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- FOREWORD

The National Commission on Labour appointed the
Study Group on Productivitv and Incantives in its attemnpt to

assess the appllcauon and Diananjayaro Gadeil LI.hl_ﬂraru:l incen-

tive schemes in industri rstand the
basic_problens coaneste BT

Schemes. This was one 0 Gpg_pyUNE-121555 UPS set up _
by the Commission for c of its ter™”

of reference. The Study Group was required to analyse avail-
able information and project ‘its thinking on problems
relating to productivity and incentives in the years to come.

The views expressed in the report are the views of the
Study Group. In examining them for framing its final
recommendations, the Commission will attach due impor-
tance to these views coming as they do from knowledgeable
persons.  In the meanwhi[e, the report is being published by
the Commission with a view to seeking comments on it from
personsfinstitutions interested in the subject. ‘

The Commission is grateful to the Chairman and Mem-
bers of the Study Group individually for completing their
work within the time limit fixed for them. The Commission
is also grateful to all persons/institutions who may bave
helped the Study Group in reachlng conclusions.

. P.B. Gajendragadks

. Chairman

National Commission on Labour,

D-27, South Extension, Pt. II,
New Delhi-3. -
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L. INTRODUCTORY

- The Study Group on Productivity and Incentives was
appointed by the National Comamission "on Labour vide its.
Memorandum No. 6(2)/67-NCL dated 26th April, 1967.
“The following persons were appointed as members of the
«Group :

. Shri Bagaram Tulpule
. Dr. R. M. Shah -
. Shri N. §. Mankiker
Shri A. A. Niazi
. Shr Duleep Singh
. Shri N. 8. Ramaswamy
. Shri M.R. Ramsay
. Shri N. H. Sheikh

2. Subsequently, vide their Memorandum No.-6(11)/67~
'NCL dated 12th-May, 1967, the Commission substituted
Shri A.N. Buch, Textile Labour Association, Ahmedabad, in
place of Shri N. H. Sheikh i m the original composition of the
‘Group.

3. The term of referenoe for thc Study Group was as=
follows *— :

“The Study Group will, in regard to the subject allo-

cated to it, ascertain facts from available literature

" on the subject, draw conclusions and .suggest
solutions to the problems posed by the Group for

the consideration of the Commission. . “The Come

mission may also pose problems for consideration

of the Group from time to time. The Study

Group will submit its report as early as possible™.

- 4. At its first meeting held on 16th May, 1967, the
*Group had the advantage of the presence of Shri B. N. Datar,
Member-Secretary of the Commission., The Group sought
from him some elaboration of the term of reference. It was,
.advised that it could try to tap . the primary sources of infor-:
mation regarding the application and results of productivity
.and incentive schemes in different factories in different parts.
of the country. The Secretariat of the National Commission
also supplied the Group with copies of repoits of vatious-
-enquiries and stodies which had been made in this field -

in the past and othet relevant literature from time to time,

mqaupwm—
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5. In order to obtain factual information regarding
p.roducmjl_\‘ practices in industrics in  India, the Group
Flrculallcd to a number of factories a brief questionnaire seek-
ing the relevant information. About 14 companies responded
to the questionnaire and supplied valuable information
regarding the productivity practices and incentive schemes in
operation.  The Group records its thanks to these companies
for the response to its questionnaire.

6. The first three meetings of the Group were devoted
to an exhaustive general discussion of the subject assigned to
the Group, at the end of which the broad topics to be covered
were listed and a drafting committee was appointed to
prepare the first draft of the initial report to be submitted
by the Group to the Commission. The first draft was
then considered by the whole Group and after various modi-
fications, was finalised.

7. In this report, the Group has viewed productivity in
its total scope, not restricting it to labour productivity alone.
Productivity of labour has, of course, been discussed at some
length, but that discussion also has the total view of produc-
tivity as the context. The Group has tried to identify the
various factors that hamper productivity and to indicate the
measures that have to be taken for overcoming them. The
Group has only very briefly indicated the various productivity
techniques that are available to industry for increasing
productivity and has dealt at somewhat greater length with
the technique of incentives. The Group has also tried to
invite attention to the precautions and safeguards that have
to be kept in mind in the application of these productivity
techniques. The Group has, however, avoided a detailed
discussion of the techniques themselves in the report.

8. The Group was fortunate in obtaining from the
National Productivity Council considerable information
regarding a recent survey conducted by them on the produc-
tivity techniques and incentive schemes in operation in a
large number of factories. Since the factual information
obtained by the NPC in this survey can be the basis for
worthwhile conclusions, we have incorporated in this report
a summary of the broad findings and conclusions of that
survey, pointing out also the limitations of the survey’

itself.



II. THE BACKGROUND

9. The word *Productivity’ has come into sudden
prominence during recent years and has assumed great impor-
tance and significance in the context of the industrial develop-
ment of the country:

10. 1In the past, the related problem of efficiency was
discussed with the worker as the focal point of attention.
The Royal Commission on Labour, while discussing, in its
Report, the possible methods of raising the standard of living,
referred to two imain factors, poverty and low level of
efficiency of the Indian worker and observed that
the Indian worker produced less per- unit time thaz
the worker in any other country. The Commission
recognised the fact that the causes of this low efficiency were
complex and that some could be traced to the climate of
India and other factors, but that a powerful influence was
exercised everywhere by the low standard of living. It went
on further to say that inefficiency was attributable to lack of
both physica energy and mental vigour and that these to &
large extent were different aspects of the same problem, for,
physical weakness cut at the root of action, imitiative and .
desire. 1t further observed that this weakness arose from the
hardships to which the worker with indifferent physique was
subjected to, especially his unsatisfactory diet and the condi-
tions under which he was compelied to live. These hard-
ships were considered mainly the results of his inability to
afford anything better. The comditions contiaue to prevail
even today in the case of a large majority of the working
population.

11. The Commission made a number of suggestions to
break this vicious circle at as many points as possible and
suggested efforts to cnhance the efficiency and improve the
<onditions of life of workers. Thus, the focal point of
attention was the worker and not the cfficiency of the enter-
Prise as a whole as is the concept of productivity-

. * + Factors Affecting Productivity

12. Labour productivity is usually measured as ovtput
per man-hour. A given degree' of productivity, thercfore,
indicates the ' capability of the working people to produce-
‘Capability to produce is in turn dependent on socio-cconomiic

3
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ictors that operate in the given sitwation, degree of techno-
igical growth and the efficiency of the environment in which
ork is carried out. Viewed in its very broad context,
roductivity is & most complex phenomenon in industrial
ociety. It is influenced by so many factors. **Brought to
year on it are the ethics, the ideologies and the customs which
pen create to guide their conduct ; the physical attributes
f climdte, raw materials and space which mark the geog-
aphical location of the particular society ; the operating
sructure, the leadership 'and the goals of the institutions of
production and of these retated agencies which affect their
functioning; the technology and the equipment made available
in the past and currently being provided ; the numbers, the
skills, the industriousness of the people and the nature of the
informal and formal rules under which they work. These and
other forees are all at work.To disentangle any separate force
in this web of causative factors with-any precision is well nigh
jrapossible. But, productivity is a goal in its own right as
well as a test in the comparison of systems, for it is the
source of the standard of living- of the people, a major deter-
minant of the availability -of leisure, a basis for the status and
even the survival of a nation™. .

13. Cousidering a much more festricted field, an indus-
trial unit, the factors affecting productivity may be classified
under two broad hea.ds——-n_'\tf:l'nal .factors of pr:at?uct.ivity and
external factors of productivity. Higher productivity can ‘be ob-
tained by better organisation, better pracesses, better methods,
better machines and more effective use of labour, materials and

ital equipment iz the individual workplaces. These may
€ap lassified as the internal factors of productivity. In regard
be ci';e matters, the initiative rests within the unit. The
to these exercise -of management’s responsibilities in these
eﬂ:;z::calls for techniques which come under the broad head
mar = ent’ C
“scientifi m: nai:::mal factors of productivity are more

14. T de ider in scope. They may be local, national or
complex an wThe fiscal and economic policy of the govern-
;pternational- ious impact on the normal functioniog
ment can bave A8 L ) and ethical and cultural conside-
of an emerpns*:‘-, ons of social discipline, custom and religion
sations and tra l:;g picture. Both sets of factors affecting

50 corfleitl;“;‘:l ‘enact, External factors may affect the working
¥ an enterprise in various internal wajs.

15. 1t is clear that the approack to the problem of
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productivity will have to be comprehensive and all-embracing,
touching almost every facet of the socio-ecomomic policy
of the country. A. government which is concerned about:
the need for higher productivity has .a responsibility for
following policies which are in harmony with the objective of .
increasing productivity. The best..assurance of productivity:
growth lies in preserving: an economic climate in which.
rewards, whether of employers or- employeces, depend upon
efficient performance.

16. Increase in productivity of Indian labour r\:qnires‘
change in the social and economic circumstances of the work-
ing people, development of & modern technological base,
and improvements in the organisation of ‘work. Social and
econemic circumstances of the working people can be changed
only as a resuit of massive effort spread over a considerably
long period of time. Higher productivity itself, is in the
ultimate analysis the only guarantee of continuing increase in
the standards of living. Immediate increase in labour
productivity is, however, not possible - without a commensu-
rate belterment of the social and :economic conditions of the
people. - Programmes for improvements in labour producti-
vity should, therefore, ' be so developed and implemented
that they provide a substantial share of the gains of producti-
vity to the workers... - . : . S .

' I7. Development of a' modern - technological base
requires use of known machines and processes and scientific
rescarch 1o develop better methods of production. Most
dramatic increases in "productivity have: in fact always
been achieved through development and nse of new methods
and processes,. o R i

18. Improvements in the organisation of work call for
changes in the general organisation of the companies, better
vtilisation of machines, materials, men and space, simplifi-
cation, standardisation and specialisation, control of quality,
better maintenance of machines and buildings, improved com-
munications and more desirable industrial relations.
Improvements in the organisation -of work are not likely to
give such dramatic results as those achicvable on. introduc®
tion of new methods and processes. The cumulative effect of
Such measures is, however,. sufficiently rewarding in terms of
‘higher. productivity. , B >

Productivity Movement in India . L

“19: "Though a few management cossultants had - been

OperTatinig since the -thirtics, the - Produgtivity Movement a3
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such made a beginning in. India with the-arrival of the ﬁrst;
ILO Productivity Mission in 1952, It was at a meeting of
the 1LO Industrial Committee - on ‘Textiles’ heid -in Geneva'
that year, that reference was made to the need for increasing-
productivity, and the Directori General of: the Internatlona_ﬂ.
Labour Office undertook- to “-assist’ the Government of India’
by making available thie services of a team-of experts to shoW’
“how productivity ‘of workers in - 'Indian - Textile and Engl-
neering Industries can be raised by ‘the application, 18
selected plants, of .modern techniques, of work study and
plant organisation and, in addjtion, where appropriate by ﬂ,lf_-
introduction of suitable: systems of Payment by Results’-
Puring its term of assignment . from. December 1952 to Ma!
1954, the-ILO Mission, however; could not, for various.
reasons, adhere to the objectives in view. i ~ i, - R

;. 20. Under the conditions then existing it was not found:
possible, particularly in the. Textile: jndustry, o improvethe
system of payment by results ag had beeni originally planned.
This was' mainly -due to -the: legally established -pattern of
wages fixed by the Labour' Courts. and Industrial Tribunals;
decisions which weré artived at with difficulty after prolonged
fegotiations: 1t is generally accepted that -the introduction
of Payment by Results  should 'be preceded by a: thorough
work-study so that the rates of payment-under:the system;
once established, would-!not be disturbed .as-a result of
subsequent improvements; which raise productivity..--Anyisuch
attempt, it was felt, would create disturbance. in the existing
systems of payment and have .dn--adverse effect oh indusirial
relations. - It is only in-the engineering industry, because of
the ease with which the methods improvement programmes

could be imitiated,. the -work of the Mission met
SUCCESS. i1y o nll L :

Tegey

‘with some

* 7 21. The Mission’s efforis were therefore mainly directed
to' demonstrating *‘to' the trade unjon" leaders and manage-
ment alike that, given adequate supervision, members of the
existing staff in Indian plants can secure important improve-
ments even -after- @ comparatively short: and incomplete
treining inproductivity improvement techniques™.. © = ¢ i
i -32; “The experience of the first Missions howed that the
‘objectives of the Productivity Programme had to be formu-
Iated on a realistic assessment of the conditions ‘prevailing dt
that time. Subsequent years prove.d that'-the success of the
productivity —prograrmes: :lay in- t:hc unflmtandmg of the
actual situation more than the preconceived aims aud objectives.
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23. The most encouraging result .of the - ILO.- Mission
was the decision of the Government of India to establish the
Productivity Centre -under the -Ministry - of = Labour .and
Employment. - The Productivity: Centre which started funcs
tioning in 1955 now forms a wing of the Central - Labour
Institute which is concerned.. with the. scientific study of all
aspects of industrial development as relating to the human
factor and to the problems of the man-at-work. The Product:-
vity Centre started with a series of educanonn] prograrunes
directed 1o all levels of management and workers. ,Later,
when the National Productivity Council” was set up with
va,stly fgreater resources in carrying out the campaign for
increasing product:wtlty at the mational leve! the Centre
confined its activities to meet the felt needs of EToups. qf
industries and the approach of the Productw:t Centre’ was

selective, such  assistance . being provided . the "~ joint
request of Labour and Management of umts or groups
MHMCd ! I TR B T NI TP

24, The work of thc Productlvny Centre, programmes
for national development and work of some management
consultants gave an indication of the potentialities of mmatmg
4 much more comprchenswe and wider' campaign'in the
field of productivity. " The Government "of India accordingly
sent a team to Japan fo study and report’ on the productivity
movement there. The: National' Productivity Council was
consequently set up as an eutonomous body with represen-
tatives of the Government, employers, labour and institutions
already engaged in the work relating to industrial producti-
vity, on its policy making bodies.‘ The National Productivity
Council' commenced* work “in * February 1958 “with ™ the
objective of propagating 'the ‘concepts, and’ techmques of
productivity through training, dissemination 'of information
and other means. The NPC promoted. the “establishment of
Local Productivity Councils jn' important’ jiidustrial centres,
Forty- seven LPCs have' since’ been  set up' ‘as autonomous
bodies with the same tripartite character. These steps helped
to spread the organisational met-work for ‘productivity to
all important-industrial centres and: to - associate’ all. parties,
namely, Government, labour and’employers with the product
tivity ‘movement.-~ Autonomous .>character -of ‘the - Local
Productivity-Councils further"prowded a: basis: for the deves
lopment of a seniser of - parti¢ipation -of 1ocal employeis:and
trade:unions.in the productivity. movement):iw o1 gyl
171295373 The National ‘Praductivity Cotindil“drew upon’ ths
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experience of other countries while preparing its pr

of action. The assistance by the G(l:ve]:nmeﬁts ofl:h:gtl.?:;:e‘l;
States, U. K., France, West Germany and the U.§. 8. R

helped substantially and continues to help the implementaﬁor;
of the programimes of the National Productivity Council.

