that noramlly obtainable
from questionnaire or interview studies, and
consequently breaks new ground in the field of
multinational managerial comparisons.

The Problems

The subject of leadership has for a long
time occupied a central role in the study of
organisation and administration, It all started
innocently enough with psychological and socio-
logical studies of the nature of leadership in
very general terms.  When simple explanations,
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in terms, for instance, of inborn personality
traits, failed to account for the phenomenon,
the subject became progressively more complex.
One can discern three major trends in leader-
ship studies. In the first place, leadership was
analysed in terms of the person only, his be-
haviour, ability, dynamism, perceptions, and
attitudes. Later, social scientists looked at the
pattern of a leader’s interaction with others;
how subordinates perceive their bosses and
vice versa, how members of a group organise
themselves officially and spontaneously, and
how all this affects organizational efficiency.

The third and most recent trend arose from
the limited success achieved by the previous
perspectives that sought to confine leadership
analysis to simple socio-psychological measure-
ments. The third step requires an analysis and
measurement of those environmental factors
that are thought to influence leader behaviour.
Some parts of the envirenment are very close to
a leader; for instance, the people who literally
surround him. One way of measuring this
influence is called the span of control, that is to
say, the number of direct subordinates. Another
aspect of environment is the amount and kind
of skill a leader finds among the people who re-
port to him. Job function is a third environ-
mental factor; accounting, for instance, pro-
vides a different work setting from marketing
or personnel, and these differences may have
important effects on leadership and decision-
making.

A little further removed from a leader are
the uncertainties and pressures resulting from
changes in the technology of work; the econo-
mic climate; trade union custom and practice;
social, cultural, and political circumstances;
and a host of others.

A variety of Environmental bfiuencds Acnng 224 Leader

Potitical and econemi¢ circumsiances

Job siructure

\ fl
; ﬁ simational
|

variahies

nfluence

AN

/

Work technology

7

Cuitural
faciora

Fig 1

The multiplicity of environments that can
exert influence on the leadership process are
iliustrated in Figure 1. Only some of the varia-
ables are labeled. Every business has to examine
its own situation and decide what constitutes
the critical aspects of its own environment.
Cultural variables, for instance, will be of parti-
cular importance to a mwultinational business;
politica: pressures may be of paramount im-
portance in underdeveloped countries.

It is obvious that research becomes more
difficutt and costly as we move from the simple
person-centred approach to a study of pat-
terns of interaction and finally the inclusion of
the environment. A major difficulty is to find
suitable ways of measuring all the variables
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one wishes to consider; it is easier to do this
work in depth in one company than to study a
more representative sample.  Those who insist
on large samples are often forced to use the
weakest of all research methods, namely the
impersonally distributed questionnaire.

The Research: Variables, Sample, Method

The preseat research has fairly successfully
overcome most of the limitations that have just
been described. The project concentrated on
the process of decision-making between pairs
of senior managers who stand in boss-subordi-
nate relation to each other, but it was possible
to include guite a number of the more imme-
diate environmental variables, Fifieen large
and successful American businesses and a
total ef 260 senior business executives partici-
pated in the study.

The rescarch method is called GFA (Greup
Feedback Analysis), and consists of three steps,
Qne begins by gathering a group of managers
of the same level of seniority (in our case Vice-
Presidents or equivalent grades) around a large
table. A series of shorl questionnaires are ex-
plained and filled in. During the second stage,
the research worker calculates the results of this
inquiry by producing simple averages and a
measure of the spread of individual answers
around the average. The third and most in-
teresting step is the fecedback session. The
group receives a summary of its own results
and s asked to discuss them. Particular at-
tention is paid to the interpretation the managers
themselves give to their average answers in
terms of the specific business circumstances to
which they refer. The researcher gradually
leads the group to discuss certain questions
which enlarge the scope of the questionnaire
material, This session is tape-recorded and
later analysed, The method 1s powerful be-
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cause it produces two kinds of information. In
the first place, there are the answers from care-
fully prepared questionnaires which can be
submitted to a sophisticated statistical analysis,
The relationship between the statistical material
and the feedback data is particularly close since
the group discussions are based on the statistical
material and help to extend it. The same pro-
cedure is repeated with a group of immediale
subordinates.

The Main Research Questions

The research obtained answers to four

groups of guestions.

(1) What leadership mectheds do senior
managers use in making varicus kinds of diffe-
rent business decisions. Do leaders use the
same method irrespective of the nature of the
decision or do they vary their ‘style’ on some
predictable basis ?

(2) What errors do boss and subordinate
make in describing the leadership metheds that
operate between them? I o boss says he uses
“prier consultation™ on a certain problem be-
fore making a decision, does the subordinate
agree, or does he see his boss as using a diffe-
rent style of leadership? In other words, how
do pairs of managers perceive the amount of
influence they have one ach other?

{3) How do boss and subordinate judge the
skill requirements of their respective jobs and
how do these skill judgments affect the senior
manager's leadership method? For instance,
do senior managers have a high or low estimate
of their subordinate’s managerial skill? In
cases where they think highly of their subordi-
nates, do they also give them more influence?

(4) What relation is there belween different
kinds of (a) jobs, and {b) environmental condi-
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tions, and the previous three groups ol ques-
tions? For instance, do managers with ex-
tensive experience use one leadership method,
and those with less experience another? Do
managers with a large span of control use deci-
sion methods that save time? Do accountants,
sales managers, and engineers differ in their
styles of leadership ?

Let us take the last question; accountants
deal with facts and figures, salesman with people.
Should onec expect both groups of managers to
behave alike? Is participation in decision-
making as meaningful for one group of specia-
lists as for another? Quite apart from persona-
lity differences, is the nature of the job an im-
portant influence in choosing a style of deci-
sion-making ?

The Influence-Power Continuum

Tn order to deal with these questions it was
necessary to evolve, standardise, and check a
number of measuring instruments and in parti-
cular a scale for assessing the styles of leader-
ship. The most widely used scales in current
use assume a basic and simple split belween
democratic and authoritarian methods of leader-
ship, and they use ill-defined positions in bet-
ween the extremes. The scale used in this
research is called IPC (Influence-Power Con-
tinuum) and uses five defined alternatives which
are described below, Unlike most scales in
current use, the IPC does not suggest that any
of the five alternative styles is better or worse
than any other. The instructions on the use
of the scale clearly assume that each style has
its raison d’etre and could legitimately apply to
some situations. As the name implies, the
scale measures varying amounts of sharing in-
fluence or power between two people. The
five points on the influence-power continuum
are as follows:
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Styles of decision-making as seen by (a) The Senior
level (b) Immediate Subordinate. Average of 12 Specific
Business Decisions.

Style 1. The leader makes his own decision

alone.
Style 2. Having made his decision alone, the
leader adopts a formal method of
communicating the resylts.
Style 3. Prior consultation is used, but the deci-
sion rests entirely with the leader.
The decision emerges as the result of
joint boss-subordinate discussion in
which both take an approximately
equal share in the final determination.
The leader delegates a decision to his
subordinate,

Style 4.

Style 5.

The Main Research Findings

The following statements constitute a sunv-
mary of the main findings ; the statistical details
and the extent to which they are supported by
previous research are discussed in Heller, 1971
{Chapter 4.)

(1) Senior managers in this sample use
style 3, prior consultation, much frequently
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than any of the tour alternatives (37 per cent of
the time) (see Figure 2). Delegation is the
least frequently used style (7 per cent).

Styles 1 and 2 {where managers make im-
portant decisions on their own) together ac-
count for 36 pur wont of the decisions.

Conclusions from this finding will depend
on how we define power sharing. If we regard
only Styles 4 and 5 as giving subordinates real
influence, then power is shared in 27 per cent
of the decisions taken. If we include prior con-
sultation (Style 3}, then power is shared in 64
per cent of the decisions taken. In practice, it
is likely thal up to half the decisions taken when
a leader uses Style 3 wiil reflect a subordinate’s
tnfluence. On this assumption, a remarkable
measutre of power is shared between senior mana-
sers and their immediate subordinates in nearly
30 per cent of all important decision that are
taken.

(2) The above results are obtained by look-
ing at the average of all the important decisions
taken. However, the decisions can be broken
down by two alternative classifications.

First, one can look at the difference between
decisions a leader makes about his immediate
subordinate only, compared with decisions he
makes about lower levels of staff in his depart-
ment., The findings show that leaders give
their subordinates considerable infinence relat-
ing to decisions about lower levels of staff
This means that subordinates have a wide mea-
sure of discretion on how to handle their own
staff. By contrast, leaders nse more centralized
decision styles on subjects that affect only their
immediate subordinates.

The second breakdown of decisions relates
1o their importance. Some decisions are parti-
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cularly important to the company, others are
particularly important to subordinates, It seems
that managers vary their style very markedly
in relation to this division of importance.
Where a decision is important to the company,
Styles 1 and 2 predominate and little influence
is shared. However, where a decision is impor-
tant for a subordinate, Styles 3, 4. and 5 pre-
dominate. giving him a wide measure of in-
fluence.

There can be litde doubt, therefore, that
managers do nol use one preferred personal
style of decision irrespective of the nature of
the situation. This IS an important concly-
ston and stands in opposition to most of the
management literature en this subject.

(3) Boss and subordinate sce the process
differently. Although both are asked to des-
cribe how influence is shared in the same specific
decistons, subordinates consistently over-estimate
the amount of power they hold (Figure 2).
For instance, when the senior manager reports
that he uses prior consultation (Style 3) in a
particular case, his subordinate may report
that his boss gave him an equal share in the
decision (Style 4) or he may even believe that
the matter was delegated to him altogether
(Style 5). These are not sunple errors and
other research workers have found similar evi-
dence. 1t scems that the persistent overesti-
mation of influence may have an important
psychological function. It could be the con-
sequence of a very strongly felt need for more
self-determinationr and may therefore act as a
compensation for being given less influence than
the subordinate felt he could handle, This
interpretation is in line with a considerable bedy
of modern literature on the importance of self-
determination as a bhasic need for managers at
this level.
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(4) There are several other important diffe-
rences in the judgmenis of the two levels of
management. Senior managers and their im-
mediate subordinates do not agree on the amount

of skill necessary at their respective lcvels of

work. As expected. the senior manager thinks
his level requires more of ncarly every skill.
The only exception is the need for technica!
skill. which he believes is more important for
his subordinate. [n contrast with this is the
subordinate’s judgment that, in seven out of
twelve specific skills and qualities, more is re-
gquired at his own level. Both levels cannot
be right. Their different perceptions are very
likely to influence the way they carry out thewr
work, and the way they interact with each other.
This is horne out in point 6 below.

(5) A simular gap is found when both levels
of management are asked 1o estimate the time
1t would take the subordinate to acquire the
skills necessary to take over the boss's job {on
the latter’s promotion, for instance). The senior
level thinks that. on average, it would take the
subordinate twelve months. The subordinate
himself estimates five menths: and the differcnce
is extremely significant and supports the con-
<lusion reached in point 4 above, That is to
say, subordinate managers believe that they have
a great deal more to give than their seniors give
them credit for. Combining findings under
points 3,4 and 5, it seems that the subordinates
are motivated to take on more responsibility
and believe themselves to be capable of exercis-
ing it. We do not haveindependent evidence
to decide whether the subordinate’s optimism
is more or less reliable than the senior mana-
ger’s judgment. Because ol the difficulty of
measuring complex skills used at higher levels of
administration, almost the only way to resolve
this difference of judgment would be to give
subordinates what they seem to want -let us
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say for an experimental period- and then sec
how well they measure up to their new tasks.
Such an experiment goes far bevond the frame-
work of the present research,

{6) There 1s a relation betwecn perceptual
gaps and the amount of influence shared tet-
ween the senior manager and his subordinate.
When the senior manager sees a big skill diffe-
rence between himself and his subordinate, he
uses centralized decision styles (i.e. Styvles 1 and
2). When he sees little skill difference, he is
more willing 1o share power with his subordi-
nate (Styles 3 & 4). Of course. this makes
very good practical sense:; there is little point
in sharing influence with a subkordinate who 1is
not thought to possess the nccessary skills.
Under such conditions, shared decision-meking
might be dishonest, since the scnior manager
would presumably not take any notice of the
advice he reccived from a subordinate whose
skill he did not value.

Two important guestions remain 1o be ans-
wered in future rescarch: (@) 1s the sentor man
usually correct in his judgment ef skill 2(b) il the
senior man underestimates hiv subordinate’s
capacity, could this be the result of his using
centralized decision-making”? Ordces his judg-
ment on the available skill determine his style?
The point about this distinction is that a boss
who always uses Styles 1 and 2 may never find
out how good his suboidirates really are.

(7) Closcly related to point 6 1s the finding
that the more experienced a <enior manager is,
the more likely it 1s that he will give his syb-
ordinate a moderate amount of inflience in
decision-making. Furthermore. where senier
managers have experienced subtordinzies (mea-
sured by age andleng h of tine inthe company),
they are noticeably more inclined (o use dele-
gation and to avoid centralised decision styles.
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This finding too makes good practical sense,
although it could mean that the pattern of parti-
cipation is excessively influenced by experience
and age rather than by other indices of skill.
Tt is possible that young, highly trained people
are not brought into the decision process as
much as older people, although they could make
very important contributions. This may be a
serious loss to a company and could discourage
the younger managers,

(8) If a manager has a large number of im-
mediate subordinates, that is to say, a large
span of control, he will use time-saving styles
of decision-making. The styles that take up
least time are Styles 1 and 5, and these are pre-
cisely the ones he will tend to use most fre-
quently (see table below). This finding adds
further weight to the contenlion that managers
choose decision styles that match the needs of
the situation (see point 2 above). This flexibi-
lity in the choice of styles has important con-
sequences for training future gencrations of
managers,

Correlations Between Span of Control and the Use of
Five Decision Procedures

(N=182)
Decision Span of Control
Procedures
Stvle All Deci- Three decision composites
sions
SPEC EMP DEPT SUB
o 0.332 38 23 17
2 —0.09 —.09 —.15 .02
3 ~—0.20 —.23t —.07 —.08
4 —0.10 —.02 —.07 —17
5 022 .20 13 15
Note + significance levels.
1=p<05 2=p<01

SPEC refers to twelve decisions in relation to which
managers describe their behaviour, The other abbre-
viations arc composites of SPEC,
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SUB are those decisions within SPEC which refer
only to boss-subordinate decisions, hence SUB.

EMP are thesc decisions within SPEC which refer
to the decisions relating to employees working under
the subordinate and are two levels removed from the
boss.

DEPT arc decisions within SPEC that relate to the
whole of the boss's department rather than to the
interests of particular people.

(9) Managers who have no particular spe-
cialised functional responsibility and managers
who specialise in the personnel function use
power-sharing much more extensively than do
managers in Finance and Production (Figure 3).

Sales and purchasing managers occupy an
in-between position. This finding further sup-
ports the view that decision styles are influenc-
ed by “the law of the situation” and by the
nature of the task,

(10) When managers discuss the reason for
using “‘participation” and are asked to decide
which reasons are most impor:ant, the follow-
ing order of priority emerges : {a) to improve
the technical quality of decisions; (b) to increase
satisfaction; (¢) to improve communications;
(d) to train subordinates; (e} to facilitate change.

The fact that managers believe that the most
important reason for participaiion is its effect
on the quality of decisions gives support to the
major theoretical assumption of this research,
We believe that organisations can make better
use of the reservoir of existing skills by adopting
decision procedures which enable subordinates
to influence their superiors where it is appro-
priate. The phrase “where it is appropriate”
suggests that there are situations where influence-
sharing is not appropriate and would not lead
to a better utilisation of existing skills. This
last assumption is supported by findings under
7 and 8 above.
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An important distinction can be made
between better use of skills that are already
available and, ontheother hand, training people
to become more skilled. The former alterna-
tive is cheaper and produces results more quick-
ly, It is interesting that when managers judge
the walue of “‘participation,” they give only
fourth place to training but first place to using
existing resources.

Discussion

The fairly categorical statements of findings
in this short article must be seen in relation to

the more precise and carefully elaborated evi-
dence in Heller, 197t. However, the main
arguments are simple and practical even if
they require further support from subsequent
research.

In the rapidly growing study of organiza-
tiona! behaviour, there is a substantial body
of literature on leadership and participation.
The impact of this work is of considerable valuc
bothto the theory and to the practice of manage-
ment. The present research claims to make a
contribution to both.
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Theory is essential for the adequate formula-
tion of research problems, and this in turn
decides the nature of the findings. Participa-
tion provides 1 good example of how this works.
If one thinks of participation only in terms of
beliviaar that take splace between two or more
people who are physically present in the same
room. then the definition of the term is likely
te underestimaie the Importance of Sryles |,
2, and 5 (sce, for instance, Likert, 1961, 1967).
These styles are best understood in terms of
non-group bshaviour. A moment’s reflection
will show that in any realistic organisational
setting, some solitary behaviour is necessary
and may even be desirable. In any case, the
exclusionof non-group behaviour from the study
of leadership seriously affects the theories that
wiil serve as the basis for research projects,
By shifting the focus of attention from parti-
cipationto the phenomenon of sharing influence,
one immediately opens up new areas of investi-
gation and the need for new tools of research
{such as the influence-power continuum). The
shift of focus may scem slight but the conse-
quences in terms of the conclusions one may
derive from the research will be considerable.
The term participation should be used sparingly,
and we believe that influence and power are
much more precise concepts than participation.

The interaction between theory and practice
become even more obvious if one uses ecmotional
terms like “industrial democracy.” The very
term prejudges what s “‘good™ and what is
“bad”, and this leads, among other things,
to the inclusion of a hotch-potch of unrelated
practices under an approved label (Walker,
I1970). A theoretical lTamework covering value
terms hke “democracy™ must start off with
a4 very rigorous cxamination of the ingredients
around which the term is assembled (Emery &
Thorsrud. 1969: Walker, 1970).
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More important still is the effect of theoreti-
cal assumptions that link up concepts like parti-
cipation and psychological satisfaction. A
substantial part of the literature on leadership
and participation has looked for a connection
between participatory leadership practices and
the consequent satisfaction of subordinates and
or the improvements in their productivity. A
connection of this kind often exists although
the findings are by no means clear-cut. How-
ever such a theoretical framework permits or
even encourages pseudoparticipatory practices,
or manipulation, in order to improve morale
and output (March and Simon, 1958, 1954).
Why should this be so? The reason is that
participation is easily counterfeited. If the
counterfeit is not detected it may lead to higher
morale and therefore higher output. This
provides a great temptation to managers. How-
ever, if they use participation to increase the
technical quality of decisions, to improve com-
muniecation, or to train subordinates, then coun-
terfeiting will not be successful. This is be-
cause success in those cases does not depend on
producing a feeling of participation: success
depends on the activity of participation itself.

The theoretical framework used in the pre-
sent reseurch requires genuine participation or
influence-sharing. It is assumed that existing
skills will be used more if influence is shared.
To the extent that skills are present or perceived
to be present at subordinate levels, a leader's
willingness to use consuitation, joint decision-
making, and delegation would increase the
quality of the decisions reached. This theory
is more fully described elsewhere { Heller, 1969
{b) and 1971 (a), Chapter 2),

Conclusions

A major omussion from the research litera-
ture on leadership is the detailed consideration
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of sitgztional, structural, and environmental
circumstances which expluain variations in leader
style (Lowin. 1968). The present research pro-
duces evidence that legitimate and justified
variations in leader style do occur.

The advocacy ol participation s usually
supporied by evidence that people in general,
and managess ta particular. have strong auto-
nomy motives and pat selt-fulfilment needs high
on their lst of prioritics (Heller and Porter,
19584). Bul joint goal-sctling or consensus
decision-miking is only one way of achieving
these satisfactions. To give lower-level groups
a real measurc of autonomy, higher levels have
to delezate some of their inflluence: if 1his were
not so, lower levels would have self determina-
tion only over trivialities.

However, some organisational behaviour is
clearly more cffective il it 1s centralised. There
are many administrative situations that require
quick action: in other cuses personal communi-
cation is physically difficult or excessively time-
consuming. Another circumstance that may
influence leadership style is the extent to which
a job is prediclable or repetitive. In all these
cases, centralized decision taking 1s acceptable,
Furthermore, there is evidence from the feed-
back of result that subordinale managers expect
certain decisions to be centralized and prefer
it this wayv., They would not respect senior
managers who tried to involve them in situations
that did not require their influence.

What emerges [fom the research is a picture
of managers who are flexible and who vary
their style of leadership in responsc to predic-
table organmizational demands. Such a picture
departs noticeably from the simple notion em-
bedded in the concept of a one best managerial
style. (4) O course, this evidence is perfectly

comptible with the belief that in many circum-
stances more power-sharing than is aclually
practiced would be beneficial. The present
research was carried out with the assumption
that power-sharing usually leads to a better
use of skill and experience. But there is little
value in having pseudo-participation with people
whe have little or nothing useful to contribute
to a particular problem. At the same time it
must be recognized that an important factor in
the skill-utilization theory is something called
expectation. If a manager has trust and con-
fidence in people he will react differently from
a manager who is suspicious. The suspicious
manager probably believes that subordinates
lack tnitiative, responsibility, imagination. and
so on. There ts some evidence that such a
genzral distrust of other people can be quite
unrelated to their real ability; in such a case
the expeclation i a misjudgment. Managers
with such preconceived views are unlikely to
spot thereal talents of their subordinates and the
behavioural consequences of such misjudge-
ments are serious; the subordinates will be dis-
satisfied and the organization will lose the con-
tribution of their skill. [t is possible that mana-
gers who underrate the ability of their subordi-
nates would revise their judgment it they could
be induced to use more power-sharing leader-
ship styles, because in this way they would get
to know their subordinates better. This is one
of the arguments of the participation advocates
and, in relation to the attitudes of suspicious
managers, the approach may be justified. Un-
fortunately, the participation school of thought
has not stopped at this potnt and has trequently
overstated its case to the point of ignoring the
reality of situational and environmental varia-
bles. Inreviewing the history of these thoughts
it can be shown (Helter, 1971 (a), Chapter 2}
that recent writings by some of the most in-
fluential advocates of the participation school
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have moved further and further away from the
conclusions we have just stated.

