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PRODUCTIVITY

Wishes You a Happy New Year




Industrial Relations
and

Productivity

Excerpts from the speech by Mr Varahagiri Venkata Giri,
President of India, on the occasion of laying the foun-
dation stone of the building of the National Pro-
ductivity Council on 11th October 1972, at New Delhi.

SII\'CE Independence we have made impressive

progress in generating productivity-con-
sciousness in various sectors of the nation’s
cconomy. The productivity movement is gaining
momentum now, and sceing the record of NPC’s
work. [ may say that I wn greatly impressed by
the positive transformation which this public
service organisation has been able to  bring
about in the outlook ol managements and labour
as well as of the pubiic in general. By popula-
rising the Techniques of productivity through
innumerable training programmes, Seminars,
symposia and other propagafional measures,
the NPC has made a vaiuable contribution to
the creation of productivily consciousness
amongst all those who are actively connected
with industry. Today, there is a growing
demand for NPC's application training pro-
grammes as well as ifs result-oriented consul-
tancy services in the field of lechno-managerial
areas. not only within the country but in the
developing ceuntries of the Afro-Asian reglon
as, well.

There is ne doubt that, whether in large
scale or small scale economic operations. pro-
ductivity plays an essentiul role in the efficient
utilisation of resources. With the
advance of science and technology. we have 1o
endeavour constantly to adopt the most efficient
methods of production which make the best use
of the available resources. and achicve pro-
duction at an economic cost. This, in fact, is
the basic philosophy of productivity which needs
to be stressed continucusly. The use ol scarce
resources to the utmost advantage 15 important
for the nation as a whole, and T am glad that
this trend is being strengthened in our growing
economy.

growing

In the 25 vears that have clapsed after
Independence. we as a nation have faced great
stresses and strains without losing sight of our
major objective of providing productive employ-
ment for all the people in the working age
group. raising the standurd of lhing ot the
masses and designing for them u socialistic
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“The time has come when there
should be a healthy competition
in increasing production and
productivity rather than living

in conflicts which would hit the
labour class no less than the
community as a whole. Labour
must consider it its supreme duty
to maintain production and
productivity at a high level for
they are the co-sharers and
co-partners in progress.”

pattern of socicty.  While the Government is
fully aware of its responsibilitics and s taking
necessary steps towards the achievement of this
objective, every citizen of the country must also
contribute his mite in the fulfilment of this task
in the shortest possible time.

Optimal Use of Resources

What we need is inculcation of proper
attitudes to work hard and the will to make
optimal use of the availuble resources for
achieving higher productivity and faster rate of
economic growth. At the same time, factors
impeding industrial productivity will have to
be resolved. We must take advantage of the
favourable industrial climate. First and fore-
most, the idle capacity in the industry should
be fully utilised, We have also to improve the
quality of management in administering and
decision-making. It is certainly very important
that the level of management skill be bettered,
and for this we must expand management irain-
ing and provide better and more training

INDUSTRIAL RELATIONS AND PRODUCTIVITY

facilities for educating the new generations of
managers through professional and other insti-
tutions, Managers are conditioned by their
social and cconomic environment and have to
be responsive to it, and I feel that it would be
worth-while bringing this factor to the know-
ledge of managers threugh their educational
and training programmes.

But by far the most importiat problem
which needs to be tackled urgently is in the
field of industrial relations. The suceess of
any industrial enterprise largely depends on
good industrial relations, if it has to achieve
the objectives of maximising production. ensur-
ing fair and adequate returns to  investors and
meeting  labour’s  legitimate  demunds. The
Government has announced that it proposes to
bring a comprehensive law on industrial rels-
tions envisaging the setting up of an Tndystrial
Relations Commission, both at the Centre and
in the states,