26. In U. K. and the continental countries, the camp-
aign was initiated by organising teams from industries to
visit the plants in the corresponding industry in the United
States. The teams were selected with great care. Members
were chosen who commanded respect in the industry concer-
ned and who were likely to profit from the visits and were
capable of exerting their influence in persvading the industry
to take serious note of the tfeam’s report and assist in the
jmplementation of the recommendations. Arrangements
were made for each team to make preliminary visits to
various establishments in the industry before proceeding to
the USA. These visits were intended to provide the members
an oppoTtunity to make an assessment of the conditions in
the industry and its problems. -

27. 'What is of particular interest is the action taken
following the return of each team from the USA. Each
tecam was responsible for preparing a report outlining its
experience and the lessons that, could be drawn from it.
Vijgorous action was taken in disseminating the information.
- The various teams’ reports, summaries of them, conferences
on them, and discussion about them — in which the team
members *on both sides of industry’ took part — spread the
collective experiences of each team through the industries
concerned, and through related industries which had not
seqt teams to America. Further, this experience was taken
up as raw material by other bodies — by trade associations,
grade unions, and the professional organisations of accoun-
tants, production engineers, personnel managers, industrial

sychologists and others — in _such a way that the technical
jmplications for British industries sild firms were thrashed
out from all angles and stand-points™. !
. 28. By and large, the teams that visited USA reported
that higher levels of produqtivity in the USA were not
achieved by methods or techniques unknown or which could
ot be adopted in their own countries.” But they emphasised
that.the initiative for applying these ‘methods or technigues
principally with management. The main benefit of the

la b .
wgrkrof the Productivity Teams lay in the jnjerest generated
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by the discussions on the reports on., the need for raising the
levels of productivity in the industry. Peter Drucker in his
book “The Practice of Management” in emphasising his
point of view that the human . resource must always be
motivated to work, has admirably reviewed the work of these
teams in the following words : “Nothing brought this out
better than the reports of the teams of European techaicians
and managers who came to this country under the Marshall
Plan to study the causes of American productivity. - These
teams (and there were several hundred) expected to find the
causes in machines, tools or techniques, but soon found out
that these elements have little to do with our productivity, are
indeed in themselves a result of the real cause; the basic
attitudes of managers and workers. Productivity is an
attitude,. was their unaznimous conclusion.” The general
acceptance of the recommendations made by the tcams meant
that the industries concerned had to create, the necessary
climate and evolve the necessary machinery for giving effect
to them, particularly in the matter of training personnel in
higher productivity technigues and jn the other allied ficlds
of specialisation. Training programmes were initiated by
industry and these were matched by the training programmes
initiated by the  trade unions for the benefit of their own
members. s
29. In India too, the movement was initiated by
organising similar teams composed of management and lnbm.n'
representatives with the difference that the teams from India
elso visited Britain, West Germany, Japan; US.S.R.,
Czechoslovakia and Poland besides U.S.A. Each team sub-
mitted a report on its findings and recommendations, which
were published by the Natiopal Productivity Council .and
widely circulated to the industry. The members of theteams
have on return participated in seminars, contributed articles
and given talks from various platforms and from the AH India
Radio to popularise their findings. The essistance of the
Governments of U.S.A, Britain, France, West Germany and
U.S.5.R. also enabled the National Productivity Couxcil 0
send Indian technicians, managers and trade -uniomists for
training to the respective countries. The participants of these
training progresnmes have, after a period of work on return
to their job in India, reported having made 31$“1ﬁ°°.nt
Muprovements relating fo  better human relationshiDs
improved wtilisation .of resources and innovations in their
respective fields of work.: . S '
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a1 30, However] fhié ipact'éfithese’ programmes- has not
come up o' expectations. « This may be due to-varions causes.
Only:a few really top-rinking persons could be involved in
these ‘programines.” The follow-up action was not as intensive
as it’should have been: Industry itself ‘did -not show great
keennessi'about understanding"and -implementing the re-
commendations of -the teams: ' Thé' interest of ftrade -unions
especially, could not berenlisted in the follow-up. C
w31, ' Almost concutently with the programme of sending
stidy teams and trainces abroad, the’ National Productivity
Couticil also started conducting fraining courses in the various
subjects of productivity within' the country. Till March, 1967,
the LPCs and NPC had conducted 2,142 courses covering &
total of 39,410 participants’ The NPC has evaluated the
impact of its training progeammes. Questionnaires were scnt
to-the participants and their employers for this purpose. The
answers indicate that the training has ‘benefited the orgamis-
ation, brought zbout change in ‘the outlook, behaviour and
competence of the participants and that the trainees have been
able to' effect significant improvements in the areas of their
functioning: Tmprovements are reported in machine wtilis-
ation, Teduction of break-downs, improvements in quality and
guantity, reduction in cost and ‘waste and improvements in
management-worker relations. - '

% 32 Realising that the movement for productivity cannot
be successful without the active: participation: of Trade Unions,
the NPC and .LPCs were conceived as tripartite bodies with
equdl number-of representatives from Government, employers
and labour: - Consequently, all. the pational trade union
orgamisations are.represented in-the NPC and its Goveming
Body. - The trade unions operating in- the . respective . regions
are similarly: represented on -’ the- LPCs. - Nominees of the
Trade Unions also hold: important ' posts: of office-bearers in
the ‘National and Local Productivity Councils.- The' Produc-
tivity: Councils also-initiated ‘ programines for training trade
unionists in modern management: and productivity techniques.
Courses for:-workers and -nominees -of .trade unions are
organised through the Locat Productivity Councils free of cost
and in the Indian languages. Fee is also waived: for trade
union representatives in other programmes of the National
Productivity Council: - The council has also started accepting
sominees of trade unions in-the one-year fraining course in
industrial Engineering which is run to train the engineers of
the National and Local Productivity - Councils: - Participants
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in this programmie are paid a stipend of Rs: 450/- per month.

. 33. The NPC and LPCs have also started to undertake
Specific assignments to assist the Industry “to define, analyse
and ‘solve the problems concermng hnman relauoushlps,
productmn, quality costs, etc.

© 34. 'Apart from the Producnwty Councﬂs ahd the
Productivity Centre, there are a number of ‘other bodies and
institutions doing laudable -work in the field of productivity.
These include the various ‘management traiuing institutions
and colleges, the' - -institutes of  training in -industrial
engineering, the various research institutes set up bymdustncs,
some professionsl organisations and-such gthers. " i -
35. Though the work of all these agencies has doubiless

made some impact on productivity m industries and units
which they have been able to reach; there is still no’ room
for complaiscence about the results achleved ‘Taking industry
asa whoie, it cannot still be said that their keenness or
expertisé it the matter ‘of productivity has been preatly
enhanced. Productmty has not yet achieved the dimension
ofa national campaign that it was intended to be. At a
Conference on Productivity and Management in July, 1967,
Professor M.S. Thacker remarked, “If we look at the existing
conditions and present state of productivity 'in our industrial
enterprisés both in the public and private séctors, there is a
lot which needs to be donme. I thought the NPC, over a
decade since its establishment, would have been able to bring
efficiency of the management upto the degree that was required.
Unfortunately, this increase in efficiency has not been noticed”-
It is not infrequent that opinions are also voiced of the lack of
support in the drive for increasing productivity.



I, ORGANISATION OF WORK

36, The primary responsibility to. raise productivity in
individual undertakings rests with the management. Raising
productivity in the undertaking calls for action in three main
fields ; organisation _and__contgal o,f. work, personnel policy,
.and plant and equipment.” " _
" 37. In a country where there is much uncmployment and
,under-employment, the easy. availability of labour inhibits
eﬁ'orts: bglng n;ade towar_ds more effective planning and
organisation of .. work .with. due regard to man-machine
relationship, the work-place, the environment and personnel
factors involved. Most things are taken for granted. For-
tunately, in the present campaign. for increasing productivity
and in the need for a little more attention to these matters
with a view to making more. effective use of all available
resources and in the new concept, labour is not considered
as an expendable commodity but as any other resource going
.l;;to pr?ld;]cuglgam P{erge ltth Tayw bi nllore pert:[neut to mention
the need for organisin . work-place and work so that
ne o con e e o Wl bt iyl o
to : . report * -at-
Work” (Central Labour Institute) points oult) that th::l?;—
giological cost of ;.Mug and l.'gviwotking must be met by a food
calorie intake. . A major poriion must nececessarily be used
to maintain life, leaving only a. very small Pemntgge a:)ll'I ze
food intake to enable work to be done. In view of the poor
" utritional standards of the WO'l'keI'S, it is very necessary that
prop:; attCnttiO:Em]:)s;' be given to fit the job to the man
and the man to the Joo. L i oy
38. How the poor physique and the low calorie int!ake
can result in low efficiency is very well jllustrated by many
examples which can be met with in jindustry. Ina weil-
knxamown cubber company, _it was stated that the efficiency of
ur operators o light jobs such as manufacture of cycle
o reg and tubes was a3 high s can be found in some of the
tyst associates of the company elsewhere in the world. It
Pe ly in cases where heavy expgndlture of energy is involved
is ooty k. that the efficiency is very low. It was stated
o “Zorﬂ:’ne case of motor-car and truck tyres, the cocrespon-
1 t mﬁi tency was 2s low as 45%. This pc_nnts to the need for
dlzf::r ::g anisation of work s0 that the jobs requiring heavy
pr
12
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::.‘:fl::dtfure of energy are kept to the minimum or suitable
anical handling equipment made available.
withst?x.c ez':e action to be taken in these fields would vary
Ve nomic position of the undertaking. Even wheP
]'t 1ot possible to make substantial changes in equipments
:n ew:]l always be possible to use more fully and efficiently th®
ans available on the one hand for the continuous improve”
ment of organisation and methods, and, on the other hands
for the active participation of all personnel in efforts ¢
Increase productivity.

‘{D. _The raising of productivity would require af
examination of the general organisation of the undertaking
and a clear definition of the lines of authority a0
respansibility. The advantages of adopting 2 form of orga”
nisation which permits specialisation of functions togethe”
with adequate coordination have been recognised increasingly
in large establishments and organisations. The applicatiod
of work study techniques will lead to improvements in1h¢
layout of factories and work-places and in the design of
cquipment, to better working cnvironment, improving °
organisation of work and simplifying process, thus resulting
in better utilisation of materials, equipment and menpoWer:
Woark Study jmproves planning and control of productiont
and efficient manning of plant, could provide indices of
Iabour performance and serve as a basis for control of labouf
cost and, in appropriate conditions, for systems of Payment
by Results,

41. Careful attention to production planning and
control would ensure availability of materials and comESH
nents when and where they are required, reduction in idle
time of the machines and proper utilisation of manpower:

42, Simplification, standardisation and specialisation
would bring out improved economies of operation by out-
ting down the range and variety of articles produced and 4
the use of mass production techniques.

43. Close cooperation and interchange
between departments responsible for design,
production would lead to maximura cfficiency in labour A%
plant utilisation. An up-to-date knowledge of the vartous
items of equipment and materials used, would help the desigt
and planning staff to devise the most economical methods,
processes and cificient tools.

44. Attention devoted to costing and budgetary control

of information
planning an
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would provide accurate information about unit cost; the
means to control expenditure properly by comparing results
actually achieved with budget forecast; and guidance in
planning for the future. The special attention given to raw
material and marketing policies—in particular, reorganisation
of methods of distribution and a study of markets—would
ensure an outlet for an increase in production. In case
where adequate markets exist, wheze supplies of material
and laboar are sufficient and where overhead costs represent
a substantial portion of total cost of production, the possi-
bilities of increasing production by working a number of shifts
would result in a reduction in cost.

45, The initiative of management and their technical
experts cannot be successful unless a favourable climate is
created wherein the trade union movement and workers are
generally prepared to accept responsibilities for increasing
productivity. This acceptance must find practical test in the
individual establishments.



1V. PRODUCTIVITY TECHNIQUES

46, Productivity has been expressed in many ways. One
of the ways of expressing the concept of productivity may be
*“optimising/maximising the economic utilisation of all avail-
able resources and investigating and utilising the best known
‘Tesources, as also creating new resources for different activities,
be it industrial, commercial, agricultural, services or any
-<conomic activity involved in our day-to-day life”.