It is. therefore. evident that the research
findings reported here should be of interest to
a number of people; first, to teachers of organi-
sational subjects: second, to consultants: and
third, to those planning theintroduction of or-
ganisational changes. Since the findings give
support to the idea that existing skills can be
more or less adequately used depending on the
style of leadership. the findings should also be
of interest to people who are responsible for
training young tlechnologists, scientists, and
engineers. For the same reason the conclu-
sions should be of some value to the users of
irained manpower in industry and comimerce.
that 1s to say, the personnel function and those
concerned with management development.

Notes

(1) Those who are interested in gettinga
better understanding of the relatively new me-
thod of research will find details in Heller. 1969
and 1971(a). The eleven hypotheses and details
of the results tested by multivariate statistical
methods are described in Heller, 1971(a).

{2) This project was supported by a grant
from the Social Science Research Council of
Great Brifain during 1969 and 1970, and pre-
liminary and partial results are available (Hel-
ler, 1970: 1971(b): 1971(c)).

(3) The major support for this multinational
study comes from three sources. First, a further
three-and-a-half vear grant from the SSRC:
second, an extensive research collaboration
between the Tavistock Institute of Human
Relations. where the author is responsible for
the conduct of the study, and the International
Institute of Management (ITM) based in West
Berlin. This collaboration covers Germany,
Sweden. and France; third, the Dutch Produc-
tivity Centre and the Dutch Economic Uni-
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versity at Rotterdam are responsible for an ex-
tensive series of projects in Holland. The
international research is directed and coordi-
nated by the author.

(4) The idea of a one-best style 1 widely
held. in both the rescarch and the popular lite-
rature {see, for instance. Blake and Moulton.
Managerial Grid. 1964). 1l
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Discriminating Power of Rating
and Questionnaire Forms

KP Bhattacharyya, 5 Chatterji & M Mukerjee*

Questionnaire and ratings both are oft-sought and efficient implements of personnel assess-
ment in any iadustrial concern. Often one or the other of them is employed for assessing different
aspects of personality in other types of ps¥chological investigations as well. Hence a natural query
suggests whether both the tools are equally efficient in revealing individoal variations or whether

one should be preferred to the other.
to this query empirically.

wo types of rating forms were devised—a
rating scale and a questionnaire. Five
characteristics were assessed through these two
forms and these were (1) accuracy in work
(2) speed of work (3} knowledge of job (4) care-
fulness and work organisation and (5) ability
to work without constant supervision.

The Study

In case of the rating form, each of these
traits was clearly defined and the raters were
requested to allot percentage murks for these
five characteristics, whereas in the questionnaire
form 46 statements were phased on these very
characteristics, each characteristic having several
statements with three possible answers regard-
ing the applicability of the stalement to the
workers under investigation—'Yes' (applicable),
‘No' (not applicable) and ‘Does not arise’. The
numbers of statements in different characteris-
tics are presented in Table-4.

*[ndian Statistical Institute, Catcutta,

The present investigation endeavours to find out an answer

Both the methods of assessment were em-
ployed simultaneously by several supervisors in
a large organisation in evaluating their subordi-
nates, Data were available for five categories
of workers namely (1) Computers (2) Machine
Operators (3) Punch Card Operators (4) Office
Clerks (5) Field Investigators.

The supervisors of the respective sections
were supplied with two forms and were asked
to give their responses on these without any
bias or prejudice. It should be mentioned here
that each category of workers was assessed by
different supervisors. Though there may be
difference in the standards of evaluation of the
supervisors but in the present study that factor
was not considered because assessment of all
the workers by the same supervisor was rather
impractical. Moreover, in many practical situa-
tions (for example in the essay type of exami-
nation where the marks given by different exa-
miners are considered to be comparable) such
difference in the standards’ of evalwation 1s
often being neglected.
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The number of workers and the supervisors
who were approached for this study are shown
in Table 1.

TaBLE 1

Numbers of workers and supervisors in different categorics
of workers

DISCRIMINATING POWER OF RATING & QUESTIONNAIRE

2

this purpose (a) Coeflicient of variation 2 (b)

coefficient of discrimination 3.

Results

Coclficient of Variation: Coefficient of varia-
tion is a function of mean and siandard devia-
tion, i.e,

Caregories af Workers Numbers of  Nwumbers of

Workers Supervisors
1. Computers 62 23
2. Machine Operators 60 12
3. Punch Card Operators 41 6
4,  Office Clerks 40 13
5. Field [nvestigators 15 3

In an earlier study '. it was observed that
the scores obtained by the two methods are
highly correlated. Tt was proposed to investi-
gate and to compare the discriminating powers
of the two forms, i.c., how fur these two tools
were able 1o discriminate the ratecs, The fol-
lowing two types of indices were caleulated for

Bhattacharvya KP, Chatterji, S, and Mukerjee
M—Relation between rating scale and ques-
lionnaire with reference to personnel
(Mimjographed report.)

assessmeni,’

standard deviation
mean score

C.v, 100

o

As the caleulation of the cecfficients of varia-
tion needs the means and the standard devia-
tions of the ratings (marks) o>tained through
the questionnaire arnd the rating scale, these
values were first obtained and were presented in
Tables 2 to 3.

It is observed from the figures presented in
these tables thut the standard deviations of the
scores obtained through the rating scales were
of much higher magnitude than those obtained
with the scores on questionnaire.  But nothing

2. Bhattacharyya KP, Chatterji 8. and  Mukerjee
M—Halo Effect in Personne!l Assessment—A
Factorial Approach. (Mimiographed report.)

3. Guarrett HE—-Statistics in Psychology and Edu-

cation, Longman N.Y., 1958,

TarRLE 2

Means of the scores obtained on five different trajts in the rating scale for the five groups of workers

TEm TR

Accuracy in

Cutegory of Workers Hork

Computor 78.016
Muchine Operator 81.350
Punch Card Operator 75.537
Oftice Clerk 80.225
Field Investigator 66.000

TRAITS
Speed of Kuowledge Carefulness &  Abilify to
Work of Job Work Orga-  Itork  wirh-
Hiscttion oul Constant
Supervision
72,242 73.260 72.661 68.936
75.549 75,665 72.531 71.198
73.366 77.008 72.098 73.927
73,500 79.423 73.000 76.625
68,333 67.807 66.333 62.867
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TABLE 3

Standard Deviation of the scores obtained on five different traits in the rating scale for the five group of workers

TR AITS

Accrraey of  Speed of Knowledge of  Carefulness & Ability to
Category of Warkers thork Hork Job Work Organi- Work  with-
safion out Constant

Supervision

Computor 14.813 17.986 15.575 16.347 15.885

Machine OQperator 10,341 21.008 13,748 19.506 19.650

Punch Card Operator 12,666 13,492 12.022 11.302 10.166

Office Clerk 14.840 16.815 [1.647 16.412 14.247

Field Investigator 15.078 17.670 12.716 16.479 20.101
TaBLE 4

Means of scores obtained on five different traits in the guestionnaire for the five groups of workers

TR AITS

Acenracy in Speed of Knowledge of  Curcfulness &  Ability 10

Hork Hork Job Hork Organi-  Hork  with-

Category of Workers sation out Constant

Supervision

Computer 0.726 4.048 4,016 2.306 4.0106
Machine Operator 7.617 4.917 6.633 3433 6.183
Punch Card Operator 6.268 4.805 5024 2.341 4.561
Office Clerk 0.773 4.400 4.150 2.673 4.500
Field Investigator 4128 1.875 4.000 1.875 3.438
Ma;r(gﬂum possible score 11 8 12 5 1¢

TaBLE §

Standard Deviation of scores obtained on five traits in the questionnaire for the five groups of workers

TRAITS

Acetracy in Speed of Knowledge of  Curefidness &  Ability o

ork THork Job Work Crgani-  Wark with=

Cuategorv of Workerys sation out Consiant

Supervivion

Computer 2023 2324 2.848 1.443 2029
Machine Opgrator 1.530 2.753 3.540 1.216 2.800
Punch Card Operator 3.004 2.452 1.403 1.096 2133
Office Cierk 2.697 2.211 2,104 1.233 2410
2713 1.409 2.318 1.218 1.836

Field Investigatos
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DISCRIMINATING POWER OF RATING & QUESTIONNAIRE

TABLE 6

Coefficients of variation obtained with Rating Scale and Questionnaire

Categories of Workers Accuracy in Speed of Work  Knowledge of Carefuiness & Ability to
Work Job Work Organi- Work  withour
satioh Constant Super-
vision

Rating Ques- Rating (ues- Rating Ques- Rating Ques- Rating  Ques-
Scale  tion- Scale  tion- Scale  tion- Scale  tion- Scale tion-
naire naire naire naire naire
Computoer 18.99 5833 2450 5741 21,25 7092 2250 6253 23.04 5301
Machine Operator 1271 46.61 27.81 55.99 18.17 5337 26.89 3542 27.66  46.35
Punch Card Operator 1677 47.93 1839  51.03 15.59 2797 15.68 40.82 1375 47.20
Office Clerk 1350 3581 2238  50.23 [4.66 5070 2248 4609 18.59  53.56
Field Investigator 2284 65.77 2586 7515 1874 5795 2484 6496 3197 5340

could be concluded about the nature of the
variability of the two sets of scores as the maxi-
mum possible scores varied widely in these two
torms. The coefficients of variation were found
out for all the five jobs separately for the five
aspects which are presented in Table 6. Table 6
shows that in all the jobs, the coefficients of
variation were much higher in questionnaire
than in the rating scales, which proved that the
questionnaire form had higher discriminating
power than the rating form. This was also sup-
ported by the values of the coefficient of discri-
mination obtained with the same data.

(b) Co-efficient of Discrimination: One of the
main purpose of assessment is to find out the diffe-
rence between the ratees, The scores (obtained
through assessment) of two individuals may be
same or different, It is desirable that the in-
strument used for assessment should be so design-
ed that the number of relations of difference in
score is maximum and the number of relations of
equivalence (i.e., when the scores are same)
it minimum, otherwise the purpose of assess-
ment would be vitiated.

Ferguson* has derived one coefficient, term-
ed as coefficient of discrimination, which de-
pends upon the distribution of the scores.

n2 e zflz
n? — n¥k+4-1
where n=the number of individuals
k=the maximum possible score
fi=the frequency of obtaining a
score value 1.

a =

The coefficient will take values ranging from
zero to one. 1t is zero when all individuals get
equal mark, and it is equal to one when the
number of refations of differences is maximum.

This coefficient was obtained for the two
forms as bhefore and the obtained values arc
presented in Table 7. As observed with the
coefficient of variation, here also the magni-
tudes of the coeflicients were hugher for the ques-
tionnaire than for the rating forms for most of
the cases.

4, Guilford JP—Psychometric Methods,
Hill Book Co., New York, 1354.

McGraw
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TaBLE 7

Showing the coeficients of discrimination obtained with Rating Scale and Questionnaire

TRAITS
dccuracy in Speed of Work  Knowledge of  Carefulness & Ability to
Work Job Work Organi- Werk  without
sation Constant Super-
vision
Rating Ques-  Rating Ques- Rating Ques- Rating  (Ques- Rating  Ques-
Catcgories of Workers Scale  tion- Seale  tion- Scale  tion- Seale tion- Scale  tion-
naire najre naire naire naire
Computer 91 95 91 .99 92 95 91 94 91 95
Machine Operator 91 9 94 94 92 99 .94 91 .92 97
Punch Card Operator .87 95 91 .96 98 36 .88 89 38 91
Office Clerk B9 94 S0 96 85 88 .90 92 86 95
Fieid Investigator 83 94 .83 50 85 89 .85 78 89 87

Conclusior

The two sets of coefficients of discrimina-
tion, however, reveal that the questionnaire
was generally superior to the rating scale though
the score range in case of questionnaire was
much narrow in comparison with that of the
rating scale. There might be several hasic
reasons underlying the fact.

In the case of rating formy, though the
characteristics were defined, perhaps the supervi-
sors failed (to some extent) to grasp the main
points or the activities which should be related
to the characteristics and hence they were not
so sucecessful to discriminate their subordinates
at the time of assessment. In the questionnaire,
however, the situation was a bit different and
the statements were directly related to the traits,
The supervisors were to state whether the state-

ments were applicable to the ratee in question
or not. This helped the raters to judge their
subordinates more objectively and fair degree
of discrimination occurred in their assessment.

Moreover, the existence of ‘halo effect’ is
more probable in the case of rating scale be-
cause if the supervisor does not have clear idea
about the trait from its definition, he is more
likely to give high or low rating to all the traits
to the ratee who should get high or poor marks
in one, two or more traits.

It secems from the above study that if one is
to choose between rating scale and questionnaire
form, it would be advisable to use the latter one
because the assessment would be more {ruitful
in the sense that better discrimination would
occur among the ratees. 0



Forecasting Forging Plant Productivity
with Product Schedule Variations

RP Khandelia*

In mass production industries like automobile and other enginecring and forget industries,
production schedule requirements necessitate many (cach different) product schedule combinations
to be run in a given period, management must have certain controlling and guiding yardsticks and
othermeasures of effectivenessused for the evaluation of system parameters and operational configu-
rations. Regression analysis has been usedwith advantage to establish association between variables
of production in a forging trade to help forecast and appraise shop performance .

An attempt to identify and ascertain whether

there prevails any evidence of functional or
stochastic association between the operational
parameters like (a) Average weight per piece of
a forging, (b} Average forging weight per square
inch of projected area viz,, geometry of the
work piece, eic., and quantum of production,
i.e. forged tonnage or the total number of pieces
produced in a given time on a forging machine
tool {press or hammer) has been made.

A qualitative clue is provided by plotting
scatter-diagram of the sample data. If this
shapes into a well-defined locus of maximum
dot-density tending to condense more and more
to a curve, this curve can reasonably be assumed
to be a smudged reflection of a  Functional Re-
lationship. 1f, however, the dots do not appear to
cluster around towards some fairly definitely
indicated curve, and yel are not randomly
distributed all over the range of the sample,
occupying rather a fairly well-imited region,

*Chief Standards Engincer, Hindustan Motors Ltd.
P.O. Hindustan Motors, Hooghly, W. Bengal,

there perhaps exists a stochastic/statistical re-
lationship belween the variates.

Strain rate, cooling conditions. intertace fric-
tion, and the geometry oi the work piece and
other unpredictable, uncontrollable variations
affect stresses and forees developed during forg-
ing and thereby the peiformance of a forging
unit. A torging process produces a wide range
of products with continuous product dimensions
variability.  Indusiries have been intensively
scarching to assess and evaluate the sclective or
cumulative influence of these important lactors
of preduction upon the production level in
terms of numerical coeflicients to  forecust pro-
duction on a forging unit with produci schedule
variations and appraise the forging shop per-
formance.

Besides the above extrancous factors of
product and operational parameters, the pro-
duction level will also vary on & given forging
machine and fromone forging unit to the other,
depending upon the forging process sdopted
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and the selection of machine tool for a given
purpose viz.,

(i} Static forging on a press,
(ii} Dynamic forging on a hammer, or
(iil} A combination of the two (static-dy-
namic).

Also, the maxinwnt {erce developed in forg-
ing will determine the size of the hydraulic press
needed and will set the limits of elastic distor-
tion permissible in mechanical presses: the
energy requirement determines whether a given
forging can be made on available hammers,
gte, The difficulties of obtaining reliable yield
stress and friction values, as well as the uncer-
tainties introduced by differential cooling and
metal flow make calculation of foree and work
in closed die forging difficult and, therefore,
the more dircet approach available is to measure
the forees in the experimental forging of simple
shapes and usc the specific force values (Force
developed divided by the projected area of the
forging). Thus, projested arca of a forging
pices acts as o big capacity constraint for a
forging unit irrespective of its weight.  We shall,
besides, have different weight versus projected
arga ratios for each different product being
produced on the same forging unit. Also,
average weight per square inch of projected
area will vary from one forging machine tool
to the other. Whereas it is generally acknow-
ledged that there 1s a closc relationship between
the average weight of forged pieces and total
production weight, the equipment utilisation is
considerably restricted ‘facilitated by the geo-
metry of the work piece (the cross-sectional
area of theforging. in the parting plane, complete
with flash}. The overall productivity level of
a forge shop is dependent on these two factors
to a marked degree. With this view, it was,
therefore, examined if average forging weight
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per square inch of projected arca bears a closer
relationship with guantum of proeduction than
only the average piece weight.

Regression analysis was used to estublish
the probable relation between the variables,
in our case, production figure values as a func-
tion that follows the condition represented by
these values. It may, however, be seen that the
statistical saumple data may not result into a
deinite funcional relationship. but found scat-
tered’ between control limits. and a linear equa-
tion canreplace thent only with a certain amount
of probability and accuracy.

Data for different forging units were col-
lected as shown in Table-l.  Four scatter
diagrams for productien figures of 1.300 Ton
Maxi Press itaken from Table 1). two each
for average weight per picce of forgings and
average unit wetght per square inch of projected
arca for 50 shitls running were plotted to study
their nature (Fig. A). The avirage weights were
plotted on the abscissa and the production
weight and quantity figures per unit of time (50
shifts in our case) on the ordinate.  Similar
scatter diagrams were plotted for the combined
results of hammers and presses (Fig, B) to cffect
the change tn the pattern of points distribution
with the change in the machine tool. A certain
statistical inter-dependency ot variables will be
evident by simple obscrvation in spite of the
scattered state of population points, Regres-
sion analysis, with the help of the method of
least squares, provides an equation which most
closely follows the plotted points,

A general two-factor linear regression equa-
tion 1s given by :

Y = A+BX

where, Y = Production level in Tons or

Quantity,
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A = Constant

B = Regression coefficient

X = Average weight per piece or ave-
rage unit weight per square inch
of projected area as the case may
be.

Use is made of correlation coefficient (which
gives the index of the relationship-strength) to
characterise the degree of how the regression
equation follows the data on the scatter dia-
gram.

The corretation coefficient is represented by
‘R’ and its value varies between zero and !.
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An absolute value of I shows a complete func-
tional relationship of variables whereas any
value smaller than 1 represents a partial rela-
tionship. It the value of ‘R’ lies between-1
and zero, the relationship between the two fac-
tors is positive, 1.¢. Y increases with an increase
tn the valuc of X, If the value of ‘R’ lies bet-
ween zero and—1, the relationship is negative,
so that Y decreases with an increase in X,

It will be seen from the results of SUM-
MARY TABLE NO. 4 that the value of ‘R’
illustrates a positive relationship when related
with production weight in tons except in case
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of 13,000 Mkg. Hammer. The individual Calculations

presses, hammers, press group, hammer group
and the combined results of presses and ham-
mers bear the same relationship. A negative
relationship is demonstrated between the factors
when related to production guantity. This can
be explained by the reduced strokes per minute
available on bigzer size forging units whether
presses or hammers. It will be seen from Table
No. 2 that strokes per minute available on
6,000-Ton Maxi Press are only 36 against 90
available on 500 Ton Ajax. Also, the average
stroke utilisation reduces from 10 to 4 or 5.

Data for different forging units and pairs
of units are first compiled as shown in Table 3.
Such tables are prepared for—

{a) Individual presses and hammers for a
year’s production monthwise,

(b} Press Group—Average monthly pro-
duction for the year on each press se-
parately,
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(¢y Hammer Group—Average monthly pro-
duction for the year on each hammer,
and

(d) Hammers and presses combined—Ave-
rage monthly production for the year.

Table 3 will be used only for sample cal-
culation. The toial results are summarized 1n
Table 4. Since there were in all 13 groups of
values and for each group four different
relutionships were 1o be established, a total of
53 results werc obtained for regression  co-
officient “B' and correlation coefficient "R’ All
these values have heen detailed in Table 4. The
whole programme was taken up on compilter
to obtain results since manual caleulations would
have consumed considerable time. Besides, cal-
culations for so many combinations and their
comparison could not have been possible easily.

Refering to Table—3.

Column ! — Indicates month cade, forging
machine code or the number of
the examined pairs of values,

Columns 2 & 3—-Indicate shop dates reduc-
ed 1o a commeon basis,

Columns 4 & 5—-The deviations from the
average values of X and Y,

Columns €, 7 & 8 are self-explanatory.

Thus,

g 32X 948D 61909

N

., Y 41073

Y = RS TP 37.339
The deviations from the average can now be
calculated :

x=X—X

g é } Against each pair of values.

Further. the regression coefficient “B” and
the regression equation can be caleulated in
the following manner

FORECASTING FORGING PLANT PROBRUCTIVITY

= 64271

37339 — 64271 x
861909 == -18.057

and, therefore, the regression equation 1s
Y == -185.057- 64.271X

and the value of R, the correlation coefficient
is given by

A7 L1533103 x 818.760
Whenee, R ;= 0.879
and R? = 0.773

The value of R shows a strong relationship
between the two factors, The square of corre-
lation coefficient, viz, R? will help examine the
influence of factor X on the event.

Since R#-:0.773, it nmieans tha. the produc-
tion weight is influenced to the extent of 77.3%7
by the average weight per piece of the forging.
This further indicates that on this unit, pro-
duction weight is influenced to the remaining

22.7% only by other factors.