Sharing Gains of Productivity

Besides establishing fair and sound per-
sonnel policies, a satisfactory solution to the
sharing of the gains of productivity may pave
the way for better industrial relations. So also,
examining the question oflinking bonus above
agreed minimum with productivily might make
a positive contribution towards mmproved indus-
trial relations. The NPC certainly deserves the
credit for working out broad guidelines and
“models™ for sharing the gains of productivity,
I have always been picading for a preper linking
up of wages, productivity and prices. Due to
increasing cost of living, there has been a
growing unrest on the part of the working
class, This is but natural. At the same  time,
I would like to stress on my working class
comrades that the primary responsibility
devolves on them to see that productivity and
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production are maintained at the highest
possible tempo. There is no use of saying that
the wages must be increased without any step
in the direction of increased productivity. If
the wage factor is not matched by a propor-
tionate, or more than a proportionate, increase
in productivity and production. the very system
will ot be able to adjust itself to the growing
demands of labour. For, our past expericnce
has shown the phenomenon of the benefits of
increased wages being offset by the increasc in
prices. In developing countries. we find an
increasing awareness on the part of labour that
they should be paid what is due to them. This
conflict can be resolved only if wages are linked
to productivity and prices.

Challenge of Change

Rapid changes are taking place in the count-
ry's socio-economic life. We  have to face the
challengs of change. This now situation certainly
calls for an enlightened approach.  We cannot
any longat function in an atmosphere of unrest
and distrust. That was why, some time back, 1
had called for a moratorium on strikes and
lockouts for three years, We should realise that
industriat management is an arca for co-opera-
tion. and T feel that the time has come when
there should also be a healthy competition in
increasing production and productivity rather
than living in conilicts which would hit the
labour class no less than the community as a
whole. Labour must consider it its supreme duty
to maintain production and productivity at a
high level for they are the co-sharers and co-
partnars in progeess, They should no longer con-
sider Uhemselves as mere wag:-earners working
for their daily bread but as citizens of a frec
country trying to build a new order of society
where justice and equality will prevail.  As far
as rationalisation is concerned, Gandhiji had
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enunciated long time ago the three cardinal
principles for effecting rationalisation :

1. Rationalisation should not create un-
employment.

2. Additional work-load, if any, ought not
be such as to jeopardise the worker’s health.

3. The profits of rationalisation should be
equitably shared by management and labour.

These principles have stood the test of time
and would, if applied rcasonably, safeguard the
interests of the workers even today.

Important Role of Small Industries

I would like to stress the importance of the
small industries sector in creating ample cmploy-
ment potential. The NPC and the Local Pro-
ductivity Councils have a much greater role to
play by way of providing traning and con-
sultancy services, enabling this sector to produce
goods and services at competitive prices and of
desired quality, The NPC should also gear
itselt to help the prospective young enfrepreneurs
in wlentifying investment opporiunities for them
and preparation and cvaluation of the feasibility
of their new industrial ventures.

1 have the firm conviction that the country’s
progress, prosperity and ultimate strength will
depend on our ability to increase national pro-
ductivity and employment potential. We have
celebrated the Silver Jubilee of our Indepen-
dence. Let us devete the next 25 years to
achieving higher productivity in all spheres of
activities and employment for ali. Let us re-
member that poverty can be abolished only
through higher productivity. I am sure that the
managements, labour and the NPC will join in
this effort. and contribute usefully to the buil-
ding of a socicty i which our millions can live
a fuller and more abundant life. O



Increased Productivity : Key to Prosperity

Prof Siddeshwar Prasad”

The need today is for a concerted drive for productivity, covering all arcas of our nationul
endeavour. A total approuach to economic develepmentand productivity needs to be adopted by inte-

arating planning for productivity with the National Five Year Plans.
the complex man-machine systent, managemcnt has to play the role of a vitalising facter.

At the emterprise level with
The

trade unions siiwuld support the application of such productivity technigues as would lead 1o improv-
ed falustrial relations and higher productivity without causing any retrenchment or unemployment.
Coatinued efforts must be made to derive the fullest advantage from technological developments
and innovations taking place all over the world, taking due care of the sociological implications
arising therefrom by fostering and maintaining harmonious indwstrial relations

WF are passing through a very critical phase
in our economic development, and the
pasition of our resources being what it is, the
task of given
top priority and it nesds to be integrated with
ceonomic plans.  This s impera-
tive beeawse o of the paradoxes of an under-
devalopad economy Hes in the inability of the
ceonmuic system to secere optimum  utilisa-
it resources. This inability has been
affocting the growth of our national
Wohat we nzed today is a converted
proaluctivity covering all areas of our

ratsing produoctivity needs to be

our national

Lo of
adversely
COOTL DY,
drive for
national endeavour.