47. This wide concept of expressing productivity
‘has resulted in the techniques - of productivity being cvolved
-out of the utilisation of knowledge in- various disciplines for
understanding and assessing the effectiveness - of - diverse
-€conomic activities. = - '

48. Industrial engineering is concerned with the design,
improvement and installation of intcgrated systems of men,
materials, machinery and management. It draws upon
specialised knowledge and skill ip the mathematical, physical
-and social sciences together with the principles and methods
of engineering analysis and design to specify, predict and
-evalvate the results to be obtained from such systems.

49, It must be stressed that production methods and
technolopy that have proved successful in one situation or
<ountry will not necessarily prove so in another where the
availability of raw materials and other resources, climatic
-ooqdlttons. scale of operations, and such other factors are
quite different, All these and other similar factors must,
therefore, be kept in mind when sclecting the machinery,
equipment, design of product, materials, methods and
techniques to be used for production in a given situation.

o 90 Use of sound work-study techniques yield data
from which work-allocation, manning of processes, time-
standards, job-values, production norms and incentive
Gchemes, can be computed or devised. However, the data
cannot be gathered or used mechanically without proper
tegard for their effect upon the workers involved. It i5
therefore, essential that the workers’ representatives and
trade unions are associated in the application of the techm:-
“ques, 50 that their confidence in the data-collection can be
ensured, Further, the norms, standards, job-values efc-
«lerived from the data should guide management and ths

15
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union in asriving at agreed decisions' on the changes to be:
made, giving due consideration to the special features of the-
given situation. : :

‘ 51. The depth and width of concept involved in
industrial engineecing and productivity bring into totality of”
its scope a vast array of activitics which primarily can be
‘covered under the science of management. The following.
outlines the different techniques that have been usefully
employed: ' :

1. Method Study

52. Method Study is systematically recording, analys-
‘ing and critically examining present and proposed ways of”
doing a job and the evolution and application of easjer and
more effective methods. ’

53. It consists of careful definition of the problem to-
be studied, recording of relevant facts about the existing ways.
of doing ajob, critically examining the present procedures-
adopted in se_quennal order, d'e\'c]?ping a practical, effective
and eco:;m.lcql wt? of doing it, taking into account all
factors influencing the circumstances, installing the evolved.
‘method -as a standard practice and ensuring the maintenance
. of the standard practice.

54. The definition of the problem to be studied willi
have to be based on economic, technological and humasn.

5 involved in the situation. .
factor!

55. The evolution of & new method wouid involve-
- ¢ritical evaluation of dificrent factors like objective, mate:-)ial,
activity, “3}‘“&“’ place, eq\tleme;t, Jmethod, person doing.
the job, apalysing reasons as to why it is performed in the
P“sc”t’ way ';:vestlgfaung mt<:l probable alternatives in
Fpectofthe izt fucioms, aodslction ofany paciular
alternattve 1o ssibilities.

2. Work Measarement
56. Work h{leasun’.ment broadly covers the application:
¢ different techniques 0 cstablish the work content of a-
" ecified task Dy the determination of time required for
ot ing out the particular job under consideration at a defined
dard of performance by a trained - worker. The following.
swnthe main techniques adopted in Work Measurement:
are

i) Time Stody; '
(i Activity Sampling

(ii) Development of synthetic times from standard datag
111
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(iv) Predetermined Motion Time Systems;..
(v} Analytical estimating. .
3. Time Study .
57. Time Study is the determination, as closely as
tpossible, from a prescribed number of observations, the time
required to.carry out a given activity at a specified standard
«of performance. The stop-watch is used for. this purpose.
It takes into account performance rating which is applied to
:the z;ctual observed times thus deriving the normal time for
ajob. - -
58. Work Study which is generally .meant to include
method study and work measurement can, if not -properly
.applied, create strained relations belween management and
Jabour. Their application requires confidence, sincerity,
4integrity on both sides, and management should provide ade-
+quate asstrances {0 workers that this will not be made use of
.as a tool which can affcct workers' interests. On the other
Jhand, work study, if systematically applied, can strengthen
-industrial relations and achicve prosperity of enterprises
Ahrough higher productivity, Workers’ fears and suspicions,
-while being time-studied, can be dispeiled if it is properly ex-
plained. It is important that the fear of redundancy among
workers should be overcome befors commencing the studies
-and this is easily achieved by management generally giving
an assurance that no worker will lose his employment as a
~direct consequence of application of work study. Rather: he
“would be redeployed on other jobs asa result of replannivg,
-expansion or through natural wastage. Also it is important
“to keep workers and their representatives fully informed be-
sfore such studies are conducted.

4. Inventory Control .

- 59. Inventory control is the optimisation of capital
sinvestment in inventorics with minimisation of cost of capitad
involved with due regard to the cost of stockouts of
-manufacturing, components and spares and finished goods
lnvel-ltories_ It hc]ps majntain adequate liql.lidil'y positiont
-and improves roturn on investment. In India, many surveys
kave revealed that crores of rupees are invested in inventories
.and the turnover is invariably very low which results 1
-fmancial problems to the industrial undertakings.

60. It includes the concept of selective inventory €
"tro] which facilitates priority of attention and contro] on 2
#ew selected iterns of inventory which primarily matter io
-lmPIOVeme:_lt of the whole situation. :

on-
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5. Stores-keeping Methods and Practices

61. This relates to a complete study of recciving, ins—
pection, storage, codifying and cIassifying and' issuing alk
materials, spare parts, gencral stores etc., In an industrial or
business undertaking. Statistical inspection methods are
included, covering the various sampling plans while dealing
with large quantum of stores. Classification will have to
take into account grouping of items to be an advantage in
regard to physical storage, families of parts. stores and
financial accounting. standardization etc.  Codification
would include the different systems, viz.. alphabectical,
mnemonic, sequence, numeric, combination and the general
digital system largely preferred for mechanised accounting.
Layout studies cover the achicvement of a proper and
systematic location of different items which fucilitate their
easy identification and minimum weight-distance movement
including the benefits of group storage of part families.
System of Recording covers the whole paper work system
from the time goods are purchascd upto the point of
manufacture and distribution of finished goods. It also
includes the brass ring and Mckeskey systems used for tool
control.

6. Plant Design and Layout

62. This is primarily focussed towards application of
work-study principles to plant design and layout at the
design stage thus achieving the vast economics possible right
from the initial conception of the project. Work Study is
uscd as a preventive tool. which is generally not at present
appreciated in Indian practice. It is far better, easier and
cheaper to make changes at the drawing board stage of the
development of a project than on the shop floor or after its
completion. Every aspect of space utilization, integration of
all facilities, economical materials handling, technology uscd,
overall layout etc., are questioncd and effective answers found
for the best and most productive utilization of facilities
in the early stages of the project. In view of the develop-
mental naturc of our economy, this arca can be termed very
important especially in respect of new projects.

7. CPM and PERT

63. The Critical Path Mcthod and Programme Evalua-
tion and Review Technique have some factors in common,
though they have been deviscd to solve different problems-
and are applied somewhat diffcrently. PERT was devised
in 1958 by the Navy Special Projects Office in the United States.
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while planning, scheduling and achieving the Polaris Missile
Programme. Its impact has been such that today in the U.S.
it is virtually impossible to get a defence contract for work
without being involved in PERT. Both are net-work
techniques, and where each activity time is deterministic, it
would coincide with the concepts of the CPM, while in the
case of first-for-ever projects where the time estimates are not
possible to be determined with precision, assessments of time
relating to the optimistic, most likely and pessimistic times
would be made and the estimated PERT time determined
using the Beta distribution. The determination of the Critical
Path Method helps in assessing the completion date of a
project. In the use of PERT, it has been possible to assess
the probabilities of completion of a specified project in respect
of any target date, using the principles of statistics. PERT
costs deal with the economics of crashing activity times at
increased cost, with respect to reduction of overhead expendi-
ture for reduced time, while objectivating to achieve a sooner
completion date of a project.

8. Standardization, Simplification and Variety Control

64. The definition of Standardization as approved by
the International Standards Organisation for Standardization
is. “Standardization is a process of formulating and applying
rulcs for an orderly approach to a specific activity for the
benefit and with the co-operation of all concerned and, in
particular, for the promotion of optimum over-all economy
taking into account the functional conditions and safety
requirements. It is based on the consolidated results of science
technique and experience. It determines not only the basis for
the present but also for future development and it should keep
pace with progress.”” Applications of standardization are in
the areas of units of measurement, terminology and symbo-
lic representation, products and processes, specification of
material, machine, instrument, for quality, composition and
performance, inspection and sampling, tests and analysis,
safety of persons and goods, and model form of agreement
and contract.

65. Variety Control involves the elimination of un-
necessary types and grades, shapes and sizes of manufactured
goods. The basic principle of variety control is that a single
item should serve for as many different purposes or for as
many different classes of equipment and kinds of construction
as possible. In this sense, variety control can bc applied at
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various levels within a single unit; within a single industry,
between several industries and among all industries in a nation,
among alt industries throughout the world, and as an integral
part of the standardization programme. The areas of applica--
tion of variety control in industry can be on different product.
lines, within a product group, diversity of finishes and packing,.
basic designs, component parts-and sub-assemblies, materials,
tools etc. . ’ -

66. Simplification enables production department to-
improve planning, achieve higher rates of produciion and
machine utilisation and simplify control procedures, while in
regard to the consumer, it tries to satisfy the consumer by
giving him a choice or furnish him the nearest to what he.
wants.

67. The different techniques used in these areas are :

(i) Market rescarch and Opinion Survey,
(ii) Profit analysis and profitability studies,
(iii} Preferred numbers,
(iv) Consumption studies,
(v) Classification and codification,
{vi) Value Engineering,
(vii} Modular coordination,
(viii) Documentation,
(ix} Work Study and Quality Control.
9. Job Evaluation

68. Job Evaluation is the determination of the value of
an individual job in an organisation in relation to the other
jobs within it. An important aspect of job evaluation is the
joint participation of labour and management in the whole

rogramme, right from the very injtial stages of job description.
While the methods employed for evaluation would be governed
by the nature of jobs covercd, the success of the programme
while implementing it would depend on the degree of accep-
tance achieved by labour and management at the various stages
of the evaluation. Hitherto, jqb cvalpation has been applied
more in the arca of activity of industrial wor}(erg. In general,
there are non-quantitative systems and guantitative systems.
Uinder the non-quantitative, the two common systems are the
spanking system”, and “grade descnptlon. system™, while in
the quantitative systems, we have the “point system” and the
efactor comparison system”. Either a partlcul_ar system of
qariations of the Eiiﬁ‘crf::lt systems are adopted in practice tg

ita particular situation. Son_le factors gommonly emp‘lqye )
for evaluating jobs are education, experience and training,
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$kill; responsibility -and; dependability, wocking conditions,
intelligence and initiative etc. = '
L FER i:l'ﬂ-ﬂ(Meri:t.:R.Sting' e
s .69, . Merit Rating is the evaination of work. performance
“invian - orderly. and _systematic way. . Different, factors used
'-_in rating individual behaviour traits.and aspects,.of work per-
formance include : dependability;- attendance; willingness to
‘cooperate; sound heaith, housz keeping practices, Jevel of
initiative, capacity to judge, job knowledge; quality of work,
potentiality for growth,. volume of work, intclligence, safety
<consciousness and versatility. The effectiveness of a merit rating
programme would depend upon its receptivity and integration
-in respect of the environmenta] factors in an organisation and
the weightage given by management to rewards and punishments
on the basis of such a -rating. It is important to eliminate
errors of personal equation in the implementation of -such a
.programme and this is-generally achieved by a review of the
-evaluation by a different person or committee in. respect of a
-pa;-ticu]ar individual who is rated..
' 11. Value Engineering . .

70. Vzlue Engineering is one of the more recent potential
techniques evolved which has helped in sustaining economies
of even developed and affluent countries and also combated the
stiff competition faced by these countries from developing and
low-cost economies. While in cost reduction the focus of
investigation is on the specification, in value enginecring the
focus is on the function performed. The four basic questions
-asked in respect of value engincering are : - :

: What doesitdo ? .
What does it.cost 2. - : :
What else would do the job ?
What does that cost ? :

71. Through -a brain storming process consisting. of
persons with different and diverse background, the guestion
*“what else would do the job" is answered through a variety
of possibilities which can be developed from a number of
ideas that emerge, - -

72. The cost in respect of the different ways of doing
a job are evalvated and & way of achieving the desired func-

tion is selected, with due regard to cost economies. it has
been often quoted that value engineering is a new American
Industrial Technique that has been described as the biggest
thing sinee mass production. For import substitution in our
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economy, value engineering must be considered as indis-
pensable.
12. Office Organisation and Methods
73. This would primarily include the application of
work study principles to office working. While work study
-generally focusses its application to industrial workers, Orga-
nisation and' Methods techniques are used for the study of
office workers. It includes charting procedures, questioning
and evolution of new systems and methods, development of
manuals in different management functions, studies relating to
responsibilities and auvthorities, accountability and manage-
ment audit, work measurement for office workers, organisa-
tion studies, performance evaluation, control of office costs
etc. - :
: © .13, Materials Handling
74. Tt is primarily the application of work study tech-
niques to material handling problems which covers analysis
and improvement of such activities in stores, processing de-
partments, transportation, offices, etc: It also covers the dif-
ferent factors that enter into the selection of mechanical
‘handling equipment and devices. It objectivates im its tota-
Tity to integrate the handling activities with the primary acti-
vities of production. TR .
14. Production Planning and Control
75. This technique is many 2 time referred to as the
nerve cenwre of an industrial enterprise. It integrates the de-
mands and sales, availability of plant and equipment capaci-
ties, and capabilities, human skills, - fiow of marerials, spares
and components, in the fulfiment.of sales and service needs
of the crganisation. Optimisation in utilising different facili-
ties like men, machines, materials etc., is achieved through the
application of different techniques of forecasting, quantitative
methods and Operations Research. The line of Balance Tech~
nique i5 also used. :
o 15. Waste Reduction .
76. This technigue is gaining greater importance ‘in
recent times especially in the Jight of the need to reduce costs
‘and utilise all resources to the best advantage of society. Jts
3ppli63’ti°'1 can be in different functions of an enterprise.
However, its focus would naturaily be on those functions
which spend a greater part of the organisation’s resources.
{n an industzy, the production function has attracied this area
of study- Industrial wastes are in sevqral forms, ‘viz., wastages
in the form of man-power, machine, time, materials etc., and
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heir reduction can greatly contribute to reduced costs and in-
Lreased profits. The whole gamut of techniques and methods
wsed in Industrial Engineering can find systematic application
in Waste Reduction studies. R