Fifty-two such regression equations and cor-
relation coefficients can be written from Table 4.
On examining closely this table, it will be seen
that the results generally improve and evidence
of strong relationship is found when average
unit weight per sq. inch of projecied area is
considered instcad of average piece weight
only. A marked improvement will be observed
when the results are correluted with production
quantities. Besides, production on hammers is
influenced by the average weight to a greater
extent than the presses. In other words, the
other unrecorded factors have only a limited
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influence on the production quantitics on hani-
mers. This is a consequence of the different
contact times: the rapidly cooling flash closes
the die in the hydraulic press whereas the hot
flash in the hammer presents Iittle resistance.
Shortened contact time. in case of hammers,
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analysis helps further in deriving the following
conclusions for each forging unit

(2) The maximun, minimum and average
unit weight or unit weight per square
inch of projected area,

avolds excessive stock cooling and reduces 1hc (b) The strength of the positive negative re-
total force du.elnpud ard thereby, the resis- lationship in general,
tance 1o deformation. ) . N
{¢) The production schedule of the product-
With separate regression equations avail- mix which will result into the best
able for euch forging unit and machine Rroups: equipment utilisation lor plants like
it is now possible o forecast the preduction automobile industry where more than
onr each unilt or a combination of these with one major product forgings are made
product schedule changes. Knowing the values and product-mix changes in monthly
of coeflicients *A” and ‘B’ and 'X for a given schedule.
schedule-, value ol YI cmcnl be determined and {(dy Type of lorgings to be chosen for out-
the performance evaluated. side orders to balance and utilise spare
. . ; achine capacities so that maxi
Tables like No. 5 are prepared in advance nnchm' capacities 5o . USRI
: ¥ a " production can be achieved for the same
for each forging urnit to facilitate quick caleula- ) -
. T B ——— machine hours availability,
tions. Average unit weight 'sq. inch of projected
area is computed for a given schedule af a given (e} A comparative production loss study
time and the probable production quantity for utilising higher capacity machines
figure obtained from regression equations. The for light forgings and vice versa.
TABLE ]
PRESSES
Ave. Unit Prodn. Wi Prodn. Wi.
Ne. of Average Wr.iSq. Production Production in  Tons. in Touns,
Momth Shifts It Pe. inclt. in Quty., Qrr. for Jor o
Code: Run: in Kg. Kg. for Shifts Rin 50 Shifts Shifts Run 50 Shifts
1 2 3 4 5 6 7 8
6000 Ton Afa.??!’ress : o -
04
05 {9.80 20.850 193708 4532 11420 94.730 239.30
06 23.60 19.850 218406 6563 12830 130,430 235.00
07 22.00 21,100 196425 5649 12830 119.020 271.00
03 14.80 19.105 175868 2903 9820 55460 187.80
09 09.40 14.868 171599 3060 16280 45.495 242.00
10
11 12.21 {5.807 175185 4119 16830 65,110 266.50
12 14.40 17.400 208436 5220 18130 90.850 3i17.50
0l 18.64 13,774 170675 6175 16580 97.402 267.50
02
03 15.30 17.280 107420 3612 11800 62.413 204.00
Yearly == e — —
Average: 18.00 0.18 14062 250.00
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TasLe U (Contd.)
1 2 3 4 5 6 7 8
2500 Ton AJAX Press
04 35.40 2,303 69487 20737 2U268 47.7% 67.39
08
06 43.50 3.402 083927 20960 24093 71.36 82.23
Iy 40.00 3.85¢6 086407 21597 27225 ?3.26 104.08
0% 47.40 3.420 182960 27058 28520 92.52 102.47
09 31.00 2180 75584 24315 3y21s 77.31 124,55
10 41.00 3.387 077427 21211 25875 71.82 87.63
11 45.00 2.344 073450 26500 29440 7536 5184
12 51.00 1.127 077722 20106 293500 94.14 92.23
m 46.40 31926 O8T077 20557 22253 {0.71 89.0i
02 40.40 3.29% 071593 23072 23320 75.51 93.44
02 2.70 1461 DR3234 2785 42202 a5 .40 146.05
Yearly —— - e - — —_—
Average: 3.291 079352 29629 97.53
1300 Ton Maxi Press :
04 45.0¢ 0.710 060409 30380 33760 21.51 24.00
s 34.00 .15 096512 33977 49920 37.95 55.80
06 36.30 (.845 080664 34258 47200 28.97 39.92
07 50.00 (.860 077220 43864 43864 17.65 37.65
08 49.00 0.67% 071668 40738 31600 27.46 28.00
09 39.80 0OR12 0OR7148 231378 41920 27.09 34.00
10
11 42.00 0.814 (73896 39960 47560 32.50 38.72
12 41.30 0.925 079252 26760 32400 2547 30.84
01 39.20 [.010 093378 37758 48160 38.21 48.76
02 45.00 0.688 (84875 41083 45600 313,59 39.60
0z 41.00 (.847 071078 12393 19520 27.46 33.44
Ye«'ﬂ']}' - .- —_— — e
Averape: 1.862 079644 42864 37.34
J300 Ton AJAX Press
04 33.30 1.300 096684 18600 27930 24.171 36.20
05 30.70 1.409 111648 21245 34550 29.934 48.80
06 40.00 1.334 104334 28140 35200 37.340 46.90
07 35.00 1.222 094717 24197 34600 29.567 40.80
08 25.43 1,538 100512 21685 42700 33,29 65.50
09
10 27.40 1.397 108676 19014 34750 26.559 48.50
11 32.40 1.349 104392 22576 34750 30.458 47.00
12 31.60 ;312 98820 21281 33700 27.922 44.20
01 38.00 1.466 110373 36230 47700 53134 70.00
02 24.70 1.250 098903 18136 36700 22,670 46.00
03 28.40 1.452 100129 189358 33400 272 48.40
Yeurly — s o T R —
Average: 1.366 1027 36000 49.30
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TaBLe 1 (Conrd.)
1 2 3 4 X 6 7 8
500 Ton AJAX Press :
04 51.40 0.403 040177 21005 20450 8.459 8.24
05 35.30 0.504 058040 24275 34350 12.219 17.32
06 43.90 0.435 060214 43030 49000 [8.781 21.35
o7 45.00 (L.57R 064673 50410 56000 29.091 32,35
08 54.30 0,352 044052 61563 56700 24.129 222
09
10 26.80 0.513 062331 27116 S0500 13.903 25.95
11 48.00 0.405 043807 42915 43800 17.383 17.75
12 47.30 0.550 064039 38830 41100 21.400 22.60)
0! 47.40 0.525 067227 209955 31600 15,720 16.60
02 60.00 0.477 049154 39796 49300 28.581 23.82
03 47.00 0.388 049712 44904 47800 17.403 18.50
Yearly ——— - = s e
Average: 0.470 054857 43735 20.61
HAMMERS
13000 MKG. Hanvner :
04 27.50 1.088 081470 26697 48600 29.04 52.80
05 -
06 30.00 1.366 089307 18072 30090 24.67 41.10
07 55.00 1.662 084647 32103 29175 §3.37 48.52
03 35.00 2.429 094854 10605 15150 25.75 36.83
5 ;
10 49.57 1.947 08%685 15826 15975 30.81 31.08
11 53.50 2,318 101337 10357 9682 24.01 22.44
12 43.40 2.203 092073 12768 14713 28.13 32.30
01} 26.80 2.678 099099 9391 17850 25.68 47.93
02 36.40 2.169 100876 10740 14775 23.29 32.03
03 30.00 2.377 0172t 10302 L7175 24.49 40.87
Yearly st TH—s s ——
Average: 2.024 0935 21318 18.60
4000 MKG. Hammer:
04 28.50 0517 034903 10912 19140 5.64 9,50
05
06 32.70 0.373 .032668 18274 27995 6.82 10.45
07 40.00 0.277 031860 33837 42245 9,17 11.70
08 31.64 0.763 043234 18414 29150 14.04 2222
09
10 30.00 0.669 041357 15840 26400 10.60 17.64
1] 39.64 0.294 .032908 30893 38940 9.09 11.44
z 42,00 0.663 040442 25712 24865 17.04 19.82
01 37.00 0.653 040449 21320 28820 13.92 18.81
02 27.50 0.480 034657 16183 29480 7.76 14:14
03 15.00 0.159 29753 21723 72380 346 11.55
Yearly — = . ———
Average: 0.485 036223 34441 14.77
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TABLE 2

SUMMARY RESULT

Prodn. Prodn. W1t. Average
Avg. Unit Qry. for in tons. Strokej
Average Wt Sy. Prodn. 14 Stro- for 1) Stro Ach. min.
Wr. Pe. inch. Prodn. Wt in kes fmin. kes/min. Swokes Prod.)  Utilisa-
UNIT in Kg. inkg. Qury. Tous  utilisation Utilisation Per Min.  Shift tion:
First Set Second Set
Press Group Press Group:
6000 Ton 18.00  0.180 14062 250.00 28124 500.00 36 600 41to 5
2500 Ton. 3.291 079352 29629 97.53 29629  97.53 50 1250 9 to 10
1300 Ton Maxi. .862 079651 42864 37.34 42864  37.34 80 1250 9 to 10
1300 Ton Ajax. 1.366  .1027 36000 49.30 36000 49.30 70 1560 10
500 Ten Ajax. 0,470 034857 43735 20.61 43735 2071 a0 1500 10
Haimmer Group: Hanuner Group :
13000 MKG. 2024 .0935 21318 38.60 26647 48.25 30:8 600 8
4000 MEKG. .485 036223 34441 14.77 3244 1477 80'ls 750 10

TABLE 3

Machine Cade;—07—Machine Name:—1300 Ton Maxi Press

N X Y X ¥ Xy x2 ya

1 2 3 4 5 i) 7 g

04 710 24.00 —.151909 —13.339 2.0263 023076 177.929
03 L1135 55.80 25300 18.461 4.6723 063055 340.809
06 843 39.92 —.(316909 2.581 — 0436 000286 6.662
07 L8060 37.65 —.001909 3l — 0006 000004 097
08 073 2R.00 —.186909 — 9.339 1.7458 034935 87.217
09 .812 34.00 —.049%09 — 3.339 1666 002491 11,149
11 814 38.72 = 047900 1.381 — 0062 002295 1.907
12 925 30.84 063091 — 9.499 — 4100 0039380 42237
Q1 1.010 48.76 148091 11.421 1.6913 021931 13(0.439
0z 868 39.60 006091 2.261 0138 000037 5.112
03 947 3144 —.014909 — 3.899 0581 000222 15.202
11 9.481 410.73 == — 9.8535 153312 818.760
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TABLE 4

SUMMARY TABLE

Related 10 Related 10 Average
‘ Production Weight Production Qty. Average Wt./Sq. inch
Coefti- - T Buri - Basis weight per of projec-
Mec./ Machine Des-  cients e I piece. ted areq.
Code.  cription Weight per  Wi/Sq.inch  Weight per W1iSq. inck
Piece. of projected Piece areq.
areda.
06 6,000 T. MAXI, A 284.458 124.511 29,923,586 11,030.570
R —1.909 698.635 —881.002 16,866.220 18.004 0.179747
R —0.115 0.584 —0.696 0.184
R2 0.013 0.341 0.484 0.034
08 2,500 T. AJAX A 34.70 0.959 38,886.180 44,543.265
B 19.094 1,222.703 —2,807.491 —188,592.432 3.291 0.078988
R 0.394 0.348 - —0.21 —0.192
R2 0.156 0.121 0.044 0.037
07 1,300 T. MAXI. A ~-18.057 —21.522 24,072.279 14,589.657
B 64.271 739.040 21,802,442 35,004.620 (0862 0.079645
R 0.879 0.858 0.468 0.648
R2 0.773 0.736 (.219 0.418
09 1,300 T. AJAX A —63.312 —43.409 —35.786.224  -—4,339.286
B 82.439 902.727 30,590.208 392,888.788 1.366 0.1026599
R 0.795 0.523 0.564 0.437
R2 0.632 0.273 0.321 0.191
10 500 TON AJAX A -—3.293 2.799 33,848.424 35,554,512
B 50.851 24.628 10,399.872 149,148,726 0.470 0.054857
R .568 0.514 0.064 0.131
R2 0.322 0.264 0.004 0.017
12 13,000 MKG. A 34.931 105.459 61,338.493 141,120.346
B -—8.670 ~715.011  —19,775.556 1281,218.816 2.0237 0.0935069
R —0.433 —0.459 —{.866 —0.804
R2 (.187 0.302 (1.750 0.647
13 4,000 MKG. A 5.831 —16.620 59,688.249 100,545.740
B 18.432 866.500 52,076.628  1824.924.500 0.4848 0.0362231
R 0.839 0.915 —1.02 —0.830
R2 0.704 0.838 1.041 0.690
HAMMER Group A 7,260 —0.304 38,576.583 42,743,300
B 15.484 416.098  —8,526.969 229,160.366 1.2545 0.0648615
R 1.00 1.00 —1.00 —1.00
R2 1.00 1.00 100 1.00
F  PRESS Group A 31.713 —88.152 34,131.497 55,956.924
l B 12.348 1.803.436 —I82.062 —228552.828 4.7978 0.0973146
R R 0.986 0.930 —0.387 —0.906
S R2 0.972 0.865 0.150 0(.820
T
HAMMER & A 24.166 —73.396 32,087.693 47,554.441
S PRESS COM- B 12.793 1,631.695% —96.794  ---176.964.096 3.78543 0,089471
E BINED: R 0.981 0.904 —0.056 —0.74}
T R? 0.963 0.218 0.003 0.550
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TaBLE 4 (Contd.)

Machine Code:—07 Machine Name:—-1300 Ton Maxi Press

Related 10 Related to Average
Production Welght Production Qty. Average H;_r. Sq. r'm'I}
Coeffi- z . T weight per of Profecre
M ¢ Muchine Des- cients Busis B N I ared.
Code.  cription Weight per Wt/Sq, inch  Weight por W1 8q. Inch
Piece. of projected Piece are.
arec.
HAMMERS A 4,220 —6.411 36,897.202 19,371.896
S B 21,754 84.634 5.064.330 - -116.102.744 1.2545 00648615
I R 1.00 .00 --1.00 1.00
C R2 1.00 1.00 1.00 1.00
O —
N PRESSES A 10.561 253.957 37,253.250 46,630.524
D B 27178 1.976.365 246,540  —-106,329.602 47978 0.0973146
R2 1.00 0.945 - 0254 —0.708
R 1.00 0.893 0.065 0,501
S HAMMER & A 5.867 197072 35006652 41144946 -
E  PRESS B 27.426 31428.573 —136.107 - -74.365.062 178543 0.089471
T COMBINED: R 0.999 0.902 --0.126 —-1.4%6
R 0.998 0.813 0.106 0246
TABLE 3

Part Description:

Passenger Car:
Clutch Lever

Selector 1 & 2 Reverse

Valve Rocker
Steering Lever

Eve Bolt

Vernier Brkt
Selector Top & 3rd
Connecting Rod

Connecting Roed Cap

Truck :

Drop Arm (i)
Drop Arm (ii)
Pedal Shaft. Brki.

Unit weight

Projected area

Unit Weight

in Kg. in sq. inches. :Sq. inch of
profected
areq in kg.
0.34 8.76 038813
0.17 7.65 022222
0.17 5.08% 033432
.80 18.00 044444
1.34 13.80 097101
1.17 12.37 094584
0.11 8.46 013002
0.79 16,52 047792
0.64 748 NB5561
227 28,60 079371
2.95 34,40 085756
0.68 16.43 041388
Average! 0.9525 0570
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Creeping Legalism in Canadian

Industrial

Relations

SP Muthuchidambaram*

Excessive contfict, costly collusion, obstructionism toward economic progress, non-demaocratic
and unethical practices, lack of appreciation of public interest are only a partial catalogue of the
alleged paralysis afflicting industrial relations system across the country. The single remedy more
often sugzested by various publics, pressure groups and politicians for these problems is *‘there-

ought-to-be-a-law’".

Further, it is suggested that as the jadiciary has been and is capable of settling

all kinds of disputes impartially and objectively in accordance with the principles of law and natural
justice industrial disputes too can safely be left with the judiciary for an orderly, speedy and civilised
way of settlement. The author attempts to examine the intellectual and historical origin of the
above faith, to identifv the assunptions behind the same and to establish the operational and be-
haviouralimplications of such remedies to industrial relations problems, in the Jight of the experience
with the role of judiciary in industrial relations systems.

HAT 15 legalism? Legalism is the ethical
attitude that holds moral conduct to be

a matter of ruwe following the moral relation-
shitps to consist of duties and rights determined
by rules. Like all moral attitudes that are
both strongly felt and widely shared. it EXpresses
ttself not only in personal behaviour but also in
philosophical thought, in political ideologies
and in social institutions. Though this attitude
is all-pervasive. it is not quantifiable; nonethe-

*Associate Professor of Administration, Faculty of
Administration, University of Saskatchewan, Regina
Campus, Saskatchewan, Canada.
I The author has drawn heavily from the foilowing
works in developing this part :
Judith N Shklar, Legafion, Harvard TUniversity
Press, Cambridge, Mass., 1964,
Harold J Laski, Srudies in Law and Politics, Books
Librarics Press Inc., Freeport, New York, 1968,
for Robert S Summers (ed.), Essays in Legal
Philosophy, Basil Blackwell, Oxford, 1968.

less it s consistently tollowed and concretely
manifested as the standard of organisation and
the operative ideals. Tt has served as the political
ideology of the legal profession, both bench
and bar®. Tt tends to make law a “‘science”.
as something “well-defined”, “‘well-analysed”,
“discrete entity” that is “there”. The same at-
titude toward law has served to isolate law
completely from the social context within which
it exists.

In fact this isolation of law from its social
context, though apparent since the develop-
ment of the Austinian Theory of Law, has been
lurther necessitated, reinforced and accelerated
by “specialisation” which is now 2 permanent
feature of our intellectual life, Legalismy and
formalism are the inevitable by-product of the
“legal science’s” indifference to or separation

T2 Shklar, Op. cit., Intr oduction.
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from political science, economics, sociology
and history. Inteltectual isolation and legal
positivism are inseparable. Paul C Weiler
has observed that the philosophy of the judicial
process will soon be of great practical signi-
ficance for the Canadian legal scene; in his view,
the traditional, inarticulate, legal positivism of
Canadian tawyers and judges is becoming out-
moded .3

It is necessary to make the phrase “legal
positivism™ more explicit so that one can have
a better appreciation of Paul Weiler's statement.
Legal positivism covers a wide variety of views
including: (1) that law as it is can be clearly
differentiated from law as it ought to be; (2}
that only the concepts of existing positive law
are fit for analytical study; (3) that force or
power is the essence of law; (4) that law is a
selfisufficient closed system which does not
draw on other disciplines for any of its premises:
(3) that laws and legal decisions cannot, in any
ultimate sense, be rationally defended; (6) that a
logically sell-consistent Utopia exists to which
positive law ought to be made to conform; (7)
that, in interpreting statutes, considerations of
what the law ought to be have no place; (8}
that judicial decisions are logical deductions
from pre-existing premises; (9) that certainty
is the ‘chief end of law’; (10) that there is an
absolute daty to obey evil laws; (11} that there
can be no ‘higher law’ in any significant sense:
and (12) that law consists exclusively of hard
and fast rules.!

1. Paul Weiler, “Two Models of Judicial Decision-
Making”, The Cunadiun Bar Review, Vol. XLVI, Sep-
tember 1968, No. 3; p. 406.

4, This is only skcleton of legal positivism. For
further elaboration see Robert § Summers’ Introduction
to Essays in Legal Philosophy, op. cit., pp. 2-21 and in
the same book see Ronald M Dworkin’s *'Is Law a
System of Rules?”,pp. 25-60. “Legalism” and “legal
positivism” are used interchangeably.

CREEPING LEGALISM IN CANADIAN INDUSTRIAL RELATIONS

Legalism as an Ideology and its Social Conse-

quencesb

These ingredients of legal positivism--how-
ever “inarticulate, traditional and cutmoeded”
they may be —provide the necessary mysticism
to any bar or bench. Over a period of time.
specialisation. formalism and technicalities of
rules become an end in themselves. That is the
beginning of the idolatry of legalism, the sym-
bol of twentieth-century clan worship. This idol
of legalism becomes something apart from man
himself, over and against him which he wor-
ships and to which he submits. This develop-
ment of legal ideology has made Morris R
Cohen to observe that

[t will help us 1o understand at least one
phase of this difficulty, to wit. the psycho-
logy of clericalism. if we realize how much,
its motives are like those which in this coun-
try make for legalism. By considering how
fanatically the leaders of our legal profes-
sion oppose all efforts to take public issucs
out of the legal forum into the political
forum, we can better understand the tena-
city with which the clerical profession in
Furope resists the secularization of educa-
tion and similar nieasures. As both t(he
legal and the clerical profession serve vital
functions, they inevitably fall into the al-
titude that salvation even in political issues
can come solely through them.”®

5. It is unfortunate that some people are still allergic
to the word “idcology”. The following is the meaning
this writer attributes to that word :

All ideologies contain four basic elements. The
term ideology includes in its scheme a philosophy of
history, an analysis of the present shape of man’s deve-
lopment in the light of that philosophy, a projection of
the analysis into the future and an analysis of the human
actions necessary to hasten the inevitable outcome pre-
dicted in the projection of gvents into the future.

6. Morris R Cohen, Law and the Soclal Order :
Essays in Legal Philosophy, Anchor Books, 1967, p. 157.

In fact the recent Canadian flirtation with the ideas
of “Labor Court” is predominantly bised upon this
faith in achieving salvation through legal channel.
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Once this monopolistic source of salvation is
ingrained as the social ethos the attendant belief
becomes obvious, i.c., that law is not only se-
parate from political life but that it is a mode
of social action superior to ‘“‘mere politics™.
Aloofness from politics and impartiality depend
upon avoidance of conflict with other, more
powerful political agents. The politics of judi-
cial legislation is exposed as such only when
there is conflict.?

The ideology of legalism not only makes
law superior to “*politics” but also treats other
forms of resolution of conflict, such as ““com-
promise”, “‘accommodation™, “seeking a viable
solution™, “flexible policies™ through non-legal
or semi-legal or extra legal channels, as “in-
ferior and imperfect™. The political and eco-
nomic theory of contractualism is the real foun-
dation upon which the supcriority complex of
legalism is based.

Contractualism and Master-Servant Relations

The history of the trade union movement
during the later half of the 19th century and the
early part of the 20th century is a history of the
vartous efforts made by the legislalure to ex-
tricate industrial relations from the clutches of
the judiciary which enforced contractualism
of master-servant relations hased on medieval
concepts.

Contractualism in law implies that in an
ideally-desirable system of law all obligation
would arise only out of the will of the individual
contracting freely; contractualism rests not only
on the will theory of contract but also on the
political philosophy of individualism. This in
turn is connected with the classical cconomic
optimism that there is a sort of pre-established
harmony between the good of all and the pur-
suit by each of his own seliish economic gain,

1. Shklar, op. cit., p. 11.
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The ideology of legalism not only
makes law superior to politics

but also treats other forms of
resolution of conflict, such as
‘compromise’, ‘accommodation’
‘seeking a viable solution’, ‘flexible
policies’ through non-legal or
semilegal or extralegal channels
as “inferior’ or ‘imperfect’.

This politico-economic foundation of contrac-
tualism was further strengthened by the Bentha-
mite hedonistic psychology, leading to Social
Darwinism, Last but not least in importance
is the theological foundation of contractualism,
namely, the theological view that sin is an act
of individual free-will, without which there can
be no spiritual or temporal responsibility.