Commendable Tflorts by NPC

1t was with this very objective in
National Productivity Council
was ostghlishod I 1938 and entrusted with
the task of ereating in the country a widespread
consciousnass ahoagt the importance of produc-

In facr.
mind that the

“*Union Deputy Minist ter of Industrial Development.

tivily, helping the davelepment  of the
motivation and p
application  of
productivity

right

oviding assistunce in the actyual
produchvity  technigues. The
mesenicnl in this countiy, how-
ever. has mostiy remained confined to the cor-
porate industrial sector of the econonn
It now nxeds to b -

so fur.
taken out ol the confines
of industry and cxtendud in u big way to cover
such fmportant soctors of smali
scale industrics. and cven to
agriculture as the movement gurhers memen-
tum. It s,

CUCHOITY s
Y services
Roweser, a signe of awakening
among the industrics about the usefulness of
productivity techuigues that the Nutional Pro-
ductivity Council, with the help of ihe Local
Productivity Councils, which are its arms in
the ficld, has conducted more than 2750 traine
ing programmes and undertaken near ty 900
consullancy assignments [y demonstrating the
vadidity of the productivity teehniques on the
shopiloors, in just over 12 vears of its existence.
Although from the Council’s point of view
this is a commenduble achievement, looking to
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the vast size of the country we have sycceeded
only in dealing with a fringe of the problem.

National Seminar on Productivity

The NPC is nol, howcever, complacent of
its achicvements but is continuously exploting
new avenucs for the further strengthening of
the Prodectivity Movement in the country.
It was with this objactive in view that & National

sminar v Productivity was organised in M arch
1972 which iaid down a number of suidelines.
As many 25 300 deiegates. including top leaders
of indusiry and trade uniens. ceonnnusts, edu-
cationists, technologists end  sentor ~fficials,
hath (romt Central and State Governments,
ook part in the delibzrations and cxchanzad
views on promotion and growth of preductivity
i the contntry. ©also fad the privicgs of being
assacited with the twosday deliberations of the
Volaahle sugeastions for tackling the

g rom the Semi-

Seminar.
productivity pronleas conng

Hr—some Lo be implemenitod by the eployers,

some by the workers and Dade citons and some
As an organisation con-
the NPU s doing itS

by the Govermmoni.
crrnad with produdtivity,
bost 1o sce Thal tuss seagestions ate taken note

of and imalemented 10w sonon &1 s sphere they

e
Integrating Productivity Plans with Nationzl Plans

Porhaps the most important recomnenda-
tion of the S:minar way that the Government
should adspt a total appreash © CCOnAMIC
dovelopment and productivity, and  integrate
planning for productivity with the Nationil
Five-Year Plans. The National Pian for Pro-
ductivity may cleariy lay down the objectives,
tasks and priorities so that the econamy aciloves
4 self-sustaining growth rate. T shoauld also
evolve a productivity-oriented industrial policy
and prepare industry-wise plans for achieving

The national plan for
productivity should clearly
lay down the objectives, tasks
and priorities so that

the economy achieves a

self-sustaining growth rate.

pre-defermined rates of preductivity and cco-
nomic growth, The enterprises should be en-
couraged to achieve higher productivity and
higher earnings for the workivg-class with  the
applications of productivity techniques and by
entaring into long-term productivity agreements
as well as by adopring suitable fiscul measures
to reward the cnterprises for achicving  higher
productivity,