16. Product Engineering

-77.. Product Engineering includes the basic conception,
research, engineering and commercialising of 2 product. It
takes account of a variety of Factors, i.c. need, design, ‘market-
ing, production, aesthetics, economic risks, techmology and
«capital in the evolution or introduction of a new product and
also in the review of an existing product.- ;

17. Systematic Plant Maintenance

78. This includes the study of the mainteaance function,
gcgnomi;s of maintenance, control procedures, work order
‘Systems, catégorisation of equipment, lubrication, craft measu-
rement, maintenance cost control, equipment replacement
policies, etc. which are of vital impartance especially in the
light of large industrial complexes of modern times and higher
,!evels of break even factors in large scale process operations
involving high investments. The importance of plant main-
_tenance in - relation to labour is vital in view of the critical
features of laboir management relations especially when thetp
Are frequent plant break-downs in the industry. -

18. Techuiques in Personnel Administration

1. OFf necessity, an organisation must grow i order 0
‘live. - Many are the new techniques, which industrialists have
studied, the introduction of which into industry is calculated
-to tnprove productivity. Where these new -techniques had
heen_ introduced and had only a- limited value, investigation
has invariably shown that insufficient thought and action had
“DESLL g1ven to the human aspect. o ’
+.. 0. Results are only obtained - through " people. * There-
‘_Igre, the ¢ooperation of people is necessary jn order that any
D®W system 'of work can function properly. In other words,
they must be motivated to accept and work the new system t0
the optimum extent. - ‘ s ,

~ 8L. The fact that incentive schemes etc., produce e
hanced €arnings is, in itself, not a sufficient enough motivator-
Many are the cases where this can be shown. This cooperd-
tion can be achieved only by recognising that the man on the
shop floor i a human being and not a ‘cog in a wheel. -

82. There must be an interest in work if one is going t0
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give of one’s bests. . There must also-be pride in doing 2 good:
Job: There must be a ‘sense of belonging’ to the organisatioﬁ; .
83. There must be.a recognition that every man has his.
dignity, that people are eatitled to their own..-opinions, and.
that security is the reward for good service,
84. To achieve a state where the worker is amenable:
to these new systems, management should strive to give :
*{iy " Good working conditions
(i) 'Well trained supervisors
" (iii) Good counselling facilities
{iv) Fairness in all dealings '
(v} Information—the fullest possible
(vi} Good training facilities -
(vii) Joint consultation
(viij) Systematic Merit Rating
(ix) Good selection programme for promotion as well
as for new entrants
(x) Good grievance procedure

19.. Techniques in Masketing
Consumer Behaviour

 85. Regional variations in India are too many, to per--
mit of any generalisation. The demographie, social and eco-~
nomic ‘environments in which the Indian population are-
placed today show marked differences, with the result the
marketing research techniques that have been developed to-
understand these complexities have proved quite inadequate.
For instance, the consumer behaviour studies undertaken by
the National Sample Survey, and by the Indjan Statistical
Institute, could bring to light the specific behaviour patterns-
‘that have been influencing the marketing operations in this-
country only in a cursory manner. One of the important.
techniques used by the Indian industry for understanding the
consumer behaviour is the attitude measurement survey. Be-
cause of a high degree of inter-disciplinary approach involved”
' in this kind of effort, and because such surveys are expensive,
very few companies have so far been ina position to conduct.
guch surveys, It is worthwhile to mention here that the
attitude measurement surveys have yielded good resulis in
" the consumer goods fields.

Test Maketing
86. Test marketing is the technique whereby the large
" scale simelation of the market is created, so that the needed‘_,
gdjustments in terms of the.product. packing, the channeb
selection, pricing and promotion could be properly developed..
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“This kind of process, especially in mass’ marketing, helps' the-
=marketer to improve productivity, or in some instances, may”
be at least to minimise the productivity loss. So far,'6 to 7~
~companies have been adopting this technique to test the mar-"
ket so that ‘whatever productivity gains have been created by
the production are not lost for want of an effective marketing
imachinery. : ’
: Product Planning and Policy -
87." The "product, - being the centre areund which the-
-entire organisational success is- built, cannot be successfully-
-designed and developed unless it incorporates within itself the
-engineering- requirements and fulfils the consumers' opeeds.:
Much productivity gains have been made by using some of
-the following marketing techniques, before or after the intro-’
-duction of the product. R :
R Product Test
88. Especially in such of those consuiner products:
-wherein the consumer’s attitude is largely conditioned by his
personal involvement ‘with the product, the techniques of
'product tests- and blind product -tests* have been proving
auseful ‘pointers for developing product: on the most profitable
lines. For instance, the tea, coffee, cigarettes and foodstuff
manufacturers in India could successfully find out the attitude
-of consumers towards their product,.using these techniques.
Particularly, a foodstuf manufacturer, becduse -of a survey
-conducted with the consumers, using the blind product test;
-could successfully revamp his production methods and proces
ses. This'no doubt proves that the contribution of marketing
itechniques to productivity can be enormous. ‘ o
8% In the industrial marketing 'field, the straight
‘product test¢ have brought out startling results in terms of
‘the use-problem  with certain machine tools, textile machi
‘mery and power-driven ‘tools. The improvements that were
‘noted and that were brought ‘to light through product tests
help the manufacturers in designing and dcveloping the
products suitable to customers.’ ’
Packaging Research

90." In the markoting process, packaging is Jooked upon

**Product test is - sijuation wherein the product is tested for it8
intrinsic and psychological qualities with the existing or Prospecs
tive users, In g simple product test (mostly industrial produ'—;he
the brand and the manufacturer’s identity are known to thf

- Tespondents, whereas in a blind product test, the manufacturer’s

i ddentity and the brand are not disclosed to the; respondents. -°
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as a part of the product. The' consumers’ preference for &:
particular product is the result- of not only their liking for .
the product. but also, in many instances because of the

packaging advaniages that go along with the- product. This -
is & very important concept behind the produet developraent:
and product offering. Much productivity gains.have been:
noticed, especially in the foodstuff and some of the pharma-;
ceutical products, because of the marketer's consciousness-
of the basic relationship between product and the packaging.

The analgesics. (pain-relieving non-prescriptive pills .such as:
aspirin) rearket .could ‘make impressive. progress because of:
the control the marketer had on the packaging of the product.
The heat-sealed strip - packaging has’ enormously contributed.
to raising, prodiictivity and congumer appeal. It is. acknow-:
ledged that the productivity that the manufacturers of analge-:
sics lgave at_tamed today could not have been possible but for
the timely introduction. of. the heat-sealed strip packaging in
this field: et e
5.+« - Digribution Chammels .. .. = - ...
i -.91. Marketing isidefined in & number; of ways. . One» of:
the' definitions (which is quite interesting) looks at marketing
as the process of exchange of goods and services in which the:
products and services are made available. to ‘the consumers at
the right time, af the right place, at the right-quantity and at,
the right price. With the increasing distance that is beinty
created betweer} manufacturers and the consumers in today's-
wor_ld, productive intermediaries who could make  the. products-
available to:the .consumer have become the acceptable and
imperative elements in the business today. -, .. S

s . 92. Marketing cost has been one -of the eclements that
havg: attracted attention of the top management, this being
an important aspect affecting the distribution net-work, and
ultimately, the sales volume for the company. If in order 10;
distributo effectively his products in different areas, one has to-
take his product into new-areas, proper comtrols are esscntial
on the direction and scope of marketing cost. The technique
of distribution-cost analysis has been devised with a view to-
knowing the cost contres that are taking place in the distribu=
tion pipeline and the corresponding services that are being
obtained from the different wnits of the channel. This
technique has facilitated the manufacturers to take basic
decisions in the adjustment of the channels and in the reduc-
tion of the marketing cost. “The value added by distribution’
fs to be properly undersiood for improving the marketing

'
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productivity, particularly, the overall ptoductmty of the
organisation, in general.
Shop Audit or Retall Awilr

93. The retail audit is the techmique by which the
marketer tries to understand  the -movement of his brand
vis-a-vis the movements of his competitors® brands. This tech-
nique involves the actual physical inventory of the companies”
brand with the dealer; at given intervals. Three or four-
companies in the field of pharmaceuticals, foodstuff, and
cosmetics successfully tricd out this technique with -the:
result the entire markenng qtrategy couId be lmprowsed and
streamlined.
. Promotional Policies and Methods '

94. Advertising, involving ‘thé print, commercial radio,
movie-or out-door is more often dubbed as economic waste.
This kind of reaction is seen mostly becanse of the problems,
involved .in measuring the. effectiveness of advertising.
Although many techniques are used in- U.S.A. and the
Continent for measuring the effectiveness of advertising, in
India, because of the relatively small amount spent on
advertising, not many companies have shown interest in
understanding advertising rfesearch for evaluating their
promotional policies. It is worthwhile to mention here
that some of the advertising agencies have. conducted reader-
ship surveys which have brought out the nature and type
of audience available to the English and local language news-
Papers and journals in the country.

95. The function -of marketmg 1s suhject toallkmds
of uncertainties, and it often -happens “that the productivity
gains made through production achievements are Jost for
want of an effective and disciplined marketing system. The
vastness of the Indian market and the enormous poteatial it
suggests for corporate growth in this country, cannot be
successfully tackled and exploited if marketing is not made
highly productive.  Appropriately, marketing is looked upon
as the deliverer of the standard of living at the macro-level,
since it is the relationship setter between the manufacmrer and
his markets.

20. Operations Research and Quantitative Methods

96. The importance of taking management decisions
also based on quantitative criteria has been gaining momen-
fum in modern times. A good part of the decxsnon-makmg
process is generally seen to be effective with quantitative
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knowledge!' Thitarea 'ntilises relevant and latest knowledge

in many fields of learning i.e., mathematics,” physics; -
chemistry, engineeting, technology, and social sciences for
defining the problem and formulating models which can yield

solutions either worked out manually or .with the aid of
computers. Ultimately, the human mind, when applied to

these solutions with its ability to .judge with discretion, can

select a suitable solution based on any particular set of
factors which may have been optimised, maximised, or

minimised:  Various techniques and methods are used,

among them being probability theory, queing theory,

statistical methods, theory of games, linear and quadratic
programming, dynamic programming and symbolic logic.

21. Mapagement Controls

97. With the complexity of modern industrial and
business enterprises, management control techniques become
useful in evaluating both the performance of enterprises at
the functional level and the overall performance. Manage-
ment controls operate on the principle of exception and.
need the establishment of bench marks, sign boards, etc.,
which are easy 1o understand without referring to a great
mass of detail.  Control does not aim at curtailment, rather
it regulates. Management control essentisily works from
top downwards while the other- detailed controls work from
pottom upwards. ‘The esseace of management controls
jnvolves ' L

(a} collection and classification of vital information to

_ensure that nothing of importance can occur without
E drawing attention to it, : ] -
© (b) comparative assessment of their relative importance,

.(¢) use of charts and devices to clenrly illustrate the facts,

of the situation,

(d) expressing . the whole period results in suitable

dimensions which can be easily vnderstoed by the
Chief Executive with a brief study of a few minules,
independent of the size or complexity of the orga-
pisation.

98, The control positions which are generally considered

are (a) the business position,

(b) the operating position,

(©) the profit and los§ ’accoa'mt_,
(d) the financial position.
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99. . The techniques of such a control envisage the deve-
lopment of ratios for studying the behaviour for any specific
activity or function or a group of activities or functions.
The use of ratios transforms the perspective vision of manage-
ment from the ineffective ways of looking at ebsolute figures
which may not be comprehensively meaningful in terms of
control. Relative values can aid and be pivots for exercising

control,



'V. MEASURING AND SHARING GAINS OF
' PRODUCTIVITY

P . P:‘oductivlty
. 100, - Productivity is the measure of the extent to which
the resources nre utilised to produce goods and services. It
measures this through determining the ratio between the
output of wealth or net result and the input of resources,
It can be measured between any two stages in a productive
process. In other words, we can measure productivity for &
single operation in a process, or the entire process,
or the entire plant, or the industry or the economy
asawhole. It can be separately measured for each
resource 1.e. for 2 man, for a group of men, a major mate-
rial, capital, power etc. Two productivity values will,
however, be comparable if both of them are for the same
resource, are in terms of the same wunit, and are for the same
stages of a productive process.
Gains of Productivity

101. Productivity gains arise when theye is increase in
productivity; that is, there is a difference between productivity
measured at two different points of time. In simple terms,
the geins of increased productivity during any interval of time
is the difference between the amount which the production
during that interval would have cost if the productivity had
pot increased and the actual cost of production during the
interval. In other words, the productivity gains during any
given interval of time is the difference between the cost of
production calculated on the basis of the level of producti-
vity at the beginning of the time interval and the actual cost
of production during the interval, both costs being calculated
at constant prices except where the price variations are attrie
butable to increased productivity.