When one looks back to a century of inter-
pretation and reinterpretation of contract, it is
evident that the high priests of bench and bar
have paid more attention to the formalism of
the contract than to the most vital “free-will”
or “‘agreement” ingredient of it. It is well
known that the legendary “servants” we find
in the legal literature never had free-will, yet
legalism implied contract.® A more serious

8. For a thorough examination of economic, psy-
chological, political, religious and metaphysical aspect of
contractualism see Morris R Cohen, op. cit., pp. 69-112.

It is the lack of social awareness on the part of the
judiciary which made even Winston Churchill to say in
parliament that it was impossible for trade unionists to
expect fairness or understanding of the nature of social
conflicts from the judiciary.
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confusion of fact and fiction occurs when we
speak of the “labour contract™.

Labour Contract or Union-Management Agree-
ment 7

Legalism, as defined ecarlier, conceives em-
ployer-employee relations as one of pure and
simple contract. This view is based on all the
socio-economic and political assumptions in-
dicated previously regarding contractualism.
Labour marketing, sale of labour, price of
tabour, factor of production are the various key
concepts which underlie contract. It is based
on the commodity concept of labour. From a
legal point of view, there is no difference bet-
wezn the marketing of labour and the market-
ing of egzs. All relationships between the
parties are assumed to be monetary relation-
ships. These relationships can be transiated
into and regulated by written contract. Lega-
lism equates labour contract with any other
type of contract. It is based on the lamous
dictum of Maine that the progress of the law
has been from status to contract and that what-
ever happens to be the outcome of history is
necessarily for the best and cannot or ought not
to be counteracted by any human effort. Any
limitation on or alternation in the freedom of
contract is an action against history and in
favour of barbarism.

Not only does the marketing or contract
concept of labour fail to focus attention on the
question of power, politics and equity but it
also suggests that the contract between parties
is strtctly and definably limited. The contract
approach is static because it etther ignores or
minimises the continuity of relationships. This
attitude is almost incapable of concciving rights
and obligations beyond those of the property,
contract and market based ones. Legal positi-
vism ignores the fact that the legal rights of
private property confer only a control over

things, not over people and carry no duty on
the part of others to be managed.®

Not only does the “collective agreement”
concept make this vital distinction between right
over things and right over people but it also
questions the following equation ol contrac-
tualism: Property==Power -=Right =Legitimacy.

The standard interpretation given by arbi-
trators and judges on the issues of “*prior rights”
of management is an illustrative case in point.
What is ““prior right™? What is the historical
origin and foundation of “prior right™? Prior
to what?

The answer to the last question 1s simple:
prior to the recognition of a unton as an exclu-
sive bargaining unit. Here is the forthright
answer given to the other two questions by an
arbitrator.

“At common law, the employer was vested
with sole control over its business and mana-
gement of its affairs. This unlimited control
carried with [t almost unlimited subsidiary
rights, among which were the right to hire
and fire, and discipline his empioyees for
any reason, or no reason it all; to fix wages:
job content and work schedule; to regulate
promotions, transfers and layoffs and in
general to determine where, when and how
to do business without restraint by any
private group or group of persons. Tl

The very idea of management’s bundle of
<prior and residual” rights implies the inequa-
lity of power and rights between the parties
who are supposed to bargain as equals and in
good faith. The contradiction in this legal

9, NW Chamberlain, Collective Bargaining, Mc-
Graw Hill, 1951, p. 315; By the same author, Labor
Secror, McGraw Hill, 1965, p. 3.

10. Pittsburg Tub Co., McCreary, 9 LA 834 (1948).
Of cowrse judges and arbitrators may not use such a
naked language nowadays but the intent would be the
same in interpreting the ‘“‘management’s rights clause™.
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doctrine is that it assigns unequal powers to one
of the parties and atl the same time it assumes
that contract is based on free-will and con-
sent’””. There can be no “*free-will and consent™
without the concomitant equality of power.

“The collective bargaining idea exists in
the knowledge that both labour and manage-
ment are essential to operations and produc-
tion and that they must come to terms be-
fore a settlement is reached. After they
come to terms, we cannot now assume that
some one party to the deal brings into a
backlog of rights and powers it enjoyed in
dealing with individual employees. A back-
log of rights and practices and precedents
does develop as the collestive bargaining
relationship continues, based not on pre-
anion history, but hased on the period of
the collective bargaining refationship.” U

The bench and bar seem to be eiger to read
into the contract such medieval master-servant
doctrines and impute, “prior rights” based on
pre-union history but are reluctant to ook at
the union-management relations within the total
and changed context at present. Lawyers,
in their eagerness to play the national game of
Perry Mason, and judges in their willingness to
witness such a drama, forget the fact that the
contracl might include matters and subjects
which do not appear in cold print. They ap-
pear to read the collective agreement the same
way they would read 4 criminal indictment. a
deed for real property. a Bible. on a contract
for the sale and deliverv of nuts and bolts.
These observations are elaborated further in the
following section.

Legalism and Canadian Industrial Relations
At the end of the 1950°s the question of [ega-
lism in Labour arbitration was raised in the

11. Goldberg, in Managemenr Rights and the Arbi-
tration Process, the Bureau of National Affairs Ine.,
Washington, D.C., 1956, p. 118.
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Arbitration Journal'®,  Some of the problems
recognised at that time were the growing super
structure of legal trappings, a frustrating kind
of legalism creeping into labour relations be-
cause the arbitrators had come to function like
judges, the parties had begun to treat arbijtra-
tion like litigation, with all the canons of con-
struction familiar to the law of contracts. **The
trend has, in fact, gone so far that unless it is
reversed there is a serfous danger that arbitra-
tion will lose the very characteristics of speed,
econory and informality that causes companies
and unions to prefer this method of grievance
settlemnent above all others.”!?

There was a response to the above editorial:
that response did not deny the above criticisms
but confirmed and defended this trend with
a title, "in Defence of Creeping Legalism in
Arbitration.””’* Some of the highlights of this
defence are as follows : If you believe that law
1s evil, per se, legalism is also evil. The trend
toward legalism is not only inevitable but desi-
rable. The role of arbitrator is the same as
that of a judge. The parties often refer to the
contract as the “Bible”. Formalism, forensic
and technicalities all contribute to the desired
atmosphere of carnival and mystery. The ar-
bitration process seems to be moving in the
direction of the development of a mature legal
system. Legalism is equated with “maturity™.

A decade after Paul H, Tobias's defence of
creeping legalism appeared, Professor Douglas
¥ Brown, in his presidential address to the
Twenty-Third Annual Meeting of the Industrial
Relations Research Association, established his

12. **Creeping Legalism in Labor Arbitration: An
Editorial”, The Arbitration Journal. Vol. 13, 158, pp.
129-132 and p. 161.

13. 1Ibid., p. 130.

14. Paul H Tobias in Industrial and Labour Rela-
tions Review, Vol. 13, No. 4, July 1960, pp. 596-607.
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thesis *‘that industrial relations in the U.S.A,
are suffering from a severe case of legalism, and
that there are few, if any, signs that the patient
1s about to recover from the disease”. In
deploring this terminal disease of “‘there-ought-
to-be-a-law™ complex, Professor Brown has
said: *“All too frequently we do not want to
work out solutions; we want to impose them.
Imposition invites laws; laws invite litigation:
and litigation invites legalism.”1"

What about the Canadian scene? Industrial
relations suffer from legalism as much as, or
even more than, American industrial relations.
Unawareness of it is partly due to the limited
research in this field complicated by the division
of powers and partly due to the complacency
based on the “‘these-things-cannot-happen-here”
attitude.  [Interpretation and application of
labour laws by the judiciary at various levels
suffer from outmoded common law doctrine,
dogma, fiction and myth. Courts’ increasing
willingness to review awards of administra-
tive bodies without neccessary judicial creative-
ness is viewed by experts in the field with mis-
givings .'® The lack of judicial creativeness in
this field seems to narrow the distance between
the fountain of justice and legalistic witchcraft.

The dilemma involved in the role of the
bench and the bar regarding the issues of con-
flict in industrial relations has been explained
by AWR Carrothers as follows :

“At one extreme the common law tries to
pour the comparatively new wine of indus-
trial conflict into such old bottles of the

15. Gerald G Somers (ed.), IRRA Proceedings of
the Twenty-Third Annual Winter Meeting, December,
1970, p. 2.

1bid., p. 8.

16. Alton W Craig, “Arbitration of Labour-Mana-
gement Disputes in Canada”, Labor Law Journal, Novent-
ber 1961, pp. 1053-1068,

CREEPING LEGALISM IN CANADIAN

INDUSTRIAL RELATIONS

law of defamation, nuisance and inducing
breach of contract ; and at the other extreme
it has invented and continues to use com-
paratively new and difficult containers such
as the tort of conspiracy to injure and un-
justified interference with freedom to  trade.
The result is a resort to doctrine in lien of
reasoning from first principles. The reason
behind the doclrine becomes dogma. learn-
ed for its own sake and applied with little
regard for its ineptitude. To fit dogma
to new siluations resort is made to fictions
which add nothing but confusion to an al-
ready irrational body of law. Even the
point of fictions becomes lost, at which stage
we are left with the enormity of legal my-

ths."7

The “enormity of legal myths”, the anti-
pathy of common law toward union and col-
lective bargaining, the lack of judicial creative-
ness, the over-willingness of the judiciary to
jump into the operation of the semi-judicial
industrial relations administrative agencies and
the assumed sanctity of salvation through liti-
gation —all combined together have made the
Canadian industrial relations as much legalistic
as those of the U.S. The bench and the bar
have made a significant contribution in convert-
ing the system of collective bargaining into a
system of collective dilemma.

Paul C Weiler's study on the role of the
Supreme Court in the Canadian Labour Rela-
tions indicates thal the number of cases that
reached the Supreme Court during the period
of 1950-70 has shown steady increase)® There

17. AWR. Carrothers, “Labour Law : Daoctrine,
Dogma, Fiction and Myth", University of New Brunswick
Law Journal, 1964, p. 4.

18. Panl C Weiler, “The ‘Slippery Slope’ of Judi-
cial Intervention: The Supreme Court and Canadian
Labour Relations, 1950-70, Osgoade Hall Law Journal,
Vol. 9, No. 1, August 197f, pp. 1-.79. This is an excel-
lent study which can be used as a model to analyse the
role of judiciary in industrial relations at the provincial
levels.
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have been fifty-one cases during the twenty-
year period, less than three per year. How-
ever, there were only fourteen cases in the first
ten years and there have been thirty-seven cases
during the Sixties. Labour relations law is
becoming a more important part of the work of
the Supreme Court as illustrated by the fact
that there were a total of fourteen decisions in
the last two years of the period, the same num-
ber as in the whole of the first decade,

What is the nature of the contribution made
by the Supreme Court in this area”? In furnish-
ing a framework of depicting and evaluating
the actual work of the Courts in the last twenty
years, Paul C Weiler has come to the {ollow-
ing conclusion:

“The Supreme Court of Canada views its
primary function as heavily-oriented toward
the adjudication of concrete disputes. It
views each such case as raising specific is-
sues which are discrete and unrelated to
those posed by other cases before it. [t
does not utilize the form of legal materials—
statutory, judicial, academic, royal commis-
sion, etc,—which would illuminate the gene-
ral implications of the doctrines that it is
creating by using them to solve concrete
dispute. As long as this general attitude is
pervasive in the work of the Court as a
whole, one cannot realistically hopej for sub-
stantial improvements in its contribution to
Canadian Labour Law."n

The judiciary seems to have developed a
tremendous capacity to separate the questions
of policy, administration and law into water-
tight compartments; its interests appear to be
exclusively and narrowly focussed on the ques-
tion of law; many times the question of law is
treated apart from as well as against the ques-
tion of policy and administration. Rarely do
we find individual judges and courts experienced

" 19. Paul C Weiler, ibid., p. 79.
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in the industrial relations field. *“The efforts of
the courts continually betray the dangers of
‘absentee management’; the adversary process
in our courts is not aptly designed to overcome
these deficiencies, even when they are recogni-
zed.®® Their obsessional allegiance to nine-
teenth century doctrines and legal niceties are
expressed in their verdicts with no functional
or policy relationships to the industrial relations
context-

Behavioural Implications of Legalism in Indus-
trial Relations

Basic to the understanding of industrial
relations is the realisation that*“labour contract®
ts different in content, form and style from other
types of contract and that the relationship bet-
ween the patties is also different from other
types of commercial as well as non-commercial
relationships.  Collective bargaining is more
than just a change in the method of marketing
labour. Bargaining performs not only a con-
tractual function in a broad sense, but a1 norma-
tive function. Collective agreement creates a
permanent relationship between two social
groups. The industrial relations system has
introduced far more of an institutional trans-
formation than the legal positivists are willing
to and capable of accommodating. Coopera-
tion and interdependence between the parties
based on an agreement does not deny the under-
lying conflict . on the other hand.the agreement

20, Paul C Weiler, Ibid., p. 3, The abuses of the
adversary process can be seen in the labour injunction
field. “Thetrouble with absentee management by Judges,
though, is that they are not familiar with these implica-
tions of what they are doing and that they will not usually
be troubled later on by what they have done. Yet,
their authoritative statement is in the reported opinion,
and its intrusive force may have consequences far diffe-
rent than were intended by the Court”—Paul C Weiler,
ibid., p. 66.
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All too frequently we do not
want to work out solutions; we
want to impose them. Imposition
invites laws, laws invite litigation,

and litigation invites legalism.

institutionakises and channelises thal conllict.
Collective bargaining agreement ~is an armed
truce in a continuing struggle, yet the armistice
line has not been put on the map™. 2

To the legal positivists a contract 15 a self-
sufficient document: in their view, once the
conceptual distinction i3 made between the
matters of rights and matters of interests, bet-
ween the substantive and procedural issues.
hetween issues of interpretation and issues of
anforcement, the question of application of con-
tract is a straightforward function. But thes
either fail to appreciate or at least underesti-
mate the inevitable and imperceptible blend of
these issues and concepts in the everyday work-
ing refations between the parties. In industrial
relations, when and where the formal barsain-
ing for the signing of an agreement ends. the
informal bargaining and the fractional agree-
ment making begins. In industrial relations
what is “unofficial” or “non-contractual” or
-extra-contractual™ i3 not necessarily unreal”
or “illegal”™: many times the “uncfficial” is more

significant and vitai eperationally than the
~official”. So far as the local industrial rela-

tions director and the union leaders are concern-
ed, these activities arc not invalidation but opera-
tionalisation of the agreement.

i ‘
51. Archibald Cox, ““Reflections Upon Labor Arbi-
tration’, Harvard Law Review, 12, 1959.

CANADIAN INDUSTRIAL RELATIONS

To a legal positivist, what has been said in
the preceding paragraphs about negotiating and
administering an agreement might appear to
reduce the whole system of industrial relations
to lawlessness, non-contract and non-ratjona-
lity unless the question of rationality is con-
sidered in a concrete socio-economic context.

“Perhaps the only way to aveid, or clanty
these complexities 1s to use the term rational
in conjunction with appropriate adverbs.
Then a decision may be called ‘objectively’
rational, if in fact it is the correct behaviour
for nusimizing given values in a given situa-
tion. 1t is “subjectively’ rational if it maxi-
mizes artainment relative to the actual know-
ledge of the subject. It is *consciously’
rational to the degree that the adjustment of
means to ends is a conscious process. 1t is
‘deliberately” rational to the degree that the
adjustment of means to ends has been deli-
herately brought about (by the individual
or by the organization). A decision is
“organizationally” rational if it 1s oriented
to the organizations’s goals: it is ‘personal-
ly" rational i it is oriented to the individuals

aa

goals."*

The conlusion of “rationality” beconcs con-
founded inindusirial relations because " ni.niage-
ment”™ is predominantly an ecconomic-oricnt-
od organisation while the “union™ is predomi-
nantly a “political™  organisation;*
large the former “‘acts’™ and the latter
The guestion of economy, efficiency.

by and
reacls .
stability

22, Herbert A Simon, Administrative Behavior
A Studv of Decision-Making Processes in Administration
Orgunization ; The Free Press, New York, 1965, p. 76
and 77.

23, This statement is insufficient to explain what
goes on between union and management in certain service
sectors and publicsectors; fora distinction between public
and private sector collective bargaining see: Thomas M
Love and George T Sulzner, “Political Implications of
pPublic Employes Bargaining”, Industrial Relations,
(Berkeley), Vol. IT, No. I, February, 1972, pp. 18-33.
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and predictability are viewed differently by these
two social groups. In their continued actions
and, reactions the matters of law, of fact, of
procedure. of substance, of policy, of adminis-
tration—all overlap and intermingle in a given
industry and at a particular plant. When *poli-
tics and economics confront one another.
when such confrontation is brought before a
“court of law™, the legalistic dissection begins
tn order to isolate the “pure” guestion of law
from the stated intermingling of issues. To
put it bluntly, a verdict is arrived at by isola-
ting the issue in dispute from the total context,
without much appreciation either of the nature
of the collective bargaining agreement or of the
nature of the negotiation process.

One may not be able to appreciate the nature
of the collective agreement, unless the com-
ponents or subprocesses of negotiation are
understood.,! The first subprocess is distri-
butive bargaining, its function is to resclve pure
conflicts of interest. The second. integrative
bargaining, functions to find common or eom-
plementary interests and solve problems con-
fronting both parties. The third subprocess is
attitudinal structuring, and its functions are to
influence the attitudes of the participants te-
wards each other and to affect the basic bonds
which relate the two parties they represent.
The fourth subprocess, intra-organisational bar-
gaining, has the function of achieving consen-
sus within each of the interacting groups.

The key questions for the negotiator in the
above four processes, respectively, are:  What
commitment pattern should be employed in
distributive bargaining? What degree of open
communication should be used in integrative

24, Richard E Walton and Robert B McKersig,
A Behavioral Theory of Labor Negotiatins - An Analysis
of a Social Interaction System, McGraw Hill, Toronto.
1965, Chapters I and X.
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The ‘enormity of legal myths’,
the antipathy of common law
toward union and collective
bargaining, the lack of judicial
creativeness, the over-willingness
of the judiciary to jump into

the operation of the semi-judicial
industrial relations administrative
agencies and assumed sanctity of
salvation through litigation—all
combined together have made
Canadian industrial relations very
much legalistic.

bargaining? What level of trust should be
sought in attitudinal structuring ? W hat degree
of control should be exercised over the organi-
sation in intra-organisational bargaining? How,
then, are these four questions interrelated?
The question of rationality—objectively
rational, subjectively rational, consciously
rational, organisationally rational and personal-
ly rational—should be considered in the light
of the above processes and behaviours. The by-
product of these processes and behaviours is the
“agreement”. All these complexities compel the
parties fo keep the written agreement as flexible
as possible, given the necessity for fractional
bargaining which is to take place while adminis-
tering the agreement.

The sirength of a labour contract lies in its
weakness as a legal document. According to
Peter Seitz, an arbitrator with wide experience,
“A labour contract evidences a relationship of
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employer and union, there are many reasonable
expectations that are indulged ard assumed—
expectations which if sought to be expressed in
a document mught lengthen it unduly and in
any event, might better be left unsaid. The
‘labour contract’, typically, is a document with
very expressive silences, On some occasions
the fact that it is customary to include a certain
kind of provision and that the parties have not
done so might, in itself, have significance. The
supreme test of the arbitrator’s art i1s to read,
interpret, and apply the cold words of the con-
tract and then to know when it is suitable to
consider other unexpressed circumstances and
conditions as appropriate to a deternunation
of what the reasonable expectations of the parties
might have been when they looked at each other
in the eye, struck a bargain and signed a docu-
ment.”'2» These are Lhe reasons why industrial
jurisprudence differs somewhat from what is
normally known as jurisprudence.

Many times the vagueness of the language of
agreement may not be due to laulty drafisman-
ship by the parties but due to the inherent nature
of the collective agreement; the continuing and
dynamic relattonships between the parties de-
mand such purposive vaguenecss. The parties
want to achieve orderliness through agreement
but not deadly rigidity which would destroy
flexibility and pragmatism. This desire for
flexibility on the part of union and manage-
ment is reflected even when they make pro-
visions to have a “‘permanent arbitrator”. In
industrial relations the term “‘permanent arbi-

23, Peter Seitz, "Value Judgements in the Decisions
of Labor Arbitrators™, Industrial and Labor Relations
Review, Vol, 21, No. 3, April 1968, pp. 427-430.

26. For an excellent analysis of industrial jurispru.
dence see HW Arthurs, “*Developing Industrial Citizen-
ship: A Challenge for Canada’s Sccond Century”,
The Canadian Bar Review, Vol. XLV, No. 4, December
1967, pp. 786-830.
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trator’” is often a misnomer because, generally,
a provision is added in agreement to the effect
that he is to *'serve until the termination of this
contract, provided he continues to be acceptable
to the parties”. Hence some “‘permanent”
arbitrators have found their tenure to be very
impermanent.

The ud hoc as well as the impermanently-
permanent arbitrators know (but our judges
do not seem to know) the fact that union and
management are a peculiar kind of adversaries.
It is normal for adversaries to expect and fight
for a victory in a case before an arbitrator or
a judge. This is not always true in industrial
relations, LUnder particular circumstances, one
of the parties to an industrial relations dispute
does worry more about the nisks of winning
than losing. This desire to lose is caused by
one or more of the following factors: internal
umion politics, staff-line conflicts within mana-
gement and possible adverse effect of a victory
on future bargaining,2’

In most other types of disputes belween
groups or individuals, once a judicial verdict
is made, the parties to the dispute depart and
may not meet each other ever again. On the
other hand, the winncr and tke loser in an in-
dustriai dispute, invariably have to go back
together, face each other and cooperate produc-
tively in their common venture. In this sense,
a union-management contract may even be
more binding and iong-lasting than many matri-
monial contracts, given the increasing rate
of divorce. The relation between union and
management is not purely and exclusively eco-
nomic; it is a combination of socio-economic
and political faclors.

27. For further elaborating of these circumstances
see Sumnar H Slitcher et al, The fmpact of Collective
Bargaining on Management, The Brcokings Institution,
Washington, D.C., 1960, pp. 799-801.
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Once legal positivism takes root in indystrial
relations, the bargaining process is bound to
reach a deadlock stage more often: the draft-
ing of an agreement will be extremely laborious.
legalistic, protracted and even futile. Agree-
ment clauses will tend to become more and more
detailed with a concomitant ‘shrinking elbow
room available for compromises. When the
hair-splitting, jargon-ridden. doctrinal and nine-
teenth-century-precendent-bound interpretations
of such a document takes place in u court, it
is bound to be a national nightmare.