Productivity at Micro Level

At the enterprises level. it is an important
function of managzment to mduce aental att-
tudes Tor incress.d industrial effcioncy  and
productivity, as these are the miost cssential
requirements for the survival and growth of an
enterprise.  ITn modern enterprises, with thel
complex man-machine system, monag ment has
to play the role of a vitalising factor by the use
of modern tools of analysis and sophisticated
technigues for developing manpower effective-
ness and increasing their productivity ad  pro-
fitability. Such an appreach aise emphasises
the inlegration of the employees nto the or-
ganisation by creating an environment which
may satisfy their need for ego reinforcentent,
and provide them an opportunity for self-ful-
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In modern enterprises, with
their complex man-machine
system, management has
to play the role of a vitalising
factor by the use of modern
tools of analysis and sophisticated
techniques for developing manpower
effectiveness and increasing
their productivity and profitability.

filment, thus cnabling them to produce abun-
dantly and live securely. Since, in the ultimate
analysis, productivity is a problem of making
use of resources more rationally, eflectively
and efficiently to produce as much wealth as
possible at the lowest possible cost, increased
productivity generates a genuine surplus, which
is available for distribution among the varjous
interests involved,

Sharing Gains of Productivity

In this confext, the somewhat complicated
problem that comes up is that of sharing the
gains of productivity. In considering measures
for raising the levels of productivity this ques-
tion becomes a matter of concern, particularly,
to the two partners of industrial production,
ramely, management and labour. Whereas
labour wants a major share of the gains to accrue
to itself on the ground that its contribution to
the increase in productivity is greater than that
of management, the managzment contends that
labour is often not the main factor in increasing

INCREASED PRODUCTIVITY : KEY TO PROSPERITY

productivity, and new technologics, modern
machines, higher investment and improved
managerial practices are importanl, A factor
that has added another dimension to this pro-
blem is the inter-union rivalry due to which
some people are vying with each otherin deman-
ding increased wages, bonus and dearness al-
lowance without any appreciation of the fact
that these should have scme conmection  with
productivity. The National Preductivity Coun-
cil, which is a tripartite body on which labour,
employers as well as Governmment are repre-
sented, had been making concerted efiorts to
bring about a consensus on the issue of shar-
ing the gains of productivity in the hope that
this would not ounly lead to better industrial
relations but achicve a breakthrough in econo-
mi¢c and industrial development.  Such a con-
sensus 18 now nearly recached in the form of the
“Guidelines™ evolved by the Governing Body
of the National Productivity Council and these
guidelines deserve duc consideration and sup-
port for their wider adoption.

In all these efforts for increasing enterprise
level productivity, the Trade Unions must also
lend their wholehearted cooperation by sup-
porting techniques which lead to improved
mdustreal relations and higher productivity with-
out causing any retrenchment or unemploy-
ment, or intensification of labour’s burden,
by endeavouring to establish their own Preduc-
tivity Departments with the assistance of NPC/
LPCs and utilising their services in adopting a
scientific approach in dealing with the various
problems.

Productivity Measures for Small Industries

Notwithstanding the predominant role play-
ed by the large-scale scctor in an industrial
soctety, the small industries have an important
and continuing role to play in the economies
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ol denscly populated but industrially less-ad-
vanced countrics like ours. In fact, the small
industries sector has been making a very signi-
ficant contribution to industrial production
and cmployment, and thus to the development
of the national cconomy. The estimated gross
value of output in this sector, including both
registered as well as unregistered umnits was
appreximately Rs 36,700 miliion in 1969-70.
Small enterprises registerced as factories account-
ed for 39 por cent of the total factory employ-
ment in indystries under the purview of the
Smail Scale Industries Development Organisa-
tion. Their contribution lo the exports from
the country is not insignificant either,

Small industries, however, do have their
problems. They could certainly make a sull
better contribution if they were helped in im-
proving their methods of working, in improving
the quality of their goods. in the marketing of
their products, and so on. It js an encourag-
ing sign that some of the State Governments,
like Tamil Nadu, Mysore and the Punjab,
realised the great potential of these industrics
and have given the lead in establishing special
consultancy cells for them in collaboration with
the National Productivity Council and the Local
Productivity Councils, and are providing to them
productivity services at subsidised raies. It is
also heartening to note that more and more
small units are coming forward to avail of these
services. But i lot still remains to be done,
and it is high time that the other State Govern-
ments also followed suit in establishing such
consultancy cells.