Characteristics of Productivity Gains

102, Like productivity, the gains can also be calculated
between any two stages of a productive process, for any
resource or factor of production or the contributing factor
and over any period of time. It iz the characteristic of all
productivity gains that they are recurring or continuous in
pature ; they continue to flow so long as the operations conti-
nue at the higher level of productivity.
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Other Gains

.. 103, Ttisof note that gains also accrue from various
«<fements of speculation, changes jn capital values, market
<onditions and 'management of property. But, these could
bardly be called as gains of increased productivity. =+t
. 104, There are a variety of factors which contribute to
higher ,productivity. Inthe context of this Study Group's
work, they could be classificd into the following four major
froups : S S K
(i) Improvement in the level of effort and-skill of the
~ worker. This measure of Jabour performance which
I the ratio between the standard tim= (based on
consistent and reasonable norms established by given
“technical conditions within which work  has to be
performed) required to do a job and the actual time
: taken to do it. N Y
(if} Improvements in product design, process, materials,
—gqUipment, layout and work methods brought about
y . - L
(a) an idea of the worker or any other worker ;
Ab) research ‘and development, including special
' studies ; : S
{c) technological development elsewhere. -

(ii#) Tmprovement in output due to capital intensificdtion
* Wwithin the same technology. . .7 .

(iv) Jmprovements in management methods and
_ practices, )

‘105, Gains in productivity resulting from improverients
01 type (i) are wholly attributable to ‘the workers.” Similar
gains due to improvement of the type (jii) arc wholly attribu-
table to capital. The gains of type -(ii) and (iv) are mainly
attributable to management of operations, but also:have
-elements attributable to either workers or capital or both.

Sharing Gains of Productivity
Principles . R

106, The principle of sharing the gains of productivity
has been accepted by all. It is agreed that the gains should
be equitably and fairly shared by all agents in the pl_-oductlvc
‘process, namely—the community, the worker and thc' inventor.
I sharing of gains has to be a practical proposition, it 18
-obvions that the mechanics of sharing should fulfil the follow-
g conditions :
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{i) Increase in productivity should result in material’
gains and that the pains should be measurable,

i) Sharing js concerned with increase .in productivity:
irrespective of the level of productivity. ..

jif) Sharing will have to be done on specific increases.
in productivity of -department or on unit to unit
basis and not. for the industry or. economy as a:
whole.

iiv) Sharing between the parties has to be on the basis.
-of certain agreed formula, to be impersonal and less.
.disputable. The Group, however, is of the view
that it will be neither feasible nor useful to evolve a
- universal formula . for sharing gains from higher-
. productivity applicable to all industries and under all”
conditions and situations. ‘ .

(v) The sharing of gains of specific increases n produc-

. tivity should have no bearing on the existing level of”
wages or geperal increases in -them, ad hoc or
systematic, through the process of collective bargain-
_ipg or otherwise, . Similarly, it- should have no-
effect on sharing of gaius or increased receipts resul=-
ting from factors other than. specific fmcreases in.

productivity.

(vi) Sharing can be done only- when. the gains have-

" materialised and that no share can -be larger than:
. the gain. Sharc must necessarily, come out of the-
© gains. )

(vii) Sharing should not result in serious dissatisfaction-
among non-bencfiting. workers inside as well as. outs-
side the unit. - It should not upset or crumble - the-
1wage,structul’e. : : L ) .

(viii) Sharing should not™ be an ‘excuse for retrenchment,
demotion -or- loss.of earnings to workers or for-
practising poor human relations. or. undermining the-
growth of trade unionism,

(ix) For sharing to be equitable and logical, the propor=-
tion of shares of the various parties should have
some reasonable relationship with the extent of
- contribution that each party makes for obtaining

" the gains,” At the same time, the necd to enable
the wages and living standards of workers to ris¢
continuously With rising labour productivity must:
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alsobekept inmind. This requires” that' Tabour

should not be denied the benefit of higher producti-
vity ansmg due to other factors alsq

Methods ef Sharing Gains
-107. Several methods already exist for sharing gains
-dueto imcreased: productivity ‘or otherwnse. These may be
-classified as follows :
-A. Sharing with labour
A8} General increase in wages andjor allowances ;;
(i) Systematic increase in wages through annual
ingrements or merit increments or both ;.
(iit} Increased spec:a.l allowances or - hlgher frlnge bene-
- . ﬁm 3 3
(IV) Incentive payment to workers on mdwldual perfor-
< mange or group performance ;-
(v) Production bonus based on total produc ion of 8
department or a unit ;
(vi) Awards for suggestions ;
(vit) Ad hoc awards for exceeding the targets; .
o (viii) Profit sharing plans, mcludmg statutory bonus‘l;
"(iX} Ad hoc annval bonus awards.” . T
B. Capital

., (1) Increased profits. -
(ii ) Increased dividends
- {iiif) Tncreased, ploughing back of profits... «..
, .(iy) Increased appropriation to capital reserve fund)
C.; . Communign
- 1) Price rediction of goods and services:
4indii ) Increased taxes, duties etc., pald to G
e Jocal authorities:
{iii) Increased donations to social wel!‘afe services and 7
organisations.
108. .In addition, there are several ot.her meﬂlOdS Of ‘
sharmg the .gaing.. These are :
A. Labour
(i) Promotion or otherwise recognition of excellencs.
(ii. ) Tmproved working conditions.:
(iii) Increased facilities and opportnnmen for self-develop-
.- ment and advancement.
{iv} Improved . employee amenities- inside the plant such
as lockers, rest rooms, canteens, drinking water
facilities, first-aid rooms, recreational facilities etc.

ovemmcnt aﬂﬂ
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V), Lesser working hours, more paid Jeave and holidays.

{xi) Improved employee ' amenities outside the plant such
as medical and health facilities and facilities for hous—
ing, children’s education, cheap rations, transport,.
recreation, extra-curticular activities etc.

(vid) Improved other -social benefits such as. employment
‘insurance; group health, accident and- life insurance;.
credit facilities etc.

Capital . o .

(i): : Modernization and expansion of production ifacili—

S ’ties: e . . Lo

(ii) Improved ‘management development and 'employee-

4 - training facilities.. L C

{iif} Expansion and improvement of productivity ser—

;o lviees., P

(iv) Expansion of research, experimentation and develop~

. mental facilities, . - '
€. Community or State I o

() Improved quality and utility of goods snd services.

(i) After-sales service at no extra cost.. o

{iii) Closer adherence to commitments such as delivery

dates, quality ‘ete. - L L

(iv) Reduced burden on special services,

(v) Reduced burden in respect of traitiing, research: and

nation building activities." '

109, Problems of whether to share the ‘gains thrbugh
financial of non-financial means can best be solved ‘by indivi-
dual mapagement on the basis of existing levels of - -wages
and of non-financial -benefits to labour;. capital and commu-
pity~, + Since-wages .in- India are - low, monetary gains' would
pormally be more acceptable and useful to. workers tham
pOp-MOTEtATY OMES.c. + o & T o Lo

Comments on Possible Means of Sharing )

0 [6." Theimporiant characteristics of the possible finans;
ol means of sharing the gains ‘of productivity with labout ’
are described below : ‘ Fee oo
(¥ General Inerease in wages : ~'Wage increase may or
may not have aty telationship with the ‘increase in

general fevel of productivity and, in‘any case, it} has

no direct relationship with specific 'instances of in-

-creased productivity. They perpetuate the shar¢ and

shus, if the gains ceast’ on any acoguqt_.' the increas®
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-in wage no longer remains & share- but becomes a
. burden. :Further, they ‘do not. reward individuals
according to their ocontribution to gains and if an
attempt is made to do so, it will distort the wape
‘structure. Thus, while wages should . increase from
time to time as general level of productivity and total
industrial cutput increases, it cannot be a general basis
of sharing the gains of specific increases in productivity.

€ ii) Systematic increases in wages - Tn this system, there is
an automatic increase in wages, generally every year,
by a predetermined ameunt. Though in ‘the present
systems, thege increases do not have any relationship
with productivity, there- is technical feasibility of
linking . this system with overall productivity. For
- example,. .if it is ‘established that in an organisation
the annual. increase in the overall productivity has
been say 4%, then sueh 2 trend could be presumed
for future yearts and a system of 4% annual increase
in wages could be buils into the time ecale grades. This
eould continue ill the wage structure is reviewed and
re-negotiated at the expiry of the current agreement.

€idi) Jncentive sohemes : This system is the most effective
means of sharing the gaing of productivity arising
out of inereased efforts on the part of workess. This
is described in detail elsewhere in the report.

_€iv) Suggestion sehamss : " Thess schemes solicit sugges-
. tions from the individwal workers, and on receiving an
aceeptable supgestion, reward the suggestion. The
rewards gre gencraily rolated to the gains aecording
to a_pre-determined scale. Such schemes constitate
an excellent means of obteining ideas for higher

_ Pbroductivity end sharing the resulting grins.
¥ ). Production Bomus : “Tn this system, workers-are paid
" @ lump-sum amount for sxceeding production tergets,
-, " according to m predetermined scale. It is a means
- of shating the gains of general inerease’ in prodncti-
vity, only when the production increases due to in-
- crease in productivity ead-mot by increases in the
--inputs: Since measurement—-of overall production
cannot -isolate all the other contributing factors and
as the bonus is not related to individual contribu-
tions, it is not as fair end effective a means of shar-

Ing the gains s incentive schemes.
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(vi) Profit:sharing Plans : ' These. ‘are “essentially systems
of sharing the -profits with the workers in a predeter-
- mined proportion and manner. Most profit-shar-
' ing plans have no direct relationship with producti-
vity as they are based on totel proflts which accrue
on several accounts. This, however, does not mean
that such plans are worthless ; they have some other
- objective which they are quite adequately achieving.
{vii) Production-sharing or Cost-saving Plans ;. There are
many varieties of production-sharing plans, all of
which have. potentialities of becoming a means of
sharing the gains of increased productivity on plant-
wise basis. The well-known plans of this typs are
the Scanlon plan, the. Nunn-Bush plan and the
_Rucker share .of production plan. These plans are
known by the names of the persons who first formu--
‘lated them.. Although these plans- vary in details,
they are based on-essentially €the -same principles. In
all these plans, the-objective. is to: reward the emp-
- loyees for increasing . thee productivity, expressed in
~relation ta labour . or in-terms, of ; units of labour as.
below : o o
L Out-put
Rrodugtivity = =i
i, 3, 2 The -Ia.b__oul' employed
_The “output® js expressed either in terms of total’
"“yalue of sales or tétal production valuei~ The total
“production value,” which'is also -called valuo added
' by manufacture, is the total’ value  of sales minus
". the cost of matérial, supplies and power.
A Typical Approach to Sharinig Gains of Higher
Productivity of Labour .
111. - Keeping in view the. characteristics, capabilities,
‘advantages and disadvantages of the various methods of shar-
ing described above, it appears that a comprehensive system

of sharing the gains of specific increases in productivity will
e somewhat as follows ;-

Typeofgain - . Type of plan

1. Gains due to additional  Wage incentive schemes.
efforts of workers while
working within the given
technical conditions.
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2. Gains due tr*cch(nqlp‘giqa}: {i) 1Suggestion Schemes.
changes. (ii) Promotion to higher grade
. through-re<valuation of job,
taking due note of the in-
*'creased gophistication and
‘higher produéﬁwty -of the
. i moachine and’ eqmpment
(iii) Lump-sum awards—ad-hoc
or predetermined.
3. Gains due to increases in Production-sharing or cost~
productivity on other ac- saving plaos.
counts as also due to overall
_ effect of 1 and 2 above. ’



Place.of Incentives in Productivity

. l]é Incentive is simultaneously, a device of increasing
.productivity and equitably sharing #s gains. There are
several ways of increasing productivity. The important among
, these are i

(i) Tmproved product design ;

. (ii)}. Tmoproved processes and ‘matérials |
(i) More and better machines and equipment ;-
(iv) Better work methods'y ~~ o

(v) More effective utilisation of manpower at all levels
and

{vi) Better organisation and planning.

113. Incentive is concerned with .more effective utilisa-
tion of manpower, which is the cheapest, quickest and surest
means of increasirg  productivity.  Method, involving
jmprovements in product design, processes, materials, machi-
nes and equipment rcquire capital investment (a scarce
commodity) and lot of time to start giving results. They
may also involve foriagn exchange. Some of these require
investments in research and development which may take
se\m]'a] years to mature or produce practical and worthwhile
results.

114. As against these, more effective utilisation of
manpower, improved work methods, and improved manage-
ment organisation and planning require practically no or
little capital expenditure and bring about results as soon a8
they are applied. These means of increasing productivity
therefore should receive our first attention. Gains accruing
from these would enable action on the capital intensive
methods of increasing productivity for even greater results.

115. The present level of manpower utilisation in the
industry as a whole is of the order of 40 to 509, The only
racticable and self-sustaining means of improving the wtilisa-
tion is to introduce incentive schemgs, to stimulate human
exertion and provide a positive motivation to greater output
and higher productivity .

33
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The Concept of Monetary Incentive . ___ .
. .Monetary Incentive— Defined
116. Monetary incentive can be best defined as-extra
financial motivation. Ft is designed ' to stimulate human
-exertion by rewarding the person, over and above the time
-yated remuneration, for improvements in the present or targe-
-ted results,
' Types of Financial Moﬂvanon

7. Financial metivation’ could’ be prowdcd in many
“ways such as promotion to higher. grade, increments in the
same grade, ad hot Inmp-sum rewards, gréater and better
physical amenities and incentive wagesi’ “Of all these, the
most direct and comceptually corréct financial motivation-1s
‘the incentive wage wherein the ‘total wages and its quani'um
-varies, according to a pre-determined scale,. in direct proj
tion to the resuits achieved durmg the relevant wage period.
In none of the other cases the incentive payment can be made
-directly proportional to the results achieved from penod to
_period and according ‘to pre-détermined ; scalg,” v .