The operational and behavioural implica-
tion of an elaborate and legalistic contract at
the work site seems to be more damaging and
demoralising than what happens at the court.
When extensive rules are made and enforced.,
the supervisors, the union representatives and
the employces may not have much scope for
mutual and on-the-spot accommodation and
compromises. In fact. it will be almost impossi-
ble to distinguish between “‘working” and
“working to the rule”. Qperationally, under
these circumstances, there will be predominance
of the letter over the spirii of the contract.
The contract becomes a defense mechanism for
everyday legal non-cooperation between the
parties.

Conclusion

Whenever a pariicular profession or instity-
tion gains a special status in. society, there is an
inevitable tendency for it to fall into instity-
tional inertia and surround itself with profes-
sional mysticism. The teaching profession and
higher educational institutions in the 1960s
were rudely awakened from their inertia and
mysticism. In all probability, for the legal
profession and judicial institutions. the 19707
will be a period of soul-searching. Industrial
relations may not be the only field which is
suffering from, what Paul Weiler would call,
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the traditional, inarticulate, legal positivism
of Canadian lawyers and judges.

" Law, by its nature, never changes as rapidly
as the rest of our social habits: its need of
certatnty and stability always makes it lag
behind the substantive requirements of a
given pericd. By its nature, again. it is
tough and technical: it is difficult to arouse
public opinion either to the consciousness
of 1ts inadequacies or to the knowledge
of how these may be repaired. Its practice
is a mystery which rarely yields its secrets
to the outsider : and its habits are deferded
by a trade union of experts more power-
ful. ... than any other defensive association
in the modern world. Tt is an arduous task
even to understand the operations of the
legal system. Tt is naot, therefore, a matter
for wonder that men should be satisfied
with that which does not seem to provoke
public outery.”'#8

We are entering into the second Industrial
Revolution but our mental habits and institu-
tions are still based on the principles and re-
quirements of the first Industrial Revolution.
Our capacity for social innovation is far behind
that of technical innovation. We need some-
thing more than a Bentham 1o goad his fellow
lawyers and members of the bench into a re-
consideration of legal foundations.2 [

28. Harold J Laski, Studies in Law and Politics,
op. ¢it., p. 277. -
29. In his Fragmens on Government, Bentham had
paid the following respect 1o lawyers and he pursued them
throughout u long life with a reformer’s rancor
"A passive and enervate race. ready to swallow any-
thing, and to acquiesce in anyvthing; with intellects
incapable of distinguishing right from wrong, and
with affects alike indifferent to either; insensible,
short-sighted. obstinate: lethargic, vet liable to
be driven into conrvuisions by false terrors; deaf
to the voice of reason and public utility: obse-
quious only to the whisper of interest, and to the
beck of power.”—<ited in George H. Sabine, 4
History of Political Theory. Holt, Rinehart and
Winston* Third Edition* 1961, p. 683.



Distribution Channels

MPC Shetty*

Distribution costs form a major part of the selling cost of a product and any economy effected
can bring down the total selling cost resulting in a cheaper price. Distribution channels are an
important link between the internal organisation and the economic environment. Tbis link is as
logical and pertinent an extension of the production unit as arms and legs are of the human body.
The author discusses the various distribution channels and the changes that are undergoing
in India. indicating the dynamic nature of a distribution system.

DISTR!BUTION channels are the various outlets

through which goods pass so that they may
reach the ultimate consumer in the right quan-
tities at the right place. Even in a very small
business, it is necessary to have outlets to achieve
fundamentally two objectives

(1) to supply goods to the largest number ol
consumers in right quantities; and

{2) to make these goods conveniently avail-
able to the consumers,

In the Indian situation these sales outlets
are mainly agents, stockists, wholesalers, dis-
tributors, the manufacturer’s own shops, re-
tailers and street vendors.

Distribution channels are usually considered
as separate and different from the organisation
and not as a part or extension of it.  However,
this important link between the internal organi-
sation and the economic environment is as
logical and pertinent an extension of the pro-
duction unit as arms and legs are of the human

body.

*Manager, Glaxc; Laboratories {India) Ltd., Okhla,
New Delhi-20.

Marketing peaple and company  adminis-
trutors whose thinking has bcen oriented to
the internal organisation gre responsible for
fostering this unnatural and unpreductive gulf
between the organisation and their distribution
channels. An encouraging feature in this res-
pect is the recently-developing tendency for or-
ganisations to discuss their policies and plans
with their distributors, thus giving them the
long-denied status of partners in a joint effort.
This changing attitude is evident also in the
way regular distributors” meetings that are now
organised by varjous companies at frequent
intervals,

Distribution I'rends

During the past few vears distribution chan-
nels have been undergoing ccnsiderable changes
in India. These changes are a positive indica-
lion of the dvnamic nature of the distribution
system as a whole.

There are many reasons why changes have
taken place in the distribution channels. Fore-
most among them hus been the everpresent
inflationary condition in the country. In addi-
tion, an increasing sophistication in product
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design and style has played 1ts part together
with trends of urbanisation among the popula-
tion. The significant changes that have taken
place are ;

(1} Functioning ot sales cutlets
(2) Extension of product-lines handled
{3) Drive for greater margin

{4} Size and location ol outlet,
1. Funetioning of Safes Qurlers

Traditionally the whotesalers or distributors
played the rele of financiers to the producers
and in some cases to the retail units, Their
selling activity was confined more or less to the
delivery functien. Both these aspects have
undergone change. Their role as financiers
particularly to the manufacturing organisations
has diminished considerably and the delivery
function is being gradually replaced by a greater
responsibility for promoting and effectively
distributing the preducts. The impact of these
developments, which are indeed of a progre
sive nature, will take time to be felt but one
cannot deny the fact that a start has been made,

2. Extension of Product Lines Handled

Both retailers and wholesalers (particulariy
retailers). have been extending their product-
lines. In fact it is becoming more and more
difficult for the manufaciurer to select the parti-
cular type of sales outlet that will suit his pro-
duct because practically all types of products
are finding their way into = (vpes of sales out-
lets. Itis not unusualtc ! wd a cigarette vendor
at the street-corner carrying househeld remedies
like digestive tablets and headache pills.  This
new development, arising out of the cugerness
of the retailer to earn more money. means o
the manufacturers that the selling efforts ot
the wholesaler or retailer will be spread over
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a large number of products. A concentrated
effort on the part of the retailer to sell one, two
or a maximum ot three product-lines can no
icnger be expected.

3. Drive for Greater Margin

A drive for greater marginis dringing forth
products with distributors’ and retailers” own
brands. Even in a relatively-small store in an
average town in India it will be found that the
retailer has arrangements with soemeone 1o re-
pack various products in small or convenient
packings under his own brand. Or. there mav
be some arrangement with a local cottage type
of manufacturing unit for supplying commedi-
ties like ground cendiments and dried vegeta-
bles, etc., with the retailer's brand-name, These
are the things which suggest the type of changes
that are forcing the retailers and wholesalers
to diversify their activities into areas which give
them greater margins. In the time to come,
with the type of industrial growth India is fol-
lowing, one can expect to see a greater growth
of this tendency with retailers and wholesalers
coming into the market with their own brands.

4. Size and Location of Sales Outlets

With the extension of the product-line, it
is logical to expect that more storage and shelf
space is needed. Apart from this fact, greater
attention is now being given to window display
and shelf decoration. They increase the need
for more space, resulting in bigger stores. If
the population had been stalic and had ot
spread beyond the city boundaries, it was pos-
sible that the size of the stores would not have
much expanded. But with urbanisation and
the population spreading miles and miles be-
yond the city limits bigger stores with a larger
number of product lines, shopping and speciality
goods under one roof are becoming popular.
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Selection of distribution
channels depends on the type
of product to be marketed
and the extent of penefration
into the market that the
manufacturer would

like to achieve.

If the producers understand the changing
nature of the sales outlets, they will recognise
the need for frequently reviewing their distri-
bution arrangements, But very often the attitude
is “Our distribution system has worked well for
the last 15 years: where is the need for us to
review or to change it?” Perhaps it cannot be
disputed that the distribution system in practice
for the last so many years has been highly pro-
fitable but in view of the changing conditions a
review can suggest alterations which may
bring in greater efficiency and profits to the or-
ganisation.

Tvpes of Existing Channels

There are numerous types of sales outlets
which can be classified as distribution channels.
As seen earlier. with changes in the social and
economic conditions, distribution systems under-
go considerable change. The growth of ftreet-
vending establishments into small shops in
rural areas and small shops into big stores or
department stores in urban areas strongly sup-

ports this fact.

DISTRIBUTION CHaNNELS

The foliowing are some of the popular dis-
tribution channels in the country :

(1) Strect Vendors

{2) Shops

(3y Mogbile Stores

(4} Manufacturers’ Stores

(3) Coonerative Stores
{6) Department Stores.

On the wholesale side the distribution ehannels
are :

(1) Agens and Brokers

(2) Stockists

(3} Distributors

(Y Wholesalers

The selection of distribution channels de-
pends on the type of product to be marketed
and the extent of penetration into the market
that the manufacturer would like to achieve,
Broadly speaking, in this respect. the following
classification is normally made

(1Y 1ndustrial Goods
(2) Consumer Goods

Consumer goods are further sub-divided into
the following areas :

(11 Convenience goods
{2} Shopping items

(3+ Speciality goods.

Industrial Goods are defined as goods which
are destined to be sold primarily for use in pro-
ducing complex or rendering services as con-
trasted with goods destined to be sold primarily
to the ultimate consumer They include equip-
ment and accessories, component parts, main-
tenance, repait and operating supplies. raw
materials. fabricating materials,

Relativelv few goods are exclusively indus-
trial goods. The same article may, in one set
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of circumstances, be industrial goods and ynder
other conditions consumer goods.

Consumer Goods are defined as goods des-
tined for use by the ultimate consunier or house-
hold in such form as can be used without
commercial processing.

The classification of consumer goods into
further areas has to be well understood since it
can have a considerable effect on the selection
of the distribution channels, It may, however,
be added that these classifications are not
watertight and that these tend to converge into
each other . in vartous ranges of
products.

respeet of

Convenience Goods are defined as those
consumer goods which the customer purchases
frequently, urgently and with a minimum of
effort in comparison and buying. Examples of
merchandise customarily bought as convenience
goods are tobacco products, soaps, newspapers,
magazines, razor blades, electric bulbs, etc.

In this definition particular attention needs
to be paid to the words frequently, urgently and
minimum effort. Whenever a customer needs
any of the items under convenience goods he
is inclined to make the purchase immediately
from the nearest accessible store or outlet.
Since the unit price of such items is more or less
small, the consumer does not mind paying a
little extra if it is made available to him in
quantities which are convenient to him and at
the time and place he requires.

Shopping Goods are those consumer goods
which the customer in the process of selection
and purchase characteristically compares on
the basis of suitability, quality, price and style,
Examples of these goods are furniture, used
cars, domestic appliances, etc,
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It may, however, be emphasised that g given
article may be bought by one customer as shop-
ping goods and by another as speciality goods
and by yet another as convenience goods. The
general classification depends on the manner
in which average or typical buyers purchase,

Speciality Goods are those goods with
exclusive characteristics and/or brand identi-
fication for which a significant group of buyers
are habitually willing to make a special pur-
chasing effort. Examples of these are photo-
graphic equipment, household electrical gadgets,
etc. Inrespect of these goods price is not usually
the prime factor in consumer choice but the
special -characteristics of the product desired,

From the above it can be seen that consumer
goods are basically of three types :

(1) Those which the consumer may nced
in small units but needs immediately
from easily accessible outlets;

those for which the consumer is inclined
to make special visits to the central
markets and where the exact nature
of the articles to be purchased is not
clearly defined in advance. These pur-
chases are not urgent and the purcha-
sers are inclined to postpone buying
them to suit their convenience.

2)

Those where the consumers more or
less know what they are going to buy
with the usual brand influence on their
minds. They will go to the speciality
shops and purchase their preferred
brand.

(3)

From these data one can arrive at the safe
conclusion that the convenience goods need to
be distributed widely, and the shopping and spe-
ciality type of goods through display stores
which are patronised by diverse types of custo-
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mers. Usually such shops are situated at well-
appointed central locations. but sometimes it
will depend upon the type of goods. Such lines
as sanitaryware, for example, which, though
they can be classified as speciality, may have a
store removed from the shopping centre and be
located in an area where construction goods are
centralised.

Selection of Channels

There are numerous factors 1o be iaken into
account while selecting distribution channels.
Market trends, competition outlook and pricing
policies are some of the important factors which
will affect the decision regarding a particular
type of distribution system. By and large.
details of the following aspects are highly im-
portant :

{1y Product

(2y Consumers

{3) Market coverage

(4) Distribution work
(3 Financial limitations
16) Decision.

l. Product

The type and nature of the product to be
marketed must be considered. If it is a peri-
shable commodity like tea, tobacco, butter,
vegetables, etc., controlled and limited levels of
distribution should be sought so that the goods
reach the consumers in a fresh condition. At
times it may even be necessary to use expensive
distribution methods so as to ensuré speedy
supply to the outlets The same methods may
apply to highly fragile products like glass or
chinaware so as to reduce the handling stages
to a minimum.

However, if products are not highly peri-
shable or fragile, economies in distribution can
be effected by using cheaper fchannels even

CHANNELS

though the flon of goods may take more time.
Although stages in such cases are usually more
than in the case of perishable or fragile items.
attempts should always be made to close-
structure the distribution system by reducing
levels to the barest essentials. In this way
better control is possible and also access 1o
quicker and more reliable market feedbacks.

2 Custonier

The type of customer to whom the product
has to be sold should be studied next. Such
considerations as to what age and 1ncome
group the cystomer belongs. what sex and, In
ecertain cases, even his vocation and. religion
may have to come under survey. T

[nformation regarding which outlels are
normaily patronised by the customer for a
particular type of product and the average fre-
quency of the customers’ purchases is also of
considerable importance.

3. Marker Coverage

The distribution channels vastly differ if the
market to be covered is restricted rather than
large. Some manufacturers may like to have |
regional coverage as opposed to national cove-
rage. In such cases information about geogra-
phical market coverage is necessary.

4. Distribution Work

As in the case ol organisation. activities
have to be grouped or sub-divided. The total
distribution work should be examined, grouped
and then sub-divided for effective effort. The
organisation may decide to do a certain share
of the distribution itself with other parts dele-
gated to various channels.

Organisation of this work will also take into
account whether the distribution is required to

be wide, selective or exclusive. :
|
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3. Financial Limitations

Financial resources play a large part in the
selection of channels. 1f resources are limited,
the best arrangements mav not be possible,
This is the bane of many small industries in
the country. They produce good quality mate-
rial at a reasonable cost but are unable to market
their products through really effective channels
for want of financial resources,

6. Decision

The final decision regarding the selection
of channels would thus be taken after a close
study of a number of factors some of which
have been discussed above. The type of motiva-
tion required for the channels and then the
means for keeping these under constant review
and control along with a regular feedback
system will also have to be carefully considered.
This is an impoartant factor. particularly in an
economy where frequent changes are occurring.

Channels for Industrial Products

The definition of industrial goods has been
given earlier and needs no repetition. Normal-
ly industrial goods have a larger unit value and
are sold in bulk quantities, The manufacturers
are inclined to market these themselves. Selling
these items more often involves complicated
technical discussions with the buyers and, it is
not always possible for the manufacturers to
give such service through the distributors.

Goods of a standardised character and low
price together with those not requiring such
technical canvassing are in many cases sold
through middiemen and distributors.

Channels for industrial products, as in the
case of consumer products. are also further
classified into :

(1) Vertical type of industrial products.
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{2) Horizontal type of industrial products,

Vertical types are those which are required by
a particular industry or the same type of in-
dustry. These products have to be sold in an
intensive manner to similar types of buyers.
In such cases, manufacturers are inclined to do
direct selling themselves.

Horizontal types are those which have to
he sold to a large number of diverse customers,
For these, middlemen are useful and econo-
nical,

Distribution Costs

What are the distribution costs and which
of these costs can be transferred to other market-
ing areas requires careful consideration. The
system seems to vary {rom organisation to or-
ganisation. Some include promotional mate-
rial costs like samples, brochures, display cards,
etc., in distribution costs and others restrict their
Costs to cover only items like transport, ware-
housing and depots, etc. Alocation of costs ;s
the function which every company performs
n its own way to suit its purpose.

The terminelogy of cost accou ntancy defines
distribution costs as the cost of the process
which begins with making packed products
available for despatch and ends with making
the reconditioned returned empty packages
available for re-use.

Analysis of distribution costs is Inportant
to avoid costing inefficiencies which can use a
substantial rise in prices. Distribution Costs
form a major part of the selling cost and any
economy effected can bring down the total
selling cost, resulting in cheaper prices. Even
the location of warehouses and distribution
points have cansiderable bearing on distribu-
tion, O



Environmental Pollution: A Global
Problem

RM Advani* RD Verma** & ML Tikhe***

This paper presents a brief account of various types of pollntion occurring in the environment.

These are discussed under various headings such as:
thermal and mercury pollution (i) Air pollution (iii)

and (vi) Noise pollution.

ENVIRONMENTAL pollution, in its widest
sense, means air, water and land poliu-
tion as a result of emission of exotic gases,
discharge of industrial wastes, radioactive waste,
dwelling waste, nuisance from noise and so on.
Contamination of this type has posed a very
grave problem, particularly in big industrialised
cities with heavy automobile and air traffic. It
is felt that unless some quick preventive steps
are taken, most of these places would soon be
unfit for human and other habitation. Further,
the problem does not remain confined to such
highly industrialised cities only, because air
is not bounded by any national or international
boundaries and the confaminated air moves
swiftly from place to place. Similarly, many
of the important rivers flow from one country
to another and a river contaminated at one
place carries its effect to other places as well,
The river contamination, besides being from
industrial wastes, is also on account of discharges

S
*Principal, **Reader in Civil Enginecring, ***Lectuer in
Civil Engineering MR Engineering College, Jaipur-4.

(i) Water pollution, including oil spillage,
Land pollution, including solid waste problem

of dwelling wastes, particularly from religious
centres located by the side of Loly rivers. Many
countries arc aware of this problem and have
taken several preventive measures including
legislation to control the water pellution. It
would, however, be better if necessary interna-
tional standards are evolved and the various
countries are made to adopt the same. A
water pollution control bill has already been
passed in Tndia and steps are being taken to
adopt an air pollution control bill as well.
In U.S.A. both such bills have been passed
and it has also been decided not to use SST
planes for commercial purposcs due to their
noise nuisance,

Water Pollution

The Chief contaminants that pollute river
and lakes are municipal, agricultural and in-
dustrial wastes. A flowing river cleans itself
to some extent by what is known as the self-
purification phenomenon. This self-purifica-
tion largely depends upon the quantity of water
in the waste-receiving water-body, the quantity
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and quality of the waste being discharged, the
speed of current and the organisms present in
the receiving body of water. The discharges of
many of our rivers vary from season to season
and from year to year, and during low flows
adequate dilution may not take place. Then
the dissolved oxygen content may get reduced
to such an extent that aquatic life may not
survive. Last summer a number of fish kills
in the Jamuna river near Delhi were reported.!
Viral pollution of water due to leaking sewers
laid over water mains and the inadequate sani-
tary facilities have been responsible for the
outbreak of diseases like jaundice and typhoid.
Theriver Rhine of Europe, which passes through
many countries, is so much polluted that it is
generally referred to as the ‘notorious sewer’
of Europe.

To reduce the pollutional load on waste-
receiving water bodies, the waste is generally
treated before it is discharged into the water.
The conventional methods of treatment are -
(1) Primary: which includes provision of devices
like screens, grit chambers and sedimentation
tanks. These units mainly remove floating
and settleable suspended solids, (ii) Secondary :
which includes biological processes such as
trickling filters, activated sludge, oxidation dit-
ches and oxidation ponds. These processes
stabilise suspended as well as dissolved organic
matter present in the waste, Some countries
such as U.S.A. have introduced legistation (hat
requires primary as well as secondary treatment
of waste before it is permitted to be dischar ged
into receiving waters. But mainy countries in-
cluding India do not have any such regulation,
As aresult, in many cases, raw waste is dumped
into the water courses enhancing the pollution
problem. Water pollution problems due to
domestic and industrial wastes have been dis-
cussed in detail in many text books of Saniary

445

Engineering 2, 3, ¢, s, However, recently there
have been some cases of water pollution due to
(1) oil spillage, (ii) pesticides, (tii) mercury and
(iv) thermal pollution as well, a brief account
of which is given in the remainder of this section.

Oil Spillage

The Torrey Canyoné disaster which occur-
red in the year 1967, attracted the attention of
the whole world. Torrey Canyon which was
broken on the Seven Stones Reef off Cornwall,
split her 118,000 tons of crude oil cargo into
the sea for ten days before being bombed by
Buccaneer jets. During that time 40,000 tons
of ¢il on the sea became water-in-oil emulsion
due to wave action, which resisted combution
and tended to be self-extinguishing.

Oil pollution of the sea became a serious
problem after World War 1 when oil, increa-
singly, replaced coal as fuel. Coal-burning
ships were turned into oil-burning ones and
large flects of tankers were built to transport
crude oil to America and Europe for refining.
The Chief sources of oil pollution are both
the heavy sludges which deposit at the tank
bottoms and the tank washings contaminated
with oil and oil/water emulsions. There are basi-
cally three methods to deal with the oil that has
escaped from the tanker. It can be recaptured,
Set on fire, or can be treated with a variety of

L. News Letter, Indian Association for Water
Pollution Controel, May 1970

2. TFair, GM, Geyer,JC; ‘Water Supply and Waste-
Water Disposal” John Wiley and Sons, 1954,

3. Steel, EW.; ‘Water Supply and Sewerage’ Mec-
Graw Hill Book Company, 1960

4. Eckenfelder, WW; ‘Industrial Water Pollutieon
Control’ McGraw Hill Book Co., 1966.

5. Reoss, RD, ‘Industrial Waste Disposal”’ Reinhold
Environmental Engineering Series, 1968.

6 Pilpel, N: ‘Oil Pollution of the Sea’ Science
Journal (U.K.) Junc 1967, p. 73.
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chemicals which would make the oil, either sink
to the bottom or disperse in the sea, It has
been reported that as a result of oil pollution
of British waters, about 10,000 birds die every
year. It is feared that in the long run the che-
micals that are used to destroy the oil may prove
more dangerous than the oil itself. When emul-
sifying agents were used for 250 tons of spilt
oil in Milford Haven, nearly 309, of the fauna
in the immediate vicinity was wiped out®.
In India, a stretch of the river Ganga caught
fire a few years ago because oil from the Barau ni
refinery had gained access to the river.