The National Productivity Council is al-
ready scized of the various technological pro-
blems faced by the smail units and has taken
steps to diversify its activities in respect of
technological scrvices. It has already organi-
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Productivity is essentially

an attitude of the mind, and this
attitude must be cultivated by
each and every citizen of

the country, whatever

his vocation.

sed expertise in the ficld of Plant Engincering,
Production Engineering, Fuel Engineering, Pro-
duct Design, and so on. There is no doubt
that if we have to carve a place for ourselves
in the comity of industrially-advanced nations,
we must continue our efforts to derive the fullest
advantage from technological improvement and
innovations taking plac: in ail parts of the
world, at the same time taking duc care of socio-
logical implications arising from these through
development and maintenance of harmonious
industrial relations,

It must be emphasised that productivity is
essentially an attitude of the mind, and this
attitude must be cultivated by each and every
citizen of the country, whatever his vocation.
In inducing such attitudes, it is no doubt im-
portant to impart knowledge of better working
methods through formal training, wherever
necessary, and also to see that this knowledge
is really put to use. O

Based on the specch delivered on the vccasion
of the foundation stone laying ceremony of
NPC Building in New Delhi on 1Ith October
1972.



New Directions and Dimensions for
Productivity Movement

SM Patil*

Besides measures for productivity improvement at the unit level there is need for a systematic
and continuing application of sophisticated input-output models in taking fiscal decisions and the nse
of risk-probability criteria at the macro level in planning infra-structure capacities. Radical changes
in outlook and organisation structure are required to implement sophisticated productivity techni-
ques.  Quantitative techniques of productivity improvement would be fully effective only if people
at all levels in an organisation are correctly motivated. Organisations like the NPC should evolve
and ficld-test appropriate communication systems and also train specialists in adequate numbers to
design and install specific systems at the operating unit level. Incentive payments should be linked
with improvement in productivity. A productivity-based rewards scheme would contribute signi-

ficantly towards national economic growih.

HE National Productivity Council deserves
congratulations  on its 13 years’ ploneer-

ing efforts in spreading productivity conscious-
ness throughoui the country. The educational
and advisory programmes launched by the
NPC have proved to be relevant to the develop-
ing cconomy. Up to this point the major em-
phasis by the NPC has been on the improve-
ment of productivity at the micro level.  All
the modern technigues popularised by the
NPC, and all 113 educational and advisory pro-
grammes, highlight how the resources available
at the production unit level should be utilised
in order to maximise outputs. This limited
abjective of the NPC might have been perhaps
suflicient - w developed country with  free-

*Chairman and Managing Direcior, Hindustan Machie
Tools Ltd., Bangalorc.

market economy,

In a developing country such as India, in
which effective cconomic resources are in short
supply, @ sense of priorities in economic deve-
lopment would be very essential so that the
available scarce resources arc best utilised.
Until the basic internal resources become plen-
titul, economic development planning at the
macro level would be essential. Naturally,
this becomes the responsibiiity of the Govern-
ment. Tt is inevitable that economic develop-
ment in such a situation becomes mixed up with
the socio-political ideologics of the Govern-
ment, and results in what has beea 1oosely
called “controlied economy™, in which the
Government would be the mdjor investor in
development  ventures, and  there would be
Government controls on big investments even
in the private sector,
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An Enormous Task

In this plan of overall development, the co-
ordination and balancing of innumerable in-
dividua! ventures becomes an enormous  task.
In the case of ventures connected with the
country’s basic ecomomic nceds or with self-
sufficiency objectives, the problems could more
easily be identified and appropriate remedics
found to solve these problems. Examples are :
fertifisers, mineral oils, basic metals, etc. Even
these do require coordination with transport,
storage, and distribution facilities: but these
problems are comparatively straightforward and
relatively easy to quantify and solve. The free
application of productivity techniques in these
areas at the micro level is quite feasible.