System of Industrial Rermuneration. Rewewed -

118. There is a distinct and ¢lear attempt in the system

‘of industrial remunerations; pamcularly ithose .based om

+job ‘evaluation and 'other systematic'approaches, 'to .cor-

‘pensate man for - all of his contributions. A man’s contri-

-bution to an activity is manifold and -some of the major ones

‘amongst these which could’ be, identifizd ~with ' the various
‘consmuents of wages are—

_Time " Y Res'poﬁmblhty o
2 USkill 6 Workmg cond:uon
3. Effort 7, Co-operatmn .,,;
4. Ideas 8. Continued service

119, Ift.ha existing pamﬂ,s of industrial remunerations
-are"analysed, the following contribtition-remuncration relation-
iship would be observed :
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¢o ) 120. Tt will be seen. from the above that _“l'h_at_ isl gene-
..xally called -as incentiveis paid for. extra contribution . of
- effort and cooperation. ... The ideas are rewarded through sug--
» gession awards,. and extra time . through.- overtime  payment.
. Extra coptribution. on: most of the remgining factors are xe-
warded through promotion to the. higher grade, resulting in
higher basic wage .and allowances. Continued .service 8-
encouraged through increments in the time-scale, grades, pro-
motion, ‘and the variousf{ringe bencfits most’ of which are-
related to length of service. PR
'r'l;;lll'(ge‘(?ohfepl &):' Integrated Wage Payment :!,'
<121, The nopmat methods of waﬁ,é,Piilﬂéﬁt'liare; virtually
"i¥zero-Result"” payments. The basic wage. plis the dearncss -
and other fixed allowances constituic” the fll and complete
payment for all the job characteristics or the expected inputs.
But it has no relationship with the acutal resuits achieved.
One might argue thit since the wages arc paid for a period of”
time, the application to job during th.at period and conseque-
ntly the results is automatically considered. This is however
only an expectation. The system of payment by itself does-
not ensure this, What is really ensured is attendance and
peither application to job nor results.
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122, Incentive schemes provide g means of “positively”
«ensuring the best application for thé "entire period of atten-
-dancetime.  Théy ‘thus shpplement the Wajge payment systems

to make wages a function of both the job charaéteristics and:
-application to job.
123. When application to job is measured by the results,
then the total system of wage payment (Basic+D.A.+Incea-
tive) reaches its ideal state of “‘payment by result”” which is
“the only cconomically viable system of payment. '

124. It should, however, be conceded that the perfor-
masce based systen of wage payment is more complex and
-cumbersome than the system based entirely on attendance.

But this is unavoidable till we reach a stage where, by sheer
force of habit supplemented with normal supervision, we
-could achieve the fullest and most productive application
-to job. :

Tfte Mechanies of Incentive

125. The incentive schemes are simply devices for
~coinciding the interests of the employees with those of the
-oTganisation in a more demonstrative and realistic manner.
“The problem of incentive is of not only stimulating and sus-
taining human cxertion at optimum levels, but also channe-
dising the resulting increased activity- towards achlev'cment. of
‘the desired results. The. basic = iechanics of incentive
-scheme is : . '

A.' To stimulate an individual to

i) put in as much effective;effort.as he: can, day
in and day out, through:
(a) working at optimutn paod, .
(b) using his effort’ ‘more effectively and skill-
fully, and ) i
(¢) applying himself to work for as _great a pro-
. “portion of available time as possible; -
_ {ii}) co-operate and vo-ordinate his work with othergs'
4s best as he can; ~ A o
B. Towards achicvement of cerfain specified objectives’
Or resuits; . . :
‘C. By rewarding him (making extra payment) according
. to, and in propor‘ion to, the objectives or results
* achieved, ' :



]
Elements ot Ineenhve Schente and Theu- Dmgn

126. An incentive scheme - is defined. by. its fol.lowmg
main elements ;

(i} Obiectives

{ ii) Measurement: of achievement or performance

(iii}. Base or datom performance

(iv} Quantum -of mcentwe and performa.noe-rewa.rd

relationship.
These aré described in some detail in the following.

paragraphs.

Objectives

127. Incentive schemes cam be devised to fulfil any-
organisational interest so long as the interest does not stand”
in the way of employees’ interest, and is something which the-
employees can help achieve. ‘The following are some of the
objectives which incentive scheimes may be required to achieve::

2.

. ~Inereased Output
‘Reduced Time

3. Higher Workload
‘4, Improved Methods

5.

Improved Quality

6. Higher Plant Utilisation
7. Higher Material Utilisation

Improved Process Efficiency

9. Economy in the Use of Services and Utilities
10. Cleanliness * '

11..

Greater Safety

12. Effective Supervision
13, Reduced Absenteeism '
‘14. Reduced Cost on Other Accounts

. Selection. of Objectives

128. Correct selection ‘of: objectives can make all the-
difference between a successful scheme and 2 scheme doomed
to failure. Some of the important considerations in the selec--
uon of objectives are that they

1.
.2
2

4,

should be of interest to management;

must be possible to measure; .

must be of economic importance;

should be within the control of the employee oF
group of employees;
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5 ‘should ‘avéid - the” tendency o “over-emphasise’ one
" factor at the expense of the others'to the “detriment
of the overall purpose of the scheme; B
6. should be such thatit should be possible to show

the operator how the 'factors can be improved.
' (Towards this end, a document setting out the recom-
mended method of obtaining the improvement
- should be prepared and issued); and
7. should not be more than two or three.

129.  In most cases,- INCREASING OUTPUT consis-

with the quality standard js the objective sought to be
achicved through an incentive scheme. Where increasing out-
put is not within the control of the operative, such as when
attending to a chemical process, then the objective of the
scheme might be to increase WORKLOAD to improve
labour productivity and to improve the PROCESS EFFI-
CIENCY through effective control of the process. Fora
truck driver, the objectives may be increased UTILISATION
of truck, less CONSUMPTION of fuel and greater SAFETY.
For the attendant on the cane crusher, the objectives may be
greater YIELD of juice from cane, increased WORKLOAD,
and better UTILISATION of crusher. : . o

.. Maeasurement of Performance .
130. To reward persons according to, and in proportion
to, the.aclpvement of the objectives, it is necessary to measure
the objective achievement or performance quantitatively. The
measurement of performance has the following aspects :
(i) Definition of performance as an index, ratio or a
.. Straight quantity.
(i). Setting standards or morms for measurement. -of
.. performance. . ' .
i} The period of performance evaluation or assessment.
{iv) The unit of manpower i.e., individual or group.
: Considerations .
. 131. The following considerations should be kept in
VoW in measuring performance :
(i) There must be a direct' relationship between
something of value which is measured to assess the
" performance and the contribution made by the
workers. o ’
(i) The measured standard should not be influenced to
.. amy great extent by external agencies of factors. - .
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+ (iif) Measured standard must bebased on definite quality
- . 'requirements with proper and direct controls placed
on waste. T : -
. -{iv) Standards should be set through- systematic work
measurement, and should be rigidly maintained.
{v) Standards should be :guaranteed with clause to
account for significant methods improvements.
{vi) g.hog procedures and methods should be standar-
ised.

{vii) The minimum acceptable performance should be
carefully set, and the maximum achicvable perfor-
mance should be known. .

{viii} There should be equitable adjustment for failure to
meet the task when the causes of failures are beyond-
the employees’ control.

(ix) There should be sufficient scope for increasing.
performance.

Stondard . -

132. Standards for measuring petformance as indicated
above must be set using industrial engineering techniques.
They should be realistic, fair, equitable and reasonably
accurate. Incorrect standards, whether tight .or loose, are
the principal causes of the failure of many an incentive -
scheme and are known to. have done incalculable harm not
-only to the working of incentive schemes but to the whole
coneept behind it, the industrial -relations and péace, worker
and union attitudes towards management, level of productivity
ote. Standards for measuring output; production, workload
gnd plant utilisation should be developed through techniques
of Work Measurement. For developing standards for
‘material utilisation, quality, safety etc., statistical techmiques
involving analysis of past and cxperimental data should be
employed. - L ) RN
T Period of Assessment : o

133. The period over which performance is assessed
should be "as -short as pessible, for the "incentive to be
cffective, and for the worker to be able to relate his éfforts
with the earnings while he still remembers all that happened
during the period being assessed. - It is good practice t0
assess the performance every c_iay or every shift, and inform
the worker of his performance index the very. next day .

* 134, If the performance is likely to be affected by
factors other than the efforts of the worker and the consequent
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~variation in the performance. .can average. out, only over g
Tanget; period than a day'or _a shift, then it may be desirable,
-0 ‘assess the performance over such longer .period.  The
principle is io keep the period of assessment as short as
possible. o : DR

RS Tinit of Manpower. .

-+.135. Incentive is most effective when an individual is
rewarded on his own performance. No onc works better
than for one’s own self. Therefore, the best unit of manpower
for assessment of performance or achievement js an indivi-
-dval. However, when it is difficult to assess the performance
on individual basis, or where the performance of an individual
-depends upon another, it becomes necessary to reward an
individual on the basis of the performance of the group. Such
:schemes are populariy called as group incentive schemes.

: Group Incentives

. 136. The group incentive system is not a new ora
different wage formula. The wage incentive formula used in
group systems are the same as those used in. individual incen-
tive systems. It js only a method of computing,and
-distributing earnings among a group of workers who pool
their, accomplishments. The group system is applied best
whep . .

(i) -there is community of interest among the mentbers
. Ofthegroup; - . i
'{i) it 35 impossible to measure the contribution of
ri: " individual memibers accuratély and cconomically ;
“(iii) the measured contribution is a result of the efforts of
s of all members of the group ; !
(iv) the measurement of individual contribution might
- force individuals to work towards cross-purposes, ;
(v) there are violent fluctuations in workload, and
during the Jow periods individuals. are likely to turn
. out more only at the cost of others; and .
(vi) the individuals cannot be provided with equal
Opportunity of incentive earnings. .
Coverage
137. Onece incentive is introduced in a plant or an
-organisation, it is imperative to extend it to cover as many
-of.the employees as possible. Incentives, being relaied to
-earnings, are taken by employees as an additional benefit
‘provided by management, . and as such the employees would
waturally press for extending this bencfit to all employees.
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Suitable scherés could be developed for 'almost all categories:
of employees, including supervisors, managers, inaintenance
workers and clerical stafT. '

Critical Performance Indices—Defined

138. In an incentive scheme there are four criticall

indices,

namely, the standard index, the reference index,

the base index and the incentive index. These are defined.

below :

@

(ii)

Standgrd Index : When the actual achievement
equals the standard achievement, the Performance-
Index is 100 and this index is called the STAN--
DARD INDEX. This index corresponds to the
performance of an average operative who is adequa--
tely qualified (mentally and physically), skilled..
trained and experienced for that particular job, and
who is working at normal pace under good super-
vision, but without the stimulus of any financiab
incentive. :
Reference Index : Since such an average operative:
may or may not exist in a particular plant, and for-
reasons of history, inffective supervision over a
long period of time, lack of proper shop procedures,.
and for various other reasons, the average perfor-
mance of operatives, before introduction of any’
incentive scheme, is generally below the standard
index. This index.may be termed as REFERENCE
INDEX, being the performance during a certain

sclected reference period before the introduction of”
Incentive Scheme. :

“(it} Base Index: The index for exceeding which incen-

tive is paid is generally called BASE INDEX. The
base index may be the same as the reference

index or any other between the reference index and’
the standard index.

(iv) Inccative Index : Under the stimulus of a Financiall

incentive, the operatives would increase their perfor-
mance from the base: index to standard index, and
then beyond. After some time, the average index.
under incentive would stabilise and remain steady-
(other factors remaining constant} at a certain value’
higher than the standard index. This index may be:
termed as INCENTIVE INDEX. - St
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“Base Index

139. The base- index -is'the most critical* aspect” of am
incentive scheme. The point of performance beyond which/
incentive should start being paid, - is one of the key points in.
labour management negotiations over incentive. schemes.
According to classic industrial engineering practice and also-
from the very definition of standard, the incentive should
start from the standard performance. Butif the reference
performance is much below the standard performance as is-
the case almost everywhere in this country, an incentive is.
required in the first place to rteach the standard performance.
Most well-knowh and successful schemes in this country,
therefore, very rightly start the incentive near about the
average reference index. There are also schemes where each
smadl group starts at its own reference index but the inceative
payment is so arranged that at standard performance all
groups get the same - incentive. Beyond the standard perfor-
mance all the groups have the same scheme.

Performance- Reward Relationship

140. As mentioned earlier, incentive is earned for ex-
ceeding the Base Performance Index. The rate (rupees per
hour) at which incentive is earned obviously varies according
to the level of performance. At base performance index the
incentive rate is zero, and as the index increases from here,,
the rate also increases in some proportion to the increase in
performance. This proportion depends upon the performance~
reward relationship.

: Incentive Rate R

141. The Incentive rate should be a certain percentage
of the wage as it should have the same job differential as in
wages. Where wages carry dearness allowance, it would be
desirable to base the incentive rate on the sum of basic wage
and dearness allowance. In the time-scale incremental grades,
it would be convenient for accounting purposes to have in-
centive rate as.& percentage of the wage at the middie of the
grade, irrespective of the position of an individual in the
grade. ) ) .