Pesticides

Since the publication of Rachel Carson’s
“Sitent Spring’? which alerted people Tound
the world, the effects of pesticides are being
studied extensively. While pesticides are known
to have improved farm yields spectacularly,
they have also caused widespread destruction
of wildlife and fish. In one instance, the
application of one-half pound of DDT wiped
out the production of young salmon of the
entire years. The organochlorine group of
insecticides which includes DDT, dieldrin,
heptachlor and endosulfan is seriously blamed
for world-wide pollution. Organochlorines are
slowly biodegradable and therefore generally
are not removed effectively in the conventional
treatment Processes.

Mercury Pollution

Mercury is another contaminant which is
causing concern. It has been found that ordinary
mercury gets converted. through complex reuc-
tions in water, into deadly methyl mercury.
Minute amounts are picked up by the micro-

7. Carson, R., ‘Silent Spring’ Houghton Mifflin Co.,
Boston, Mass, 1962,

8 News Letter, Indian Association for Water Pollu-
tion Control, Sept. 1970.
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organisms on which small fish feed. These
are later on consumed by predatory fish. Such
sea fish, primarily are tuna and sword fish,
large quantities of which arc canned after pro-
cessing?, One family in New Mexico was
seriously poisoncd because of eating mercury-
contaminated food'. In the Minimata Bay
region of Japan, neurological disorders were
caused among many people and 41 peopie
were killed due to eating fish contaminated with
mercury!’. A complication of the matter is
that the tolerance level for mercury has not yet
been discovered. Oceans and rivers have been
contaminated with mercury due to large scale
industrial waste dumpings. Through investiga-
tions it has been found that the most serious
offenders are paper production companics which
use organo-mercury compounds for the pre-
vention of slime formation and also chemical
industries which use mercury to separate chlo-
rine from brine solutions.

Thermal Pollution

It is felt that thermal po'lution which 1s
caused by waste heat being discharged into
lakes. streams and seas by industrial activities,
is having adverse effccts on the populations of
fish and other organisms that live in these waters.
Steam electric power plants, either fossil fueled
or nuclear, circulate huge amounts of cooling
water through condensers, to extract waste heat
from the steam leaving the low pressure side of
the turbine. When this circulated water car-
rics waste heat into the receiving waterbody it
is transported by turbulent mixing and advec-
tive processes, and at the same time is dissipated,
at the water surface, to the atmosphere. Mete-
orological conditions and the hydrodynamic

e ewa e
9. Times of Iudia, 23.12.1970.
10. News Letter, Indian Association for Water Pollu-
tion Control, Nov. 1970.
11.  Science Today, Qct. 1970, p. 37.
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characteristics of the waste heat receiving water
body determine the distribution of water tem-
peratures'®.  When the temperature of a
waterbody is raised beyond a limit, certain
adverse effects may result in aquatic life. These
can be listed as (a) Metabolism of the organism
is speeded up. It may, in certain cascs, cause
death (b} Susceptibility of the organism to dis-
case Or poisoning increases, Sometimes a
poliutant that is harmless at a particular tem-
perature to fish becomes fatal when the tem-
perature is increased. (c) Ability of the organism
to catch food reduces. (d) Reproduction of the
organism is hampered, In addition to these
specific effects, the interdependence of different
species in the ecosystem of a water makes it
sensitive to temperature changes. To meet the
problem of thermal pollution. Dallaire!® has
suggested the following ways :

(i) To pass the heated water through cool-
ing ponds, spray ponds or cooling to-
wers before disposing it into the water,

(it) To reduce the amount of waste heat by

improving the efficiency of power gene-

ration,

(i) To utilise the waste heat, and

(iv) To manage the receiving waters for

decreasing the harmful impact of heated

water.

Merriman!t is of the opinion that the term
‘thermal pollution® is  misleading because it
means that any amount of heating is harmful.

12.  Edinger, JE.. and Geyer JC; ‘Analyzing Steam
Electric Power Plant Discharges’ Journat of Sani-
tary Eng. Division, American Society of Civil
Engineers, Vol. 96, Year 1968, 1. 6l11.

13.  Dallaire, EE., *“Thermal Poljution—threat
draw nearer® Civil Engineering, American Society
of Civil Engineers, October 1970, p. 67.

14. Metriman, D., ‘The Calefaction of a River
Scientific American, May 1970, p. 42.
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In the case of Cunnecticut river, he has found
that heating is not causing any harm. Tn such
cases he feels that the term “Calefaction” would
convey the meaning more correctly because
calefaction simply means state of being warmed.

Air Pollution

Pollution of air poses a different problem as
compared to that of water. Once the pollutant
is released into the atmosphere nothing can be
done; dilution takes place only when natural
air currents take away with them these emis-
sions. The sources of air pollution are indus-
tries, automobiles, domestic fuel burning, steam
locomotives etc. The different pollutants that
are emitted by these sources are quite large in
number. Smoke, dust particles, carbon mono-
xide, carbon dioxide, oxides of nitrogen, sulphur
dioxide and unburnt hydrocarbons can be cited
as a few examples. During discussions on
‘Protection of the Environment® at the Second
World Congress of Engineers and Architects
in Tsrael held at Tel Aviv from 14th to 23rd
December, 1970 the following example was cited,
by Robert Feuer, an American engineer :15

“In 1968 vast amounts of smoke, fumes,
gases, steam, dust and other contaminants have
caused the death of numerous personsand under-
mined the health of a great many town dwellers,
especially by causing respiratory disturbances.
The city of New York is often enveloped in a
heavy fog, composed of vartous poisonous sub-
stances, called ‘smog’. Tn Los Angeles the city
is covered by such a fog almost 300 days in
the year. It has been proved that jet aircraft
which fly over the cities produce vast anount
of gases, ten times greater than the amounts

15.  Association of Engineers and Architects in
Israel, Monthly letter to overseas members.
Techaical progress in Istael No. 84-85, Tel-Aviv.,
Jamuary 1971.
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Awn increased rate of human
activity and increase in

the population of the world have
resulted in the pollution of
environment and have caused
undesirable changes in the
physical, chemical and biological
characteristics of water,

air and land.

given off by the 4 million automobiles in the
city.

“School children in Los Angeles suffer {from
various disturbances and from lack of com-
posure, when the amount of pollution in the
city’s air increases. Air pollution also reduces
agricultural yields. Analysis has shown that
polluted air contains many of the substances
found in cigarette smoke. Smokers who live
outside the city are less frequently affected by
lung cancer than city dwellers who do not smoke
at all”.

It is also believed that the appearance of
structures is damaged and their life is also re-
duced. The pollutants also attack cloth fibres
and weaken them. On the whole the life of
human beings gets reduced due to air pollu-
tion. It is claimed that the concentration of
carbon dioxide is increasing, and changing
the temperature of the atmosphere because
carbon dioxide has heat-retaining capacity.

To reduce the air pollution, checking the
emission of pollutants at the source itself be-
comes essential.  The concentration of sulphur
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dioxide can be reduced by using scrubbers. The
coal which is comparatively sulphur-free 1s
adopted for combustion. Various types of dust
collectors are used to reduce the emission of
dust particles into the atmosphere. Greenery
is maintained to decreasc the concentration of
carbondioxide. In America, automobiles are
the main source of air pollution. Some modifica-
tions are being investigated in the automobile
engine to reduce contamination.  Recently
Lear has invented such an engine's, It is a
vapour turbine machine with low emissions
hardly enough to measure. Since the combus-
tion in the steam system occurs outside the
engine, the fuel is burnt at a steady rate, emitting
little of chemical residues that pollute the air.
In the internal combustion engine which is
presently used in automobiles, the fuel is ex-
ploded. This gives off undesired products in
the form of incompletely burnt fuel which causes
air contamination. Cars driven on batteries are
also being tried.?

In India, the Central Public Health Engineer-
ing Research Institute has carried out a short-
term air pollution survey of Bombay, Delhi,
Calcutta and Kanpur. 1t has drawn the follcw-
ing conclusions's. 1n Bombay, where there is a
favourable breeze throughout the year, Chem-
bur-Trombay showed three to six times higher
values of air contamination than the rest of the
city. Althoughin the city as a whole the average
sulphur dioxide in the atmosphere was not very
high, there were ‘pockets’ of higher concentra-
tions in some areas. Bombay also had high
levels of sulphides which might probably be

16. Times of India, 2.1.1971.

17. Times of Indiz, 8.11.1969.

18. Yennawar, PK; Dixit, SN; Pampattiwar, VL;
Dave, JM and, Arceivala, 8J; ‘Short term
air quality surveys in 4 major cities of India”,
Environmental Health, Vol. 12 Oect. 1970,
p. 355.
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due to the marine environment and overloaded
sewage conditions in some areas. In Delhi,
the dust concentration was very high and an
average of 700 micrograms per cubic meter
was recorded compared to about 500 in Calcutta
and Kanpur, 238 in Bombay and 150 in many
western cities. Temperature inversions occur-
red frequently in the winter months from late
eveaing to early morning, resulting in accumu-
lation of contamination. There were pockets of
sulphur dioxide contamination from coal burn-
ing locomotives and industries. Calcutta was
comparatively the most polluted city. Meteo-
rologically also it had lower wind speeds and
frequent inverions. Sulphur dioxide levels
were fairly high during the afternoon and even-
ing hours. The carbon monoxide in the streets
during the busy hours were as high as those
recorded in western cities like Chicago and
New York. Kanpur was also meteorologically
similar to New Delhi and the average concen-
tration of all pollutants were comparable to
other cities. Here also, certain ‘pockets’ of
high contamination exisied.

Land Pollution

Land is polluted not only by sewage farming
(i.e. disposal of sewage on the land) and duc to
animal wastes but also because of solid wastes
disposal. In India at many places the sewage
is disposed on the land without any treatment
at all®.  The pores of the soil get clogged with
the organic matter present in the sewage, thus
changing the structure of the pores and of the
soil stratum. The pores filled with organic
matter prevent free circulation of air, thus in-
terfering with growth of plants, 1t is believed

19.  Saxena, KL; Nagbhushana, RS; Kumaran, P;
Olaniya, MS, and Nawlakhe, WG; ‘Diurnal
variation in the Physico-chemical characteris-
tics of sewage at Jaipur’ Environmental Health,
Vol. 12, Oct. 1970, p. 311.
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that this also changes the bearing capacity of
the soil,

The organic matter gets bio-degraded with
time and if aerobic conditions are not main-
tained, gives off foul odour. When the sewage
infiltrates through the soil, the dissolved organic
and inorganic matter present in it joins the
ground water, thereby causing ground water
pollution.

The disposal of solid wastes on land further
pollutes it. A very common method of solid
waste disposal is landfill. If a landfill is not
designed and maintained properly, it will pol-
lute the land as well as the ground water.

If sewage and other wastes are treated ade-
quaiely before being discharged on land and if
sanitary landfills are designed and maintained
properly, land pollution can be significantly
reduced.

Noise Pollution

Only recently it has been realised that noise is
also a sort of pollution. Noise pollution differs
from other types of pollutions in the sense that
it is not persistent, is not transported over great
distance and 1s not cumulative. Noise tends to
dic out as soon as the noise generation process
is stopped. The sources of noise can be divided
into three categories—Transportation noise,
Community noise ard Occupational noise.2°
People have started complaining against noise
pollution, also called sometimes decibel poliu-
tion. In the current hearings in Britain by the
Comumittee on Privacy, the Noise Abatement
Society said that aircraft noise was a threat to
the privacy of people living near airports. The
fact is, as the Society rightly pointed out, 400,000
people near Heathrow airport (London) are

20. *Noise—Fourth form of pollution’, Environ.
mental Science and Technology, Sept. 1970 p. 720.
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subjected to noise for about 15 seconds every two
minutes during the day and slightly less {requent-
ly during the night*. Another British noise
control consultant says that the employees of
somte 5.000 factories in his country arein danger
of becoming deaf because of environmental deci-
bel poilution. New York’s Commissioner of
air 1esources said rather dramatically, “Idon’t
give a damn about aircraft. but I care about
people” while he was supporting a bill to limit
aircraft noise to a level which would virtually
mean a death blow to the supersonic transport =
Possibly unless enginecrs reduce the take off noise
drastically, the supersonic transport era will be
delayed by some years. The seriousness of the
decibel pollution should be recognised because
the noise penetrates closed doors and even walls
of the buildings, which are neas the busy airports.
It is also true that noise in certain nerve-tingling
frequencies severely affects the health and com-
fort of people. Various methods of noise re-
duction are under investigation.

Summary and Conclusions

An increased rate of human activity and in-
crease in the population of't he world have result-
ed in the pollution of our environment and have
caused nndersirable changes in the physical,
chemical and biological characteristics of our
water, air and land. {nitially the environment is
impaired locally at or near the source of the
pollutants. However, pollution effects may per-
sist long enough 50 that the atmosphere or the
ocean circulation may spread them over the
whole earth. Thus the problem of environmental
pollution is not only local or national but global.

During discussions at the Second World
Congress of Engineers and Architects in Israel,

21. Times of India, 28.11.1970
92, Times of India, 3.1.1971.
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the American Engineer, Robert Feuer's, said
that there was little sense in engaging in plans for
a better world. when we are unable to do what 1s
needed for the protection of the environment,
Since the developing countries find it difficult to
carry out projects for such protection, it is in his
opinion necessary to find financial resources for
drawing up world plans for solving the problems
of air and water pollution. For this purpose it
is necessary to conduct international negotations,
to enter international conventions and to
mobilize moncy for world arrangements to solve
these grave ptoblems. Mr Feuer proposed to
setup a team of specialists out of the members of
the International Technical Cooperation Centre,
who could formulate proposals for dealing with
prevention of air and water pollution.

Popullution™ 15 a newly coined word. It is
formed by combining the words Population and
Poliution, referring to the pollution due to excess
population. Dr Lamont Cole, Cornell's Eco-
logy Professor, who was in India in the month
of August, 1970 said. "1 don’t know what’s
going to stop the population explosion. We
could do it by rational means. but if we do not
do it by rational means something else is going
1o do it. 1t may be famine, it may be epidemic
or it may be nuclear war, And it may be a major
upset in the environment. so that we begin run-
ning out of oxygen or something of that sort,”
Obhviously the capacity of the earth to absorb
the pressure, which is being put upon her is
lumited. Scientists are in search of new ideas
to reverse the galloping pollution, and are
concentrating on “closing the loop’. The life
support systems of the earth could be revitalised
by recycling liquid and solid wastes into new
products. 1f we meet the challenge of environ-
mental poliution boldly and sincerely, the pro-
phets of gloom and doom would not have :
field day. !

i}
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PRODUCTIVITY AND ECONOMIC
DEVELOPMENT by BN Bhattasali and
G Bhattasali; Publisheb by Asian Productivity
Organisation, Aoyama Daichi Mansions. 4-14
Akasaka 8-Chome, Minato-ku, Tokyo 107,
Japan; Pages 120.

In recent years. much work has been done on
the concept of productivity and its role in eco-
nomic growth and development, But as Mr
Morisaburo  Seki, Secretary-General of the
Asian Productivity organisation says, in his fore-
word to the Publication under review, “‘much
of what has been spoken and written has es-
sentially emanated from the economists and for
the economists—often with a considerable
amount of sophisticated academic basis,”

Mr Bhattasali has, however. in mind not the
economists as his audience (although. as the
reviewer feels they too can certainly derive
some benefit from a perusal of the publication)
but other professionals like technocrats. sozial
workers, and government officials. wha in one
way or the other are concerned with the ccono-
mic development. Within the campus of 15
chapters, the book covers virtually all the impor-
tant areas, which are in one way or the other,
related to productivity and economic growth.

A special mention may be made of the effort
made by the authors to clarify the conceptual
confusion which one comes across in the dis-
cussions on productivity, economic growth,
development, etc. Various factors which collec-
tively or individually may retard or accelerate
the productivity movement and/or the growth
process have been elaborately dealt with. That
Government. manpower. material réesources,
etc. play a key role in this change has been effec-
tively brought out. Specific areas like produc-
tivity and agriculture, productivity and small
and medium industries, etc. receive due atten-
tion. Thesignificance of international co-opera-
tion in promoting productivity and economic
growth is also equally competently stressed.

Productivity is not an end in itself. The
goods and services produced must be capable
of being sold in the market. People must have
the purchasing power and the propensity to
purchase and consume. ‘“‘Whether in agricul-
ture or industry, a much more equitable dis-
tribution of incomes would stimulate produc-
tivity, not only for absorbing enhanced levels of
production resulting from higher procductivity,
but also by providing incentives to the workers™.
In the current controversy (or rather agreement)
about growth vs. social justice the chapter on
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distributive aspect of productivity would be read
with considerable interest.

The book does make z significant contribu-
tion to the subject. However, the sequence of
the chapters is not maintained, but it turns out
to be an advantage initseif, cach chapter taken
separately stands on its own. The publica-
tion, however. is a very lucid exposition of
apparently complex issues, 1t is precisely this
lucidity of expression and simpiicity of approach
which mark the book distinct from similar
works and command a wider readership.

—KSV MEexNOXN

APPRAISING MANAGERS AS MANAG-
ERS by Harold Koontz, Published by Me-
Graw-Hili Book Company, New York, 1971;
Price § 9.95.

The yawning gap that cxists in the manage-
ment literature today is regarding the gvaluation
of managers. A good lot has been said about
performance appraisal of undertakings. A lot
more has been said about how to measure such
performance on the basis of individual factors of
production such as labour and capital. The
missing link in these exercises has been apprais-
ing the performance of managers not merely on
the basis of notional attributes to management
for whatever is not identifiuble with respect to
other factors. Residualism has characterised
apptaisal of managerial performuance for a long
time, particularly because of the inexact, unscen
nature of such performance and the diffusion of
such performanceinthat of the individualfaclors,
more manifest in terms of turning out products
or other output. This gap has becn noticed
in several contexts and vatious attempts have
been made from time to time to fillit up. How-
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ever, in the context of growing complexities of
production and the technological revolution
witnessed in the advanced countries of the West
and the USA, particularly the multiplication of
the number of enterprises cngaged in different
fields of economic activity, have together result-
ed in widening this gap rather than in filling itup.
Groping in the dark has continued for effectively
appruising managers in conditions in W hich
their good cfforts and hard work seem to show
up in the better performance of gither workers
or machinery.

The present volume is sensitive to the exis-
tence of this gap and builds up a framework of
appraising managers as managers on the basis of
recognition of this weakness. Indeed, Professor
Koontz approaches manageiial appraisal as,
in his own words, “Achilles’ heel of management
development™. Reluctance on the pat of one
manager to appraise another has contributed not
a little to the gap referred to easlier. Herefersto
the task of the manager as one of sclccting goals
and designing and maintaining an environment
that makes possible—even unavoidable—the
performance of individuals working together in
a group to attainthese goals. The manager must
act inthe light of the milieu onwhich he operates,
conditioned as it is both by the internal atmos-
phere of the enterprise and the external environ-
ment interms of economic, technological, social,
political and ethical factors. 1t is underlined
here that “to recognise and be responsive to these
various environments is 1o be responsible in the
manager’s own self-interest.” Explaining why
appraisal is the key to management, Professor
Koontz reiterates the key role of managers them-
selves in assuring enterprise success. The non-
managerial factors may result, in certain cascs,
in initial success but in the long run the quality
and vigour of management make the difference.
His mention of the requirements for any pregram-
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me of managerial appraisal will be appreciated
by many. ‘These programmes, according to
him, should measure the right things; they should
be operational and objective. These program-
mes for their success should be acceptable to the
managers whose performance is being appraised.
These programmes should also aim at improving
the abilitics and work of the managers. The
purpose of such appraisal is not only to deter-
mine how well an individual has performed but
also to suggest how well he can perform if cer-
tain conditions were established, including the
ways of rectification of the present errors,
omissions, ete,

In the light of the requirements, Professor
Koontz suggests a detailed programme of apprai-
sal of managers, including the questions to be
asked, interpretation of the answers, point-rating
etc. His examples of appraisal of performance
of managers against objectives will be found
highly relevant by managers in Indian enterprises
who are invariably confronted with such tasks
as would demand the best from executives under
them, while, at the same time, they themselves
are being watched as to their own performance
vis-a-vis the objectives that they seck to realise in
the organisation, The form of appraisal and
the practical problems to be faced in this context
are dealt with in some detail in the book. This
exercise by Professor Koontz is no delving into
theory. It isthoroughly practical and worthy of
atry inany kind of creative activity in organisa-
tions in which the tasks performed by managers
generally go by exception and there is wide-
spread feeling that the proper person is not being
rewarded for the good work done by him. The
book commends itself to Indian readers in
general, and students of management, teachers
and managers in both public and private sector
enterprises in particular.

—DRr P CHATTOPADHYAY
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TRANSFER OF TECHNOLOGY AMONG
THE DEVELOPING COUNTRIES by BN
Bhattasali; Published by Asian Productivity
Organisation, Tokyo, 1972; Pages 94,

This is a monograph in the series on ‘*Econo-
mic and Industrial Development and Producti-
vity’ brought out by the Asian Productivity
Organisation (APQ). The author, who is well-
known in the field of Productivity, is a Senior
Advisor to the APQ, having been formerly Fxecy-
tive Director of the National Productivity Coun-
cil at New Delhi.

Transfer of Technology, which at one time
was conceived in simple terms is now being
recognised as a complex process whose success
and effectiveness depends on many factors—
Cultural, Social, Poiitical and Technological,
A mere transplantation of machines from one
environment to another does not imply a transfer
of Technology which needs to be assimilated
and absorbed in the receiving system, il it is tg be
truly productive. Tnternational QOrganisations
who in the early stages of their work were con-
tent to arrange such transfers merely through
financial allecations are now recognising that this
1s not adequate and there is a need 10 probe
deeper into such arrangements to ensure that
they achieve their objectives.