Al the other extremity of economic deve
lopment, lie consumer goods of various necd-
levels which largely depend on the standard of
living and the buying power of the popula-
tion. Although the total demands for such
consumer goods are easy to forecast, the market
share of individual enterprises would be a mat-
ter of competitive excellence. In these cases
also, the application of productivity techniques
at the production, i.e. micro level could be rele-
vant in the efforts to attain and maintain com-
petitive excellence.

However, belween these extremities lie :
(&) Non-essential Consumer Goods, and (b)
Producer Goods — consumable as well as dura-
ble.

In a controlled economy, restrictions are
imposed on the employment of scarce resources
for the production of non-esscntial consumer
goods. Demand for such goods would, there-
fore, be in excess of supply. Competitive forces
would be absent to compzl producers of such
goods to maintain productivity and quality
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excellence. Consumers would have to be con-
tent with shoddy, overpriced goods of this cate-
gory. Manufacturers would no. care to im-
prove quality or to make available such goods at
reasonable prices. With this attitude of the
producers, the consumers suffer. The produc-
tivity movement in this area would do well te
give place temporarily to “consumerism”, the
new wave of popular pressure sweeping in coun-
tries like USA.

Goods normally classificd as non-essentials,
nevertheless, are known to give the consumers
who can afford them a sense of improved stan-
dard of living. Since the socio-economic
objectives of the Government arce also o en-
able more and more pecople to get a scnse of
improved standard of living, even the ‘non-
essential’ and so-called “luxury’ goods, (terms
which have only temporary significance—for
in Western countrics like USA and Europe.
cars, refrigerators, television sets, elc., are no
longer luxury goods) which give this sense of
improved standard of living, miust be available
in the country for thuse who can afford them.
Such goods must be of high quality and must be
reasonably priced so that with improving wage
levels more and more people could acquire
them. But the manufacturers of such goods
do not seem to cherish these noble ideals, and
the consumers are helpless in the sense that they
lack the strength to foree manufacturers to
take their moral obligations a little more seri-
ously. It would be quite in order for the
National Productivity Council to act as the cata-
lyst in starting the *‘consumerism”™ movement
in India.

Self-Reliance in Producer Goods

Producer goods fall into a special category.
In a developing economy, producer goods fac-



490

A greater degree of self-reliance
in the production of producer
goods is essential for independent

economic growth.

tories would constitute “Infra-structure Invest-
ments™, which are expected to create the ncces-
sary materials and machinery bascd on which
the whole economic edifice builds up. A
greater degree of self-reliance in the production
of producer goods is essential for independent
economic growth,

A wide varicty of assumptions are made in
planning these infra-structure investments. De-
mands for the types and quantuin of producer
goods required at the various stages of econo-
mic growth arc initially forecast at macro-
planning levels on the basis of the most likely
course the economic growth may take. How-
ever, depending on a multitude of circum-
stances, econumtc growth may deviate from this
originally-intended path. Famines, wars, in-
ternational political and cconomic developments,
ete., are factors which enforce these deviations.
These factors are beyond the control of econo-
mists and planners. This would create un-
predictable inflationary and recessionary trends
with conscquent demand variations in the pro-
dacer goods sector and scriously affect the
operational efficiency of producer goods in-
dustries both in the public and private sectors.

The demand for durable producer goods in
particulur is also very sensitive to the nation’s

NEW DIRECTIONS AND DIMENSIONS

own fiscal and cconomic policies, Whatcver
affects the users of these durable producer
goods would in turn affect the manufacturers
of such goods. For example, increase in tax
on petroleum products may affect the demand
for tractors; diversion of Plan furds from the
industrial sector to the agricuitural sector, or
for any other purpose, would seriousiy affect
the demand for machine tools, and so on.

Productivity Planning at Macro Level

The usual productivity improvement tech-
niques alone would thus not be meaingful
in the case of producer goods and cven the
non-essential consumer goods if they were appli-
ed only at the factory or micro level. What is
necessary, therelore, is a systematic and con-
tinuing application of the sophisticated Input-
Output models in taking fiscal decisions and
the use of reliable risk-probabitity criferia, at
tie macro level in planning infra-structure capd-
cities. Any number of ¢xamples can be cited
of over-investments in this sector, which could
have been avoided if only a little more thought
had been given to these aspects in the beginning.