; Incentive Amount

. 142, Incentive js earned for the actual period during
which the operative is engaged on the incentive job; in other
words, for the actual time taken to do the job, Thus, the
detual amount of incentive earned is the product of the in-
centive rate corresponding to the performance achieved and
the actual time taken to do the job. '~



43

Considerations

*143: - In designing the petformance-reward relationship,
the following considerations should be kept in view :

0]

The scheme should reward 'cmployees in 'dAirect
proportion to the increase in performance.

{ii} The reward should be over and above the basic’

wage which must be guaranteed.

(iii) The reward should be sufficiently strong, generous

and fair.

(iv) Reward should keep the scheme profitable.

)

Reward should be unrestricted unless it is establi-
shed that beyond a certain range the performance
would increase due to factors other than the efforts

of the employees or would work against the overall
objective.

{vi) Performance-reward|relationship should not penalise

employees with less improvement range, because
they have been efficient in the past.

{vii) It should be simple to understand and the reward

- should be easily calcujable by the employees.

Types of Relationships

144, ‘There are several types of schemes, each known
by its originator. However, basically, 1he|:e..are three
types of relationships dependin.g upon t_he ratio of increase
in pesformance to increasc in incentive rafe.. They. are
Straight Proportional Relationship, Geared Relationship and
Wariable Geared Relationship. They are defined below

@

(i)

Straight Proportional Relationship @ 1In - straight

.. proportional relationship, the  incentive payment is

in simple proportion ‘to the performance’ above a
datum {Base performance). When a graph is drawi
selating payment 10 performs}uce, the relationship
appears as a straight line passing through the ofigin.
This constitutes the fairest relationship, and should
nearly always be 'attempted.

jonship : d relationship is one
ared Relationship ! A geare P
glewhich the relationship between payment and per-
formance is other than the straight proportional.

{iii) Variable Geared Relationship ; Variable geared rela-

tionship denotes different degrees of gearing at
different levels of performance. _
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“Mliifacior Scheme

145 In multi-factér scheme where the, incentive ls p,a
for pcrformance on more than one factor, the total incentive
- payment is the sum total of the incentive earned on each fac-
-tor. Separate performance-reward relationships are developed’
‘for each factor. In designing such schemes, specizal care should
,be taken to ensure that total incentive earning poteatial is.
equitable for all sections of employees itrespective of the
number of factors on which their performance is measured
- 'Quantum of Incentive ST
146. The quantum of incentive is another key aspect:
.of the incentive scheme and labour-management negotiations-
on it. The most fundamental concept governing the quantum.
.is that the incentive should not increase the direct unit cost.
- at any level of performance. This establishes the upper limit
of the quantum. The lower limit is set by the requirements-
"of motivation. That is, what quantum will attract attention
and generate the requisite indecement.  The Fairest quantum:
is one which, beyond the standard performance,. passes on
.the entire savings in direct labour cost to the warkers as.
_incentive after providing for the cost of installing, operating.
-and maintaining the scheme. The organisation will gain on
.the savings in the overheads and increased volume of produc--
tion and sale, For pert‘ormanoes between the base and the
,standard, the quantum of incentive should be on a réduced’
scale (i. e. the savings in direct labour cost should be shared’
.between the- worker, and the organisation) to- provndc for:
_additional cost due to incentive being paid to certain indivi-
duals or groups at current levels of - performance and to
mamt.am _inter-plant, intra-plant and inter-company parl]:y
" Organisational and Employee Safeguards
U147, "Unless an mcentwe scheme is applied equitably
from both “'the management’s and the workers’ points of
lyiew, good industrial relations w:l.l be difficult to secure or
“Iaintain and the ncreased ‘output,” lower costs_ and higher-
enmmgs which might have been obtained from the successful’
‘operation of the'scheme may 'not be forthcoming. Distrust
between management and workers and friction among the
“Workers themselves may prevent the scheme from functioning.
“firopetly, may lead to wasteful disputes and strikes, or may
‘even force the complete abandonment of the’ scheme. It is,
“therefore, vital that the interests of both the orgamsatlon and
*the employees are sareguarded by suitable provnsmns in collec~
“tive agreement.
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Employee Safeguards

148. The following are some of the principal safepuards
ﬁ'om the employee s point of view.;

S )

The consent of the representatwe of the workers
concerned should be secured before any scheme is
introduced. The scheme may initially be introduced
on trial period at the end of which both manage-

. ment and workers may be fn:e to seek changes and
clarification.

' (n') The scheme should cover as large 2 proportion of

workers in the establishment as possible in order
to avoid - dissatisfaction due 'to disparities in
earnings.

{111) The representatives of the workers shouid participate

in the timing of jobs; rate setting, fixing of
standards ; selection of -workers for time study ;
establishing proper working conditions, rest allow-
ance, unavoidable: delays and other elements and
procedures of work measurement,

(w) The workers should have the right 16 question any

- standard which-may appear to be tmproper within

~ a-certain predetermined time period. ‘Such disputed

)

standards should be proved by demonstration, past
records or further study 4s may be convenient.
The organisation” of work -and shop procedures

- should be reviewed both before and during the

" . introduction of scheme to ensure continuous, steady

and unmtcrrupted flow of wnrk and sustamed carn-
ing potential. *

(vi} The wage structure should be reviewed to remove

any wage anomalies which may éxist and to prevent
development of such anomalies due to the scheme.

(wi) The job security should be guaranteed .No worker

should lose his jOb status, posmon or earnings due

‘1o the incentive scheme.
{viii) The existing tlmc-l'ated total wage should be

guaranteed.

(ix) The standards and the ratés should be guaranteed.

Once finally set, they should mot be changed or
cut except where there is a significant change in the
work content of the job due to change in the
product, materials, process, equipment or methods.
No such changzs in the standards or rates should be



51

made without proper consultation with workers
repre sentatives.

. 4x)} The workers should be lnformed of their perfor-
mance and earnings while they still remember the
efforts put in to ackieve that performance. For
this purpose, performance should -be measured over
as small a period as possible.

. {xi) The scheme should ensure safety and health of the
workers by establishing fair and reasonable stan-
dards, - adequate minimum guaranteed wages; dis-
couraging cut-throat competition amongst employees
and avotdmg penalties for low performance. Earnmg

) of incentive should be veluntary..

(:m) The scheme should reward workers on factors wh:ch
-are within their conirol and should not penalise

* them for loss in performance due to reasons beyond
their control. - Adequate provisions should exist in
the.operation of the scheme to ensure this.

{xiii} The scheme should be simple enough for employees
to understand and should appear _fair in both desngn
and operation.

{xiv) Incentive schemes should not be used as tempnrary
expedients to overcome a particular situation and
then aliowed to lapse. To win the confidence and
faith of workers, scheme should be devised to permit

-~ . workers to gain a permanent benefit from it.

{xv) The scheme should provide attractive and fair
rewards and should not throttle the earmng powntual
of the workers.

{xvi) The scheme should provide equitable earning: oppor-
tunity to all workers.

{avii) The schemes should have adequate prowsmns for
seeking prompt solution to employses’ grievances
about any part of the scheme and should not

" leave management commitments flexible or ambi-
" guous, .
" Organisational Sdeguards
149. Some of the nnportant organisational safeguards
are that the scheme
(i) Does not increase unlt cost. In fact it should
reduce unit cost.
(ii) Achieves the objectives of the scheme and does not
run counter to other objectives.
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‘gﬁg ’ Erbu insintenings OF qualiey'stindirds:
vy 05 not upset the wage structure.’ ;
W7 Probides commitments on- the part of wdrhers to-
-Cooperate-in establishing fair, realistic, equitable and

; (;,'i) _gasohably geoyrate standards.
0es not interfere’ with other existing plans, systems.

. 8nd schemes.. o - .
("_Il). I?oas not-reward individual “workers out of propor-.
.... 1ion to their contributien ; and o
{v:u)- Keaps management in full control of the operations..
""" . Compensation for Lost Time
trac 150, Incentjve scheme establishes a4 condition of con--
act between the worker and the organisation in which the
*WOrkers' remuneration is linked with the performance or-
. the results. [ jge tn any other business contract, in this case
‘850, the worjer expects the scheme to have 2 set of rules to.
fairly ang equitably deal with the various conditions that
might arise affecting his remunerations. This is particularly-
“Impartant as, for being really attractive and motivating, the-
Mcentive payment is a sizable portion of his total carnings,
and he is deeply concerned with maintaining at all times his.
\total remuneration:’ One of the very important points in thig
iregard is the conditjons and factors which are beyond hig
eontrol and which reduce his incentive earnings. The worker
-@Xpects an equitable * adjustment for failire to meet the set
performance levels when the causes of failures are beyond his
»€0ntrol.  These include conditions such as stoppage of work
idue to lack of materials, breakdown of equipment, lack of
orders etc. P
" 1SL. Thedé are’ thiée- thai ways of dealing with'such
conditions, viz., . I .
() The stardards or morms set themiselves fidiude
_adjustment for time lost due to causes beyond the-
' control of the worker. ' In such cases, né compen-
* sation” for Jost time will be mecessary. This,
however, would be  equitable only “when the
performance 'is measured over a sufficiently long,
‘period’ of time wherein the stoppages would even out
and when there is no change in the patiern and the
." quaituin of such stoppages. ' '
(ii) The lost time may be excluded from the period
" “¢onsidered for calculating the performance and
paying incentive. This will mean that the worker
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would be paid forithe lost time at his normal
wage rate without ‘any incentive. - Where the
incentive payments do not form a very substantial
percentage of the- total remunerations, this system
is fairly logical and -equitable ‘because after
incentive should be payable only when the worker
works at the required level of performance. The
workers’ argument against this is that it is organisa®
tion’s responsibility to provide continuous work an
if they-are not able to do so, why- should he be
deprived of the opportunity of earning incentive-

(iii) The lost time may be excluded from calculatiod
of performance and payment of incentive as in .(")
above; but incentive may be paid for the lost {ime
on the basis of the average incentive earned during
a-certain specified period. While this appears to be
equitable from the workers’ point of view, it B0€S

_against the concept of payment by result because

' incentive is being paid even when there is 10 result.

(iv) In case -of picce-rate ‘where there is no normal

" - guaranteed’ wages, the lost'time may be paid at 2

. certain pre-determined fall-back rate. ~ . . .|

s . 152, In choosing &ny ori¢ of the above methods of pro-
Yiding' compensation for, lost time, special ~ consideration
;Should ~be given to the procedure and the cost of keeping
records of the lost time’ and safeguarding against fraudulent
Jpractices of booking excessive lost time and thus earming
‘higher incentive.” Where the cost of booking is excessive
-and the fraudulent practices cannot be easily checked, the
Most appropriate procedure for dealing with Tost time will be
;gs‘l.mjl’ilcat_ed in (i) above. T
Vuid i '."_-;,_, , Protection Against Rate Cutting, .
_-.153." Nothing has brought -the system of incentive
:schemes into greater disrepute than the practice of rate cut- .
'ting followed by certain organisations -in the pest. In early
-days of incentjve schemes, the norms or piece rates used to be
reduced or revised when some workers were found 1o be mak-
ing-excessive carnings. This was mainly because the norms
“":"'— often loose and were not based on work measurement.

154. The practice of rate cutting is bad for both the
‘organisation and the worker. It is bad for the organisation
because workers would soon come to know of it and peg their
production, at a level lower than what was achievable, for
dear of rate cutting. If they could earn a certain amount
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with half the effort, why should they: work more, get the rates
cut and then work twice as hard to.earn the same amount ? It
is bad for the workers because their earning potential is limi--
ted and reduced. and because those who are sincere and hard.
working are the ones who suffer most. T

155. To safeguard against’ this practice, the scheme-
shouid guarantee the norm or standard or the piece rate.
Once fixed, rio change shouid be made in the standard. This-
‘provision makes it incumbent on the organisation to set a.
fair and reasonably accurate. standard at the very outset. It
is, therafore, most vital that standards are established through.
the modern technigues of work measurement.

156. Itis obvious thata standard holds good only so-
long as the method remains unchanged. If there is any sub-
stantial change in the work methods, product, process,
material, tools, machines, layout etc., the standard does not
hotd good and needs a change. This is important, for, if’
this is not done, the worker will earn incentive out of pro-
portion to the effort put in. If the change in methods makes-
‘the standard tight. the worker would lose his earmings. If it
makes it loose, he will have excessively high earnings. It is,
therefore, necessary that while guaranteeing the standard,
simultaneously, the scheme should provide that if there is
any significant change in methods, materials, process, machine,

‘too] etc., the job will be remeasvred and a new appropriats:
standard established. -

" 157. While on this point, it is necessary to also consider
as to how to correct the faulty standards and the mistakes
made in the existing schemes. There are aiready many orga-
nisations which had established norms without any systematic
work measurement and are now faced with the problem of
oose standards and excessively high and out-of-proportion
‘incentive carnings. At some places, the incentive earnings
-of some workers are as high as 4 to 5 times 'their normal
~wapes. It appears that methods such as those described.
below may be adopted to correct such situations ;

(i) Start all new workers on a new schemé based on
proper work measurement.
(ii ) Where feasible, shift the high earning workers to
jobs with high normal wages and thus adjust some of
fheir excessive incentive earnings against the wages.
(iii) Pay mutually agreed lump-sum. amount as compen-~
sation and attract the old workers o the new scheme.
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) Incentive'Scheme and Basic Wages.. . . . . ..
158. Incént've schemes' are -introduced to meet only 2
specific  requirement, namely, ::quantitatively ' linking the
wages with performance. Best results arc obtained when it
is left alone and not mixed-up with - other aspects of remune-
~ ration, motivation ete.- .It is not a cure-all-or 2 substitute for
other wage plans or forms of motivation. Itis neither a
method of effecting wage increases mor of checking demands
for higher wages, nor of justifying low wages. : .
159. Incentive should be over and above the basic wage
and shonld not affect in any way the quantum of basic wage
which shouid be poverned entirely by the characteristics of
Jjob such as those considered in job evaluation.
160. Incentive is paid for performance beyond a norm-
This means, at least conceptually, that the basic wages are
for working at:the norm and that the incentive is the payment
for working beyond the norm. It is, therefore, obvious that
the existence or absence of incentive scheme should not have
any effect on the basic wages, specially because the basicz
wage is not affected by the norm. | .
) i Ceiling on Wage Incentive
161. Since human capability has obvious limitations,
there is alrcady an in-built biological ceiling on performance.,
It is, therefore, unnecessary to establish an arbitrary ceiling
on incentive earnings. Any ceiling will be arbitrary and res
frictive as it is impossible to precisely determine in advance
the maximum performance which any individual could achie~
ve under any condition. Ceiling is undesirable from the point
of view of the organisation .as it might lose the contribution.
which the worker might be able to make beyond the ceiling.
It is undesirable from the worker’s point of view for it would
Timit his earning potential if he could go beyond the ceiling. |
162. Mt might be argued that the organisation- musé
know'its liabilities and that it is hot healthy to have an ua-
limited liability. If the standards arc based on proper
work measurement, the liability will not be unlimited. The
system of work measurement -itself is’ based on a certain
average performance: -under incentive condition. In other
words, the standard set by . good. work measurement is such
tl.xat if a large number of workers were to perform the opera- -
tion, the average performance. achieved by them will be a.
kaown value. The individual performance caunot be predic-:
ted but the average performance of all is predictable: Ceila.
Ing should never be a sybstitute for poor work measurement.
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or 2 safeguard againstloose ‘standards.’ It not fair to the
workers but hides wrong standards, methods. changes and,
above all, deprives the organisation from -obtaining _full
-advantage of. its resources. . . _ o
:I.63. Th¢_=.:e are, howe\_'er, situations where, on certain
‘technical congiderations, it is' necessary to restrict the perfor-
‘mance to a certain level below the biological limit of human
-capabi]_ity. 1n§uch cases, a ceiling is justifiable. Some of
‘the major technical considerations which sometimes warrant
a ceiling are ¢ . - -
( i ) Requirements of safety; S
(i } Controlling workmanship, quality and costly rejec-
tions; .
. (iii) Avoiding excessive strains or wear of the equipment;
{iv) Preventing undue overstraining. of the worker ona
job involving intensive effort and fatigue or ona
job necessarily to be performed in hazardous work-
ing conditions, . ... . . .. .
Sharing Gains of Technological _C!mngeé o
164. Technological changes include improvements in
sroduct design; process, materials, equipment, - work methods
46" These-may or may not involve ddditional capital. Simiv.
:rxrfy -these may or may not:jinvolve higher effort, skill of
tspansibility'on the part of the worker. Where such. changes
avolve increased effort, - skill-or responsibility of the worker,
e need for-sharing the gains of ‘such technological changes'
vith-the -workers is obvious. Even where the technological’
shanges have no effect.on the worker, there too, there aré’
jemands for sharing the gains with the workers. s
- ' 165. There are obviously three ways of sharing these

e et

Ealns(, iv;z[;crea!iﬁ in the wages of the concerned workers.
(i ) Payment of a lump-sum amou-nt.once forall.
. (i) Tncre ased share under the existing schem_cs of pro-,
duction bonus, annual bonus, profit sharing bonus,
or pmduction-sharmg cost-saving schemes.

Increase in wages of the concerned workers on™
tof a technological change will be a sound basis for
accoun he gains only when the increment given has some-
sharing th' gto the efforts, skill and responsibility require--
:clatloni' ll-lfc . In revisiog the wages on the jobs affected
l;;re‘1‘.::1:’1-\ot|ogi{:al change, due note must be taken of the greater”

166.



57

sophistication and higher productivity of the new machines
and equipment or methods.© Further; ‘it must be appreciated
that advancing technology will bring better standacds for
Iabour only if the productivity gains of the advancing techno-
Togy are available to the workers too. Denial of such gains
to them will condemn them indefinitely to the present low
standards. i

167. Payment of a lump sum reward for making tech~-
nological change acceptable to the workers is in fact a kind.
of inducement to make the workers accept the change. Ifa
general plan could be drawn linking in advance the amount
of lump sum payment and the amount of gains, this system.
of sharing could be workable. Since it will be a lump sum.
payment, it would not distort the wage structure. . It could
be argued that since pains are recurring, a lump sum reward.
is not a fair share. But, if this method of sharing is used n
addition to the method described at [iii] above, the recurting:
part of the gains will be taken care of by the latter. In fact,.
this will have the added advantage that the gains are shated
not only by the workers who are concerned with that
particular technological change, but also by others .in the
arganisation. .
L Non-financial Incentives.

-168. - Man js motivated by :a complex of stimulants—-
economic, biclogical, social and psychological. He has several
needs and his needs are. never ending. * He “is simultancously
trying to satisfy all the - needs, though all of them may not
have-equal importance, and ..at -a given- moment of time, he:
may have a hierarchy of needs. It is, therefore, " important'
that for optimum results, there should be simultaneous appli-
cation of all forms of motivation—financial and non-financial.
Financial motivation is. the main subject of this feport and’
to n}ake the report comprehensive, the important non-financial'
motivations are listed below : :

(i} Good human relations - -{viii) Support

(i} Seif-respect -+ (ix) Higher reésponsibility
(iiii} Team, spirit {x) Greater authority
(iv) Recognition, (xi) Job satisfaction -

(v} Status (xi) Improved working
(vi) Sense of belonging - . . conditions

{vii} Appreciation (xiii) Greater leisure



VII. TRAINING FACILITIES

 1¢9. With the vast, expanding industtial complex of

today, training at different levels and in specific areas hag
gained importance and its vital role in contributing to higher
productivity has been accepted beyond doubt. Training is
-an jntegral part of new systems for higher productivity,
Attendant upen the introduction of new systems is the need
1o train people to understand and accept their new respon-
sibilities and authorities. Nothing is more calculated to
give a person the inferiority complex than not to know his
job. Training programmes have invariably demonstrated to
persons working in an organisation that management are
«oing all in their power to fit them into the job. In this
way, he feels part of the organisation and thus develops a
asense of belonging, and is thercby motivated to higher
achievement. Training is recognised as an investment in
manpower for achjeving full utilisation of resources.  Sound
training can, especially in an economy like ours where there
is an ever-growing mnced for goods and services. im’
view of a vast population, achieve 'the growth rate of
organisations with greater moment. The old concept
of acquisition of knowledge primarily through experience and
<volving out of the factors of ‘hit and miss has given way to
organised development, collection and presentation of know-
ledge for assimilation which have greatly reduced the longer
years of experience required for achieving expertise, if not
completely eliminating it - The main aveas of training for
higher productivity would include :

‘1. Craftsman Training. o

2. Supervisory/Foremanship Training.. '

.. -Scientific and Technological Training.

4. Managment Training T .

5. Training of professional Industrial Engincers.

6. Trade Union Training

Craftsman Training

170. ‘The translation of the concept of new products,
designs, mechanisms, or jtems for iml?roved.economic
activity for meeting the vast peeds of a growing society would
fargely depend on the varions skills available and required
to exist in craftsmen directly on the job. In the past, some

58
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industrial organisations have recognised _the ‘need fot trqde
apprenticeship training schemes with 2 bias to the respective
needs and practices that exist in their organisations. With
the rapid demand for skilled crafismen consequent o0
industrial growth in the country, the Apprentice Training
Act was enacted in 1967 - to augment the supply of trained
<craftsmen badly néeded in the country. During the last
«decade, there has been a considerable development in the
+training of craftsmen in the country. Apart from apprentiee
schemes in industrial establishments, other institutes Iike
the Central Training Institutes and the Industrial Training
Tnstitutes throughout the country as also private technical
training establishments have beem set up in the country.
“The specification of minimum educational levels has aided
in - minimising cotmmunication problems in the ‘training
 171. The rapid growth of sciencé and technology,
especially in view of the minimisation of time lag from the
point of generation of new knowledge and its application,
will pose problems of crafsmen obsolescence in different age
groups which can bring about human problems of readjust-
ment. Tt is necessary to tackle these problems in a planned
manner and aduit retraining programmes fore raftsmen become
4 necessity in the progressive development and adaptation .of
& modern industrial culture, - - Co '
) Supervisory/Foremanship Training )
=~ 172, This refers to training of mainly the first line
supervisor and - forms an important link in achieving higher
productivity after the conception of an idea and decision
to go ahead with it.” In large organisations where direct
«ontrol of activities is required ‘to be vested in many fore-
men, ‘the - performance of the whols organisation can be
#ensitive to a large extent depending on the effectiveness of
these supervisors. A supervisor in industry will be required
to deal with a variety of aspects, which may bring within its
#cope, among the important, the following : ) -
1. Job knowledge
Job scheduling
Technieal skills
Worker motivation
Implementation of incentive schemes
Communication
Human relations

Mok wi
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+° 173. "The width and depth of technical skills and job
knowledge would depend on the' sophistication of industrial
operations which is invariably included as a routine part of”
initial technical training and would “generally be speeific
about the nature of production or other activity in a particular
situation. . -While in the more traditional and wniform indus-
tries it may be possible to generalise the requirements of”
technical skills and job knowledge, it would invarizbly have
to be tailor-made to suit the adoption of job intricacies and
technical levels of a particular industrial or economic activity.
Motivation, communication, good human relations ete., may-
be considered as common factors which would be necessary-
for any industry and the training in these areas could be
generalised to a greater degree, the seasitivity of each factor
depending on any particular environmental situation. More.
industries and organisations in our environment have been
seen to use the tool of wape incentives for motivation and
higher productivity, and, it has been experienced that with:
all the expertise that may have gone into the designing and
tailoring a wage incentive scheme, .the contribution of the-
supervisor in its success cannot be underestimated, .
;. 174, Supervisory training has been achieve_d ‘through«.
on:-the-job and in-plant programmmes,’ TWI . [jTrain:ng With&m
Industry] programmes, Foremanship Certificate courses in-
technical institutions, and producﬁv:ty. council © and
management association programuies _specially meant for-
supervisory development. The importance of this can be
seen from the Tecent announcement to set up a Nauona.b_
Instituté for Training foremen at Bangalore, by Govqrnment._‘ )
" - Geientific and Technological Training. . '
_175. The contribution of - science and technology in
improving productivity can be . very basw_ and radical,, which.
fn many instances has been seen to .be.sizeable when .com-
pared to inarease in productivity in operational and manage-.
tial aspects. ‘The vast strides made in the basic and .applied.
areas of knowledge has resulted in the review of content and.
coverage at even the basic levels over the past two decades.
The coverage of basic training can focus -towards either the
development of routine operational personnel, or research and
development manpower very much required for sizeable nnJ-
provements in productivity. Training In 'this. area \:voul
have a wide coverage starting from general scientific engineer-
ing and technological institutions, or specialised. but yet.
formative in character like textile engineering and technology,.
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Jute ‘technology, foundry engineering; applied geology etcn
A vast number of institutions are ‘contributing to this area of -
training with the active participation ' of institutes of national
importance, viz?,’ the Indian Institutes of Technology and
-other institutes of applied study. From the point of view of
the industry, technological training after the qualifying level
{degree or diploma) will have to be tailored to suit the opera~
tions and needs of the enterprise and, in some instances, in
highly specialised areas which deal with sophisticated machi-
nery and equipment. Many institutions and industrial asso-
«iations, “including -Productivity Councils, have played an
active role in meeting the required need in the area of post-
qualifying training to strengthen the efforts and meet the
needs of industrial enterprises. It may be relevant to siress
the importance of the extent of training necessary to cover
the suitable adaptation of modern technology in our environ-
mments which may not yet have, in all areas, harmoniously
«developed in its required fullness. This will make exacting
demands on the need for greater creativity and adaptation of
new technology in which training can play a vital role.

' Management Training o

176. Management training, although comparatively
Tecent in relation to other professions like the medical, Jegal,
swccountancy and similar areas, has attracted important atten-
tion and management has been recognised as a profession
in view of a vast body of knowledge it has -cngulfed, the
skills and expertise necessary for effectiveness as a manager,
-and the social acceptance that has widely been achieved. It
«can be seen from an analysis of the expanding scope and
-extent of coverage included in management that there is pro-
bably no area of learning and knowledge which can be ex-
«<luded from its fold. It is not meant to characterise that a
manager should know anything and everything, but oaly 1o
highlight the vastness of the -areas of activity which will be
<ngulfed in the context of managerial responsibility and cove-.
rage. The fertile application of the knowledge of various
branches of learning and. professions has made management
knowledge inter-disciplinary and intet-professional in charac-
ter. The old concept of training of a manager primarily
through experience and purely evolving out of the experience
gained in his work environments has given room to the
understanding and practice that managers can be formally
trained. While it is not meant that training <canbe substi-
2uted for experience, an organised approach to the develop.
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ment of management through the process of formal training
can equip people much faster to become full-fledged and able
personnel to take up the vast and gigantic responsibilities of
a growing and developing economy like ours. The pace of
industrialisation over the last three Five Year Plans in the
country. ‘has attempted to compress growth-rate over a much
shorter time-span. than may have usuelly been achieved over,
a much longer period in the vsual course. In this context,
the importance of training management personnel need hardly,
be overemphasised. Co .

177. The knowledge of management is both quantita-
tive and qualitative, and it has been conceived of as consti-
tuting both science and art. The scientific and quantitative,
areas of knowledge have made ‘use.of the mathematical and.
physical sciences, including principles of engineering analysis;
and design, for developing quantitative criteria in decisions.
making. ~ The area of problems that-a manager wouid have.
to encounter in dealing with matters relating to human factors.