The theme of the book is basically that “the
successful transfer of technology, in the ulti-
mate analysis, i$ predominantly a human pro-
blem—a man's mental and physical activity; his
emotions, his expectations, love, fear and hate,
his confidence and hope”™.  Mr Bhattasali dis-
cusses the role of Nationalism, Social Structure
and Economic Organisation for the successful
Transfer of Technology as a spark plug for eco-
nomic growth. He takes Japan, China and
India as three typical case studies of traditional
sociclies who have faced this problem eachin its
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own way. As the author rightly points out. the
greatest lesson which Modern Japan provides to
other Asian (incidentally. the author prefers to
call them ‘Asiatic’) countries is that cffective
industrialisation can take place without break-
ing uway from one’s own cultural moorings.
China and Tndia are still in the early stages of
industria’ growth but both are demonstrating
a capacity to ‘ntegrate western ideals into atradi-
tional framework without the need to accept the
‘Protestant Ethic’ which Max Weber had thoughs
was essential 1o progress.

Mr Bhattasali then goes on to formulate
some general guidelines for the transfer ot tech-
nology: firstlv. it should not run counter to the
patriotic urges and cultural pride of the people:
in fact. the author lays. what may seem Lo some.
a somewhat undue stress on this aspect but there
is no doubt that this is a vital factor inany growth
process. Secondly. the technology should be
ambitious and progressive in character—a some-
what sclf-evident proposition, except for the
references to “Intermediate’ or “Appropriate”
technology which the author dismisses casually
as of little utility and as merely attempts to ‘pelm
off* second hand obsolete muchinery on rather
‘unsuspecting’ developing countries. Such re-
marks by the author indicate tnat the concept of
Appropriate Technology (which incidentally is
not at all the same as “Intermediate” Technology)
‘s still unfamiliar to most persans since in the
very same breath he pleads that in making a
technological choice. "due regard must be given
to make them as labour-intensive as possible™
_ _which is precisely what the advocates of
Approoriste Technology say. lIntact. even his
third criteria, viz., that automation techniques
need to be highly selective 18 again in tune with
the concept of Appropiiate Technology.

Fourthly, the author pleads for the right
mental attitudes in adapting (not mere adopting)
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foreign technologies: again, technological chang-
¢s should be backed by appropriate organisatio-
nal changes and as is rightly emphasised, Pro-
ductivity and Prosperity are inter-linked through
a socially acceptable pattern of distribution of
the gains of productivity. Lastly, technological
growth must provide a stimulus to the small and
medium industry sector which forms the infra-
structure of the national economies. It is refresh-
ing to find the author champicning the cause of
the small sale sector not as a hot-house plant
that is to be protected for ever, but as a lusty
infant that must be encouraged to grow and
cease to be small

In succeeding Chapters, Mr. Bhattasali dis-
cusses the need for a proper infrastructure for the
Transfer of Technotogy to provide a suitable
base for transplanation. In doing so, one must
recognise that such transfer must have an impact
on all the sectors— the primary, which is still of
basic importance in most developing countries,
the secondary whose imporiance is growing
and the tertiary, which is as vet undeveloped
but whose importance from the point of
view of employment generation is only now
being just peiceived. The mechanism of the
transfer of technology is normally through
foreign collaboration—between individual enter-
prise or by setting up subsidaries of foreign
companies. Such collaborations. however, are
not always genuine transfers of know-how un-
less the agreements specifically provide for it
and unless some prerequisites are satisfied. A
better mechanism for transfer is throughcoopera-
tion between Institutions arranged through
international agencies.

The problems of Research and Development
and provision of technical information services
are rightly emphasised as essential to a success-
ful transfer; the author cities the example of
Japan as a model in this regard. The important
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areas of Production Engineering, Design Capabi-
lities and Working Facilities are underlined as
being vital to a successful transfer. [n fact. this
15, perhaps, the bigeest deficiency in many deve-
loping countries whose <killed manpewer is
mostly in basic sciences but far too little in appli-
ed technologyv. The importance of purposeful
training is deall with in a separate chapter where
usetul hints are given on how to organise effective
training programmes. which draw heavilv on the
first-hand experience ol the author in this field,

Ultimately, any vontinued transfer of tech-
nology depends on adequate institutional
arrangements at varions levels— national. region-
al, industry and the individeal unit. Each of these
has an important role 1o play and useful advice

is given for the establishment and operation of

such institutions. The author's plea for suitable
administrative processes which cut down delays
in decision-making wi'l be echoed by many who
have to deal with the protracted procedures ol
most  governmental agencies in developing
countries,

The subject of the book s indeed o vast onc
and onz cannot be expected 10 cover all of it
in a mere 100 pages. However, the author has
dealt ably with many facets which makes it u
thought-provoking study. The get-up of the
book is attractive. The few proof-reading
mistakes could, howewer, have been avoiled.

--DrR Ram K VEepa

AGRIBUSINESS MANAGEMENT  RE-
SOURCE MATERIALS (Vol. IIl, Fdited by
JD Drilon Jr., Published by Asian Productivity
Organisation, Tokyo, December 1971; Pages
xiv+304.

Edited by the author on beha!f of the Inter-
University Steering Commiitiee for Agribusiness
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Programmes, Philippines, this volume presents
case studies covering more advanced problem
sitiations, while, at the same time, placing the
reader in problem-solving and decision-making
environment.  Agribusiness studies provide a
whole new dimension to planning, to agricultural
development. The present study symbolises path-
breaking effort in the field of teaching, research
and assistance to econom'c decision-making
units, recognising as it does the crycial mutual
inter-dependence. The cases studied in the book
mention the real situations that occurred in firms
operating in the Philippines industries. They
might serve in honing stones for decision-making
faculties as also in replenishing the storehouse
of information a management student or practi-
tioner needs in order to develop insights of pro-
fessional value. The micro-data and the para-
meters of agroindustries do project a bigger
picture that might be relevant for other Asian
countries as well,

Broadly, the livestock, poultry and corn in-
dustries of the Philippines have been examined in
intensive case studies of as many as 15 companies.
Anagricultural industry takes a wide assortment
of economic linkages and processes to move
the product from the basic resource stage to the
final consumer., Numeious firms of varying
sizes and ownership are marketing  food
and other agricultural products, and they operate
in a maze of complicated considerations and
circumstances. Usually characterised by perindic
price fluctuations, the agribusiness system is
consumel-oriented inasmuch as the activities
of farm suppliers, farmers, wholesalers, proces-
sors, retailers, government or private research
institutions and other participants are all geared
toward satisfying the ultimat 2 consumer. Indeed,
the efficiency with which an agribusiness
System can meet the needs of the consumer
depends on how effectively its components can
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coordinate, integrate and perform the various
functions invelved in a commodily flow.

Analysing the case histories of firms engaged
1n cattle industry, it was found that meat produc-
tion lagged behind consumption requirements.
Cattle production in the 7100 islands of Philip-
pines is carried on either in small units or
commercialised ranching business. Beef cattle
specialists have endorsed the idea of developing
the beef cattle industry through improved
quality herds developed domestically from gene-
tically tested foreign breeds. Now there 1S a
growing recognition for meat processing plants
to act as a catalyst in order to make possible
the integration of production and marketing
activities in the industry.

As for the corn industry, it provides the staple
food of about 21 per cent of the populat’on of the
country. Cornis used inthe form of corn grits,
green corn, canned sweet corn, corn flakes, food
shortening, Syrup, cream, popcorn and bakery
products. The analysis shows that shifts are pccur-
ting in the food consumer markets toward a
less percentage of the population taking to corn.
Corn grain prices have followed more or Jess the
same pattern since World War II. They have
fluctuated from peak to peak and from trough to
trough every 2 to 3 years. However, prices of
corn grains are far below rice prices. The prices
received by farmers and the spread between farm
prices and retail prices for corn are affected by
location, timing and levels of corn harvests,
government support prices, availability of
support-price funds, transportation facilities, the
market information system, and the efficiency of
marketing organisations. ‘“‘Changes in these
influence-factors could change the structure and
behaviour of corn prices and could inhibit ot en-
hance corn production.” Animportant observa-
tion made is that increase in production cannot

BOOK REVIEWS

be expected to come from hectareage unless some
areas presently cultivated with rice are converted
{o corn. Tt has been found thet the Jocal market
for corn for human consumption had been in-
creasing alongside with the population, protably
at the rate of 3.2 to 3.4 per cent annually. And
then the opportunities of increase in animal
feed and starch markets, both in the Philippines
and abroad, have to be taken into consideration.

In order to provide manageral service to
agro-industries, a firm called Agro-industrial
Management Company was incorporated in 1967
with the main object of bringing about self-
sufficiency in rice industry, The case pertaining
to this company has been elaborately handled in
this book. Its functioning reveals that *“What
impresses the farmer 1s not so much yield per
hectare as it is yield per hectare at what cost in
terms of labour and additional material inputs.”
Editor Drilon Jr. very rightly points out that
dramaiic demonstrations produce dramatic
results only if farmers find the new variety
or mew practices Jocally adaptable and ¢co-
nomically profitable when transferred to the
farn. Otherwise, we have a successful demons-
tration but no adoption, just as in the medical
world, they say: ‘The operation was 4 Success
but the patient died.’

— Navmn CHANDRA JOSHI

MANAGEMENT OF ORGANIZATIONAL
BEHAVIOUR—UTILIZING HUMAN RE-
SOURCES, by Paul Hersey and Kenneth H Blan-
chard, Second Edition, 1972, Prentice-Hall of
India, Eastern Economy Edition; Pages 209;
Price Rs 12.00.

The rapid growth of concepts, insights, and
empitical rescarches in the field of manage-
ment poses a problem of integrating them into a
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systematic and meaningful pattern. The classi-
cal approach to do so was to utilise Fayol’s
framework of managerial functions, viz. Plan-
ning, Organising, Motivating, Controlling and
Coordinating. A large number of text books have
been written on thuse classic lines, which draw
heavily on logical approach to managerial func-
tions. Attempts have been made to develop a
theory of management and arrive at “principles
of management” through this approach. Such
“principles” have been challenged by several
Behavioural Science research findings based on
empirical studies.

The growing richness of Qrganisational Be-
haviour as a body of knowledge has been in-
creasingly incorporated in Management theory
and it is enabling a deeper understanding of
human motivation, leadership effectiveness, and
organisational health. As a result a new theory
seems to be emarging, which has a more sound
empirical base and in which there is greater
component of Behavioural Science findings,

The book under review is one of the several
trecent efforts to synthesise various concepts and
theories into a systematic concegtual frame-
work. The authors describe this book as an
effort in ““Synthesising... significant behavioural
findings into conceptual frameworks to help the
manager understand why people behave as thev
do and to increase his effectiveness in predicting
future behaviour”, The authors have also men-
tioned that in this second edition of the book ‘we
move into how a manager can direct, change,
and control behaviour’,

The book can be described as a Super-bazar
of management concepts and theories. Tt hardly
leaves out any well-known American study having
bearing on Management field. But the attempt
to integrate these studies into a systematic and
well-knit theory has been consistently followed,
culminating in the ‘Life Cycle Theory of Leader-
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ship and Motivation’, propounded by the
authors,

In spite of a very wide coverage of concepts,
the book is highly concise and easy to read, and
the attempt at integration is fairly effective. In
the latter part of the book however, one begins
to feel that the authors are trying too hard to
fit in various theories related to altogether differ-
ent sets of phenomena into one single framework.

Although the authors do not claim much
originality, there is no doubt that their co nceptual
framework to integrate so many different theories
relating to motivation, leadership and change
process is a valuable contribution. This book has
an additional value in making available to the
exécutive, and the student of management, a
concise book covering a large inventory of con-
cepts in management. At the same time, the
authors have tried to demonstrate applicability
of concepts and theories to practical situations,
without which management theories do not have
much appeal to the tough-minded manager.

There is a conspicuous absence of coverage
in the book of the studies done in Great
Britain and the Continent and several other
countries, except for very casual references to a
few of them. If this limitation is kept in mind,
the book may be utilised as a text in manage-
ment courses and training programmes, along-
with other supplementary material.

— DR ABAD AHMAD

AN INTRODUCTION TO PROBABILITY
THEORY AND ITS APPLICATION, VOL.
I, by William Feller, Published by Wiley Eastern
Private Ltd., New Delhi; Pages 509; Price Rs
16.50.

Th's is a standard text book on the theory of
probability. The subject is treated, using the
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notion of sample space. The volume is restric-
ted to discrete sample spaces. Probability has
been dealt with in this book as a self-contained
mathematical subject. But anattempt 15 made to
describe the empirical background and indicate
the wide field of applicability. The book begins
in an elementarv way but is developed sufficiently
to include advanced topics like Branching
Process, Markov Chains and DeMoivre—Lapla-
ce’s Theorems. This book will be very useful for
all readers interested in the theory of probability.

—BK SARKAR

MODERN PROBABILITY THEORY AND
ITS APPLICATIONS, by Emanucl Parzen;
Published by Wiley Eastern Pvt. Ltd., New Dethi;
Pages 464; Price Rs 19.50.

“Modern Probability Theory and its Applica-
tions” is meant to provide the student the re-
quired background and confident techniques for
solving probability problems. The reader is
taught how to go about formulating probability
problems in a mathematical manner to facilitate
solution by adopting routine methods, While
doing so the author has tried to present aspects
of modern probability theory in such a manner
as to suit students who do not have knowledge
of advanced mathematics needed for following
rigorous discussions.

The ten chapters in the book are broadly
divided into three parts, the first six chapters
requiring only a grounding in Calculus, the next
two Tequiring slightly more mathematical back-
ground and the last two involving some rigorous
derivations. Each chapter is divided into several
sections, each section having a number of exam-
ples and practical exercises (theoretical exercises
also added in some sections), answers to odd
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numbered ones among these being added at the
end of the book. The author states in the Pre-
face that answers to even numbered ones are
available in a separate booklet. Over 160 examp-
les, (the urn with balls of different colours has
been ysed liberally in the examples), 120 theoreti-
cal exercises and 480 other exercises are distri-
buted as between the different chapter sections,
most of them, particularly the examples being
concentrated, as is to be expected, in the first few
chapters meant for the beginners.

Inthe first six chapters, the author has cover-
ed all that a beginner should know of modern
probability theory. Having described random
phenomena, the author, in Chapter 1, deals with
sample description spaces of such phenomena
and introduces probability as a function of
events on such a space. Giving the intuitive
description of an event the author goes on to
define the same as a subset of the sample desctip-
tion space and discusses the calculus of events.
Sampling with or without replacement is intro-
duced in Chapter 2 whereafter the beginner is
told how to formulate problems arising in appli-
ed probebility theory mathematically. The
notion of independence and dependence is dis-
cussed in detail in Chapter 3 in the later sections
of which the concept of Bernoulli trials and
theory of Markov chains have been dealt with.

Chapter 4 deals with the theory in cases
where the sample description spaces of random
phenomena are mnot necessarily finite. Intro-
ducing the notions of numerical valved randcm
phenomena and probability functions the author
tells how the former is described by specifying
its probability function. The probability mass
function, probability density function, distribu-
tion function and different probability laws
are discussed in the Chapler. The average,
expectations and moment generating functions
are dealt with in Chapter 5, a later section of
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which deals with the Law of large numbers. A
table showing a varicly of probability laws and
their means and variances is included in this
Chapter. The normal Poisson and related pro-
bability laws are discussed in more detall in
Chapter 6, establishing the relationships also
where applicable. At the end of the book,
tables of normal, binomial and Poisson probabi-
lities are added.

Chapters 7 & 8 are devoted to a somewhat
rigorous definition of the notion of a random
variable and a rigorous treatment of functions
of random variables, probability laws of such
functions and expectations.

The last two chapters, namely, chapters 9
and 10 which expect a higher standard of mathe-
matics for the reader, deal with rigorous deriva-
tions of the law of large numbers and the central
limit theorem using the characteristic function
of a random variable as a major tool.

The treatment of the subject in the book is
uniformally good and the notions used as well as
derivations quite casily understandable. As the
author claims in the Preface, it has been his aim
to achieve a symbolism that is self-explanatory
and that can be read as if it were English. The
objective of giving a good grounding in Proba-
bility has been more or less fully achieved in the
first few chapters. There are, however, a few
sections which could have been elaborated a bit
more from the point of view of the beginner, one
such being section 1 in Chapter 4 where the
author discusses probabilisable sets,

The large number and variely of examples in
the book amply illustrate the different situations
and the manner in which the Theoty 1s appli-
cable. Also having dealt with different aspects
in good detail, refcrences are given where the
reader could find more details if needed. At a
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few places the author has brought in a few con-
tradictions also to tell the student that tke theory
has to be used after carefully pondering whether
the hypothesis of the theorem may be assumed
to be satisfied in the particular situation.

—DR G RAMACHANDRAN

PERSONNEL MANAGEMENT & INDUS-
TRIAL RELATIONS, by Dale Yoder, Published
by Prentice-Hall of India, New Delhi; Pages 784;
Price Rs 17.50.

In the changing economic and social environ-
ment, management of human resources has
become both complex and crucial. The main
thrust of efforts has, therefore, to be directed to
people working into any organisation. Only
through the creation of a sense of belongingness,
justice and fair play the organisation’s activities
can make a march. In the field of Industrial
Management, particularly, the change is signifi-
cant in terms of values which have thrown over-
board the traditional concepts and beliefs. An-
other significant phenomenon influencing the
functioning of organisations has been the orga-
nised strength of labour which operates as an
important segment of social control systems. It
has brought about an institutional set up in the
form of Personnel Management at the enter-
prise level to tackle the problems and redress the
grievances of the employees. The two are thus
inextricably linked.

The sixth edition of ‘Personnel Management
and Industrial Relations’ byDale Yoder is unique
in presenting the significant areas of change
and particularly in incorj orating selected shert
cases, providing therzby a clear insight into the
varied and intricate aspects of Personnel
Management and Industrial Relations.  To the
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Trainers and Instructors, the book provides a
precious material in the form of teaching, exer-
cises, discussion of live problems as well as
handling of questions from an objectivity angle.

It is one of the best books on the subject and
the maost outstanding feature which singles out
this publication from many similar ones is its
treatment of the aspects of ‘manpower manage-
ment” both from the viewpoint of individual as
well as group goals. The theme of group dyna-
mics which is characterised as ‘modern work
theotry” alongside psychological factors in human
behaviour has been presented in a convincing
manner and the more one reads the more he
admires the imagination, lucid presentation and
the logic in tackling complex Personnel and
Industrial Relations problems. The sixth chap-
ter which specifically deals with commitment and
morale, employment communications, financial
rewards, wage and salary administration,
employee benefits and services deserves special

reading.
—DRr AN SaXEna

FUNDAMENTALS OF INCENTIVES AND
INCENTIVE WAGE SYSTEMS FOR INDUS-
TRIAL UNITS by S Das Gupta; Published by
NM Raychowdhury Co (P) Ltd., Calcutta; 1972;
Pages 156; Price Rs 16.00.

Man, by nature, does not usually perform any
work voluntarily unless there is some urge in him
to do se and unless he expects a rewardin return,
This urge and reward may be for something he
needs or desires for his physical or mental satis-
faction. [ncentives aim at creating that urge
and stimulation among the workers to increase
their efficiency and productivity and improve
performance. Moreover, a worker who receives
an incentive wage usually produces more than
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the other workers. Thus, incentive means a
better wage for the worker—a satisfied work-
force— more production for the employer and in
turn more prosperity for a developing nation
like ours.

Therefore, a knowledge of the tundamentals
of various ipcentive systems is equally important
to the workers, trade unions and the employers.
Whereas by this knowledge the workers and
trade unions will get more involved into the
affairs of an establishment, the employers can
try and apply different incentive plans and adopt
the best one suitable in each individual case. To
this end in view, Mr S Das Gupta has presented
“Fundamentals of Incentives and TIncentive
Wage Systems for Industrial Units.”

In the first two chapters of the book, the
au*hor has spught to explain the basic ingre-
dients of incentives and incentive wage systems
and has also defined various terms.

In the following nine chapters various incen-
tive systems have been discussed: Time Rate
Plans, Piece Rate Plans, Differential Piece Rate
Plans, Premium Bonus or Bonus Sharing Plans,
Group and Collective Premium Bonus Plans and
Profit Sharing and Labour Participation in
Management. The discussion on every system
is followed by examples as well as a mention of
advantages and disadvantages of a particular
plan.

The book would, no doubt, prove to be
helpful to employers as well as trade unions.
However, the use of mathematical jargons and
formulas throughout the discussions will restrict
its usefulness to the general worker when we
know the educational standards of an ordinary
worker today.

The printing mistakes and the presentation

leaves much to be desired.
—~ S BaAHL
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SECOND NATIONAL CONFERENCE ON
SAFETY, Published by National Safety Council,
Bombay; Pages 350; Price Rs 10.

The National Safety Council sponsors the
National Conference on Safety every year with a
view to highlight'ng the urgency and gravity of
the problems of safety in our industries and also
to providing an opportunity to the practising
specialists in the field of study to discuss indepth
the specific safety probl.ms in sclected industries,
The present volume is a report on the proceed-
ings of the Conference held in Bombay from 5th
to 7th April 1971.

The book highlights the importance of
Safety, with particular reference to industries
pertaining 1o Printing, Transportation, Textiles,
General Engineering, Building Construction and
Air Pollution. Thereportt onthe Plenary Session
on Motivation for Safety brings out the impor-
tance of motivating the management and the
labour towards safety. The proceedings of the
Conference have been presented in a suitable
manner to facilitate the readers to understand
the safety problems pertaining to the specific
industries covered under the Technical Sessions
and also the growing menace of air poliution.

The book provides a framework which clearly
characterises the various aspects of safety in
Printing Industry, Published statistics of indus-
trial accidents in printing industry provide
ample evidence of the gravity of the problem.
Enough data are also presented to show that the
monetary costs of preventing accidents are
generally lower than those of the accidents them-
selves.

The Paper on Safety in Transport, covers
human factors of accidents. It also covers the
causes of accidents on the road due to distrac-
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tions onthe road, over-eating, faulty night visi-
on, alcoholism and justifies the investment on
promotion of safety-consciousness. Transpor-
tation by air demands more consideration on
safety and as such the book emphasises the

importance of collection of air accident
statistics to design air accident prevention
programme.

An important aspect of this Conference was
the safety in Textiles, It emphasises how acci-
dents can be reduced in textile industries by
training the workers, supervisors and mana-
gers in safe methods of work, necessarily
complying with safety provisions of the
Factories Act.