The NPC and other organisations which
possess the necessary technique-skills should
help the Planning Commission in future econo-
mic planning, and forewarn the various Minis-
tries in the Government! about the macro-effects
of decisions which affect the country’s €conomy.

Performance Evaluation

In over-capacity situation, any improvement
in productive efliciency would only result in
increased idle time. If incentives are to be
paid for these productivity improvements, it
would be further waste of money. The appli-
cation of profitability or return-on investment
crileria to evaluate organisational efficiency in
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such situations would not be meaningful. Such
assessment would also be inadvisable in view of
the maeagerial frustration. it is likely to cause.
It is a paradox that such situations actually
demand the best of managerial talent, but, in
the cnd, the conventional performance reviews
would unfortunately mislead onc into believing
that managerial performance was indecd be-
low par. The NPC and other organisations
nust evolve new methods of performance eva-
leation to prove managerial excellence in the
correct perspective,

In the case of organisations which are highly
sensitive to economic fluctuations, the Gevern-
ment must also assume a protective role in all
justiiabte cuses, with the clear understanding
that infra-structure investments have a much
Jarg:r role to play than merely generating short-
term  profits,  Organisations in the  public
sector which have to compete with those in the
private scctor are especially vulnerable. Com-
mitted as they are to public sector ideologics,
they oceasionally require sympathetic financial
and moral support from the Government in
order to continue rendering useful service to
the nation. The NPC must make efforts to
find a satisfactory solution to it.

Another  important aspect  which must
receive attention of NPC is in respect of costs
and budgsting. Traditional methods of cost-
ing and budgeting in use in most orgamisations
do not seem lo serve as aids for productivity
improvement. The ‘Book-keeping’ approach
to costing must give place to Cost-Engincering;
Cost Reports must be based on the concepts
of manag:ment accounting; the mystery and
secrecy that emshroud cost data must be re-
moved, and staff down to front-line supervision
must bz fed with relevant cost data and they
must be encouraged to participate in cost re-
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Expenditure budgeting must yield
place to performance budgeting. A
combination of costs, budgets and
the concepts of MBO must be forged
into an integrated management

information and control system.

duction programmes.  Expenditure budget-
ing must vield place to performance budgeting.
A combination of costs, budgets and the con-
cepts of MBO (Management By Objectives)
must be forged into an integrated management
information and control system. HMT bas
initiated some action in this direction in one of
its tactories. Any useful ideas emerging from
this experiment would be shared with other units
of HMT.

Need for New Outlook

Radical changes in outlook and organisa-
tion structure are required to cnable such ideas
to take hold. People who hold positions of
authority in the accounting profession need
a change of heart and the willingness to interact
with Engineers, particularly Industrial Engneers.
On the other front, engineers must be given
sufficient appreciation of costing and budget-
ing. A concerted effort in this direction by
the National Productivity Council, the Institute
of Chartered Accountants, the Institute of
Cost and Works Accountants, the Indian In-
stitutes of Management, ctc. would be very
appropriate at this moment. A corps of Cost
Enginecrs must be developed and they must be
placed at the right levels in the organisation
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structure. Cost-norms and cost-audits must
become obligatory, even as financial norms and
financial audits are.

Pricing should alse be subject to critical re-
views. Advanced ideas such as “product-feature-
pricing’ should be adopted, in place of “Cost-
Profit’ concepts. Such moves would bring in
enforced use of productivity  improvement
techniques by which the erganisations, the consu-
mers, and the country at large. would substan-
tially benefit in the tong run.