Another paper in the book covers the pro-
blems of industrial smoke, grit and dust, domestic
smoke prevention, transport pollution and
incineration. The paper presented in the
Conference on Safety in Building Construction,
urges that specific rules and regulations must be
enacted to cover building and construction
industries. This paper deals with hill road-
construction and safety in building construction.
It emphasises planning, rock-blasting, slide
clearance and maintenance. The paper discusses
vividly the importance and practices of frame-
werk and scaffoldings used in the building con-
struction industry in our country.

It is true that motivating towards safety is a
very challenging task for everyone of us and the
feeling for safety should come from within an
individual. This book will help all those
who are dealing with safety in Indian industry.
It will add useful information in the body of
knowledge on Industrial Safety in Indian
Endustry.

—MERINAL KANTA SAXENA
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THE BREAK-EVEN CONCEPT AND ITS
PRACTICAL DIMENSIONS, Published by
The Institete of Cost and Works Accountants
of India, Calcutta; Pages 165; Price Rs 25

The credibility of break-even concept as a
dynamictool for deecision-making iswellknowi.
Application of this concept is yet to be tried out
on a meaningful scale in our couniry as our
Managers engaged in economic and industrial
planning activities have not yct been exposed to
the concept’s practical ramifications. To bring
forth the advantages of this concept, the Institute
of Cost and Works Accountants of India spon-
sored aresearch project on ‘Break-Even Concept
and Tts Practical Dimensions’, On culmination of
the Rescarch project, the Institution has rightly
brought cut its dissertation as a publication.

The book has been laid out in five distinct
chapters, The first chapter traces out the evelu-
tion of the break-cven ceoncept and introduces
different types of conventional break-cvencharts,
There is an important pointer which sets aside
the traditional notion that disaggregation of fixed
and variable costs 1s an essential prerequisite for
break-even analysis. Here atlention is also
focussed onthe incidence of 1the break-even point
and the ways in which the break-evein point could
be lowered for maximising the margin of safety,

The second chapter discusses the cost-volume-
profit relationships individually and collectively
to sensilise the management in diagnosing the
behaviour pattern of the operations with regard
to past, present and future, The distinet view-
points of economists and cost accountants on
marginal costing have been stressed to  show
that both these viewpoints tend 1o be the same
at a certain point.

The third chapter deals with the various
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methods of managenial planning and control like
improvising performance targets, appropriations
of profit with respect to costs. revenues and
capacity utilised, ctc. An added feature being the
depiction of underjover-trading noticed in
many of our concerns in chart form, indicating
capital break-cven point.

While chapter four concentrates on non-
repetitive decisions of management requiring
more complicated analysis and understanding of
corporal phenomenu. The decision of manage-
ment to choose a process from d:fferent types of
processes; choice of manual, semi-automatic,
automatic systems with respect to velumes of
production over a period of time have been dis-
cussed. Thecharts included also cover economics
of different incentive schemes, cconomies of
muitishift working, ctc. This chapter portrays
the extended application of the Break-cven
concept encompassing  a wide sprectrum  of
managerial functions,

The final chapier cpitorises the empirical
situation pertaining to Indian industrics, The
practicability of the Breuk-even concept has been
dealt at length by including cates frem soap,
cement, bicycles, caustic soda, dyes and iron and
steel industrics. The assumptions made for
drawing the Break-cven chart along with the
methodology adopled for arriving at the figures
have been appended suitably, In the process,
the adaptability of this concept in inter-firm,
inter-industry and inter-preduct comparisons
have also been clearly brought out.

A check-list to serve as a guideline for mana-
gers to apply this concept is given at the end.
An extensive Bibliography is also incorporated
for the guidance of those desirous of enriching
their knowledge further, On the whole, the
book makes interesting reading. Itis a must
for all managers at the policy-making level and a
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boon for other Managers and Accountants who
would find this book very valuable in solving
many of their problems more realisatically and
more¢ forthrightly— for this book is not a mere
theoretical digression or a paper exercise but
holds out a healthy promise for well-intended
practical situations.

—V RAGHURAMAN

INDIAN ENGINEER'NG INDUSTRILS:
Published by the Engineering Association of India,
Calcuita; Pages i —xxxii--628; Price Rs 25,

“Compilation of up-te-date factual informa-
tion pertaining to any particular branch of
industry is initself an index of the progress made
by it in the recent past”, Thekind of Directory
that has been brought out is a revelation of the
leads and lags providing a basis for further
studics on the problems and prospects of the
industry.

The basic purpose of the Directory is to
enlighten audiences both at home and abroad
on the tremendous diversification that has keen
achicved in the engineering industry in India
over the years. The “Buyers’ Guide” which is
the most important section of the directory
should serve as an cffective link between many-
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facturers on the one hand and domestic buyers
and overseas importers on the other, This
section covers a surprisingly vast range of engin-
cering products that are now being manufactured
inIndia, most of which are available for export
trade loo.

Another innovation in the Dircctory-—this
has been published since 1945—is the section
relating to ‘Brands ond Trade Marks of all
leading firms together with their product range.
This section is of utility par excellence to the
consumer world.,

The section containing names and addresses
of important engineering firms should also prove
quite useful in that it would cnable Indian and
foreign buyers to identify the sources of supply
easily. It will also provide a comparative picture
of simdilar firms engaged in the specific lines of
manufacturing activity.

All in all, the Directory will doubtless be
uscful and should be added to the steck of all
cconomic libraries and research centres as this
is a publication which contains up-to-date and
highly utilitarian information on the preduct
range and manufacturing capability of India’s
Engineering industry,

—V¥DN Rac

REVIEW OF BOOKS IN ‘PRODUCTIVITY’

Latest Books on technology, economics, management, Social
Sciences and on all other Subjects having a bearing on productivity are
reviewed in this Journal. Books should be addressed to the Editor ‘Pro-
ductivity’, National Productivity Council, 38 Golf Links, New Delhi-3.!
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has acqulred a specml

thanks to BEI.

inches deep. Established manufacturers would not under-
take it because BEL's requirement was relatively small.

So BEL went on a vigorous search for a smail-scale
manufacturer. The search ended when BEL's sub-
contract Engineers found Devinder Singh Kohli who was
making a few metal components for electric lamp
manufacturers in his small workshop in Delhi.

Kohli was making deep-drawn cans one inch in depth,
but was not sure that he could make a three-inch deep
can.

But with careful guidance and assistance from BEL he
eventually produced the three-inch ¢an to the satisfaction
of BEL Engineers.

Yoday. with the special skill he has acquired from BEL.
Kohli is supplying components not only to BEL but
many other manufacturers.

This is but one of the many instances where BEL has

BEL needed a particular type of a desp-drawn can three

EVERY DAY IN MANY WAYS
BEL SERVES YOU BETTER AND BETTER
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communication

the vital link

Whether it is to produce a daily newspaper. of 16 keep
traing running on time, or conduct business throsgh
far-fiung offices, or defend the count%against
aggression, instant communication is an absolute
necessity.

Hindustan Teleprinters manufacture teleprinters.
taleprinter switching equipment and 3 wide variety of

Gther electronic communication equipment that help the
P & T, Railways, Defence Services, Daily Newspapers

and a number of business enterprises to do their jobs
quickly and efficiently. Hindustan Teleprinters help

build better communication systems to build a
better lndia

hindustan teleprinters limited

{A Government of India Undertaking) Guindy. Madras 32
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‘ | . 1n the sarvice of instant printed communication
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NITIE

announces

EXECUTIVE DEVELOPMENT PROGRAMMES
FOR JANUARY - MAY 1973

Duration  Starting Duration  Starting
{Pecks) Date {Heeks) Date
Administrative Management 2 Apr 16 Organization and Methods 4 Mar 5
Business Management 2 Jan 15 Organisation & Techniques of Training 2 Apr 9
Computer Applications in Man- Operations Research and Computers 3 Mar 26
agement 2 Apr 2 PERT/CPM 2 Feb 26
Corporate Long Range Planning 2 Apr 30 Process Planning 2 Jan &
Financial Management 2 Mar 11 Production Enginccring 4 Apr 2
Human Relations 2 Mar 12 Produciion Management 4 Mar 5
Industriai Communication 2 Apr 16 proguction Planning and Controi 4 Mar 5
Industrial Relations 2 Apr 30 Quantitative Mcthods for Deci-
Management By Objectives 2 Apr 30 sion Making 2 Feb 19
Management of Educational Institutions 2 May 14 Sales Forecasting and Budgeting 2 Jan 22
Management Information Systems 2 Apr 2 Stores and Inventory Control 2 Feb 19
Management of Public Utilitics 2 Jan 22 Supervisory Development 2 Feb 26
Marketing Research 2 Mar 26 Systematic Plant Maintenance 4 Jan B8
Marketing and Sales Promotion 2 Jan 8 Transportation Management 2 Feb 19
Materials Management 3 Jan 8 Value Engincering 2 Apr 16
Motivation Techriques and Leadership 2 Apr 30 Work Study 10 Feb 19

All courses are residential
FEE : Rs. 400/- per weok to cover course material, board and lodge and transportation for project work

UNIT-BASED PROGRAMMES

In addition to the above Executive Development Programmes, NITIE also undertakes Unit-Based Pro-
grammes, tailor-made to the specific reguirements and needs of a particular organization which can be
conducted either at premises of the organization concerned or at NITIE

For further details, please write to :

Adminsitrative Officer (Programmes), NITIE, Vihar Lake, Nitie P.O. Bombay-400 087

NATIONAL INSTITUTE FOR TRAINING IN INDUSTRIAL ENGINEERING
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We said it

& d_oesn’t come till 9 p.m.” J

GARWARES can’t solve water problems—but they can
provide high tenacity nylon yarn to reinforce fire hoses; also
electrical cables.

GARWARE. NYLONS LIMITED Bombay 1.

- LU TE R 0 L

ATTENTION : SMALL INDUSTRIES?
For Efficient Operations and Increased Profits
Read :
IMPACT OF PRODUCTIVITY SERVICES IN SMALL INDUSTRIES

Price Per Copy : Rs 5

The Publication represents selected cases of small scaie industries, which teok advantage of NPC
Consultancy Services and achieved increased productivity and bigger profits.

The Case Studies project the wide range of services which NPC provides to small scale industries
and highlight the benefits which can accrue to them.

Obtain Your Copy from :

NATIONAL PRODUCTIVITY COUNCIL
38, Golf Links,
New Delhi-2
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DO YOU SEEK EXPANDING
MARKETS FOR YOUR PRODUCTS & SERVICES?

Advertise in

PRODUCTIVITY

(Quarterly Journal of National Productivity Council)

PRODUCTIVITY is devoted to the cause of promoting producti-
vity movement through adoption of better methods and

techniques of work.

PRODUCTIVITY covers a wide range of subjects bearing on
Productivity aspects of industry, agriculture and other fields of
economic endeavour.

PRODUCTIVITY has readership among managers, entrepreneurs,
industrialists, administrators, students, engineers and experts in
various techno-managerial disciplines.

PRODUCTIVITY is among the best commercial journals available
to the trade and those who make purchase decisions.

Subscription Rates: Rs. 20 and § [0 (foreign)

For space/rates write to:

Business Management Section
National Productivity Council
38, Golf Links
New Delhi 3
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We said it

by GARWARES

\ “Sotry you can't see the boss now—he’s a bt tied up.”

Whatever the purpose—there’s an extra tough GARWARE’S
nylon rope to meet it.

GARWARE NYLONS LIMITED Bombay 1.

everestf3gTa/GNL

FOR EFFECTIVE UTILISATION OF MEN & MACHINES
READ

WORK SAMPLING

MYV RAMAN
Price : Rs. 30

Here are few selcet opinions

+The book would be found useful by industrial engineers and teachers for improving the shopfloor
efficiency. ' —ISi Butletin
** The easy and simple style in which the subject has been presented will go a fong way in making the
book popular not only with practitioners but also with those who wish to acquire a good grasp of the

technique of work sampling. ” —Financial Express
+ To ensure maximum appreciation of technique, the book views work sampling from the view point of
numerous different types of industries. ™ —Participant journal
« A very useful feature of the book is the number of case studies.” —Capital
The book presents in a lucld way, the methodology and application of the work sampling technique for
effective utilisation of men and machines, —Economic Times

Order your copy from

National Productivity Council
38, Golf Links, New Delhi-3.
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NPC TRAINING MANUALS

JOB EVALUATION

ORGANISATION & METHODS

PLANT ECONOMICS _
PROGRAMME EVALUATION & REVIEW TECHNIQUE
QUALITY CONTROL

INCENTIVES

UNDER REVISION

TEACHING COMMUNICATION METHODS

PLANT LAYOUT

INDUSTRIAL SAFETY

FUEL EFFICIENCY—Liquid Fuels & Steam Utilisation

PREVENTIVE MAINTENANCE

WORK STUDY —Part | & il

INDUSTRIAL RELATIONS

FUEL EFFICIENCY — Solid Fuels & Boiler Operation

PRODUCTION PLANNING & CONTROL

COST REDUCTION

PRODUCTION ENGINEERING & TOOL ENGINEERING
— Parts I, Il & I

PERSONNEL MANAGEMENT
MARKETING MANAGEMENT
MATERIALS MANAGEMENT

IN PREPARATION

MARKETING RESEARCH

PRICE Rs, 7.50 PER COPY
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ORGANISATION & METHOD
(NPC TRAINING MANUAL)

Prepared by
B. ANANTHKRISHNANAND
Director, NPC

The role of O & Min improving all-round office efficiency has come to be increasingly recognised in the last few
years. This Manualbrings out the importance of O & M inan organisation, and shows how it can help in
streamlining office procedures, determination of work norms, effective cost control and cost reduction,
efficient records management, forms control, etc.—all leading to more efficient administrative perfermance.

Alsoincluded are a number of practical Case Studies and Exercises,

2. Organisation ; 3.

Office Manual ; 4. Method Study in
6. Records Management & Information Retrleval :
9. Mechanisation in Office; 10. Measurement

CONTENTS : |. Organisation and Method ;
Office ; 5. Form Design & Control;
7. Information Control ; 8, Office Layout ;
of Office Work ; and ||, Case Studies and Exercises.
Price Rs, 7.50 Per Copy
Copies can be had from :

NATIONAL PRODUCTIVITY COUNCIL

38, GOLF LINKS, NEW DELHI-3

PRODUCTIVITY

Quarterly Journal of National Productivity Council

Productivity is published quarterly by the
Natlonal Productivity Council of India,

Editorial & Business Offices : 38 Golf Links
New Dethi-3 (Telephone : 617796)
Subscription :

(including postage by Surface Mail)
India Rs, 20
Foreign : § 10

Communications : Change of address, corres-

pondence regarding  subscription  service, or
subscription order to Superintendent, Business
Management, 38 Golf Links, New Delhi-3. Change

of address notices should be sent promptly, indi-
cating old as well as new address.

Articles for Publication : The Editor invites
well-written contributions by way of articles and
suggestions for improvement of preductivity in
industry and other sectors of the natioral economy,
also Theory and Global Analysis etc. The length

of articles, though not restricted, should ordinarily
not exceed 3,000 words. Two copies of manu-
script, typed in triple space, one-third margin, on
one side of the paper only, should be sent to the
Editor. Manuscripts are not returned, as authors
are expected to keep a copy for their record and
reference,

Reviews of Books: Latest books on techno-
logy, economics, social sciences, and on all other
subjects having a bearing on Productivity will be
reviewed in the Journal. Books should be addressed
to the Editor, 38 Goif Links, New Delhi 3,

Unless otherwise stated, all material in the
journal can be freely quoted or reprinted with due
acknowledgement. A copy of the publication
containing the quotation or reprint should be sent
to the Editor. In reprinting, the original source
should be mentioned.

Unless specifically mentioned, the articles and
statements published in thisjournal do not necessarily
reflect the policies and views of N.P.C.
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If it is a Glass Tumbler
insist on

PALIWAL

THEY ARE:

MACHINE - MADE
DURABLE
AVAILABLE IN ATTRACTIVE DESIGNS

PLAIN & DECORATED
(Screen-Printing Process) AND CAN BE
EMBOSSED WITH YOUR MONOGRAME

MANUFACTURERS;

Paliwal Glass Works

SHIKOHABAD (U. P.)
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‘THIS MAY HELP YOU SERIES’

VALUE ENGINEERING

-—by P. R. Gokaran

COMPUTERS
AS AN AID TO MANARGEMENT

—by Kanwar Rajendra Singh

Price : Rs. 3 each

Get your copy from :
NATIONAL PRODUCTIVITY COUNCIL

38, GOLF LINKS, NEW DELHI-3

Here, the Advertisers

Aluminium Industries

Bata
Bharat Electronics

Garware Nvlons Ltd.

Hicks Thermometer

Hindustan Machine Tools
Hindustan Teleprinters Ltd.
indian Telephone Industries Lid
tshwar Industries Ltd

J. K. Organisation

National Institute for Training in
Industrial Engineering

NPC Publications
Paliwal Glass Works

Travancore Rayons
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Behind every
good product
is a long line
of people

A product isn't just the sum of its ingredients. It has to be
packaged —attractively and efficiently. it has to be transported
across many miles and brought to your dealer's shelf

in the best condition. And all along, checked to give you

the quality you expect...and deserve.

A product passes through the hands of a small battalion .
of peopie before you buy it.

People make our products what they are: trusted, and
therefore special.

WARNER-HINDUSTAN LIMITED
makers of pharmaceuticals,

chemicals and consumaer products  WH.2060.

_)




manufacture your own

REFRACTORIES

from CASTABLES

best buy from

NP3/ 1128

CASTING PIT

REFRACTORIES [ o
BOILER HOUSE ikt s s

T REFRACTORIES
lShwar Industries Ltd.P.0.Ishwar Nagar, JEW DELHI 4

Cable : Ishwarinds Phone : 632272




Meeting the ever-growing need
for telecommunication facilities —
so vital for our fast-developing
nation. Ever at work, making
available intricate telephone
exchanges, complicated multi-
channel transmission equipment,
micro-wave systems, speciatised
equipment for the Railways and
Defence, precision electronic
measuring instruments and a
{variety of telephones.

In this stupendous task Is engaged
a busy team of 15000 at 1Tl
Bangalore — the largest manu-
facturer of telecommunication
equipment in Asia — with an
annual turnover exceeding Rs. 33.8
crores.

To _upplement this giant effort at
Bangalore, two more units at Naind
Allahabad, are coming up fast...

all to bring people and places of ,
India cioser,still.

INDIAN TELEPHONE INDVSTRIES LIMITED, BANMGALORE o

]
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NITIE

announces

EXECUTIVE DEVELOPMENT PROGRAMME
FOR FEBRUARY - MAY 1973

Duration  Starting Duration  Starting

(Weeks) Date (Weeks) Date
Administrative Management 2 Apr 16 Organisation & Techniques of Training 2 Apr 9
Comgl?:l;l;eel;“!\pplications in Mana- \ a3 Operations Research and Computers 3 Mar 26
Corporate Long Range Planning 2 Apr 30 Ef(gzi(t:ierngi neering j it;}i' 22
Finarcial Management 2 Mar 12 .
BunianRelations 3 Mar 12 Production Management 4 Mar 5§
Todustris] Conmnication 3 Apr 16 Production Planning and Contro} 4 Mar 5
Industrial Relations 2 Apr 30  Quantitative Methods for Deci-
Management By Objectives 2 Apr 30 stan:Makirg 2 Feb 15
Management of Educational Institutions 2 May 14  Storesand Inventory Control 2 Feb 19
Management Information Systems 2 Apr 2 Supervisory Development 2 Feb 26
Marketing and Sales Promotion 2 Feb 19 Transportation Management 2 Mar 26
Motivation Techniques and Leadership 2 Apr 30 Value Engineering 2 Apr 16
Organization and Methods 4 Mar § Work Study 10 Feb 19

Al) courses are residential

FEE : Rs. 400/~ per week to cover course material, board and lodge ard transportation for Project work

UNIT-BASED PROGRAMMES

In addition to the above Executive Development Programmes, NITIE also undertakes Unit-Based Pro-
grammes, tailor-made to the specific requirements and nesds of a Particular organization which can be
conducted either at premises of the organization concerned or at NITIE -

o
j =)
For further details, please write to :

Administrative Officer (Programmes), NITIE, Vihar Lake, Nitie P.O. Bombay-400 087

NATIONAL INSTITUTE FOR TRAINING IN INDUSTRIAL ENGINEERING
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LOK UDYOGG
( PUBLIC ENTERPRISE)
(A Monthly in English)
For authentic information on the public sector enterprises

Includes articles by Chief Executives, eminent management experts, economists on problems of Public Enter-
prises management, economic and industrial development,
Special features in recent issuas
Management Information Systems, Industrial Relations, Techniques of Financial Management,
Appraisal System.
Regular Features :
PROJECT REVIEW :: ENTERPRISES ROUND-UP :: PUBLIC SECTOR IN PARLIAMENT
PUBLIC SECTOR ABROAD :1 BOOK REVIEWS :: RESEARCH & DEVELOPMENT :: STATISTICS
Single Copy Rs. 3
Annual Rs. 30
Payment : Crossed Cheque | Demand Draft / Postal Orders in favour of “DEPUTY SECRETARY (Coerd.),
Bureau of Public Entarprises, Ministry of Finance''.
Send your remittance to : ASSISTANT DIRECTOR,
Bureau of Public Enterprises, {(information and Research Division),
Ministry of Finance, ‘F' Wing,
Nirman Bhavan, New Delhi-!1

Staterment about ownership and other particulars about Newspaper PRODUCTIVITY
to be published in the first issue every yeur after last day of February.

FORM 1V
(as per Rule 8)
1. Place of Publication New Delhi (38 Golf Links)
3 Periodicity of its Publication Quarterly
3. Printer’s Name V. 8. Chopra
(Whether Citizen of India 7 Yes
Address 38 Golf Links, New Delhi-3
4. Publisher's Name V. S. Chopra
(Whether Citizen of India D Yes
Address 38 Golf Links, New Dclhi-3
5. Editor’s Name V. §. Chopra
(Whether Citizen of India 7) Yes
Address 38 Golf Links, New Delhi-3
6. Name and addresses of individuals who own the National Productivity Council
newspaper and partners of shareholders holding 38 Golf Links, New Delhi-3

more than one per cent of the total capital.

1, V. S. Chopra, hereby declare that the particulars given above ure true to the best of my
knowledge and belief.
Sdi- V. S. Chopra
Date :  1st March, 1973 Signature of Publisher
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