Effective Commurication Systems

Quantitative  technigues  of  productivity
improventent would be fully effective only
if people are correctly motivated. By Motiva-
tton does not mean just a Bonu$ Scheme ; it
means the creation of a healthy socio-psycho-
fogical environment in which everyone gives
his best. One of the barriers to the attain-
ment of this ideal environment is the woelul
inadequacy of the svstem of internal copmmuni-
cations.  1n most of the present-day organisa-
tions, workers and supervisors exist as entities
mutyally incompatible, and alse incompatible
with management.  Whatever managemoent does,
cven with the hest of Intentions, the two
other groups react to it with suspicion and dis-
trust. This distressing situation can be relieved
only by a positively-designed and validated
communication system. Design of such a
system cannol be undertaken by amateurs
incompetently designed  systems do  greater
harm than good. There is a great scarcity in
India of people who can design proper conunu-
nication system. The NPC should join hands
with other organisations which specialise in
communication and behavioural sciences, to
evolve and field-test appropriate communica-
tion systems, and also to train specialists in
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adquate numbers to design and install specific
Systems at the operating unit level.

Problem of Multiplicity of Unions

There is also the complementary need for
improving communication to employvees from
exlernal sources, mainly through cxicrnal trade
union leadership. Such commumcation has
often been motivated by considerations other
than those thal are good for the organisations
or for the country.  In multi-union organisa-
tions, the situation frequently beconies most
d.pressing. The Governnmient's reeent  stance
towards the muolti-union parblen is encouraging,
but the results are yet to be seen. Whal is even
mote imypoartant than not having a multiplicity of
unicns, is the enlishtenmenmt of Union Leader
ship. There cught to be a kind of naticnal cede on
this, This writer would prefr unior leadership
to come from within the organisation itself. but
there could be evternal registered professionul
consiltants to Unions who must conform to the
prescribed code of cthics. Just as in the case
of legal, medical, auditing, etc. prefessions, the
perfermance of a frade union consultant must
also be lable for examination, and censure if
necessary, by a professional associatiun. The
NPC  would be rendering a great service to
organisations and the country, if it could initiate
this process in consultation with all concerned.

One of the factors that has been affecting
urion-managemicnt relationships in most organi-
sations 15 the vexed problem of prefit sharing.
Organisations which are not making sufficient
proiits are under intensc pressure to cut expendi-
ture on rescarch and development, marketing,
and other essential functions without which the
continued viability of the organisations would be
On the other hand, organisations
under heavy

imposstble.
making good profits are also
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pressure to part with more and more of such
surpluses, on the only plea that extra profits
were earned by the efforts of workmen. In the
ultimate anatysis, such pressures would retard or
stall cconamic growth and promote inflationary
trends. Re-investment of surpluses is vital for
cconomic growth.

The ery Tor larger and larger compensations
to industrial workers would not be in keeping
with the socio-cconomic ideals of the Govern-
ment. The number of industrial workers is a
very small fraction of the eountry’s population.
At somestage, this group must start thinking of
the mitlions of unemployed peopie who would
continue to swell in numbers and suffer ever-
increasing privations. if invesiible funds which
would crente new job opportunities are thus used
up to satisty a small minority of the population,
It is not the intention to dispute the concapt of
extra rewards for extra results.  But profits arc
not always dirsctly proportional to effort or
productivity. Tt would be preferred if extra
payments were linked fo  improvements in
productivity. A productivity-based-rewards
scheme would adequately contribute towards
national growth. The NPC and
similar other orginisations should take the lead
in evolving such concepts which would be just
and proper. net only in the short term. but in
the lonz fterm as well, In this context, the
following me.sure of productivity which  could
be considered is the index:

Value Added*
Wages

CConoTiic

Training Industrial Workmen

The NPC and the Local productivity Coun-
cils must consider seriously the need for training

svValuc Added=S8uiles- -Value of purchased materials
and ser vices.
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industrial workmen in management techniques.
With worker's participation in management in the
air, this need has become very urgent. If
workmen, not endowed with management
acumen, are put on management participation
programmes, one of three things may be expec-
ted to happen.

(1) Management meetings would be conver-
ted into collective bargaining and griey-
ance-hearing occasions.

{2) Workers’ represcntatives  weuld  be
unable to contribute materially to the
management of enterprises, thus cutting
at the root of the concept itself.

(3) Workers® representatives would lose

the confidence of their followers and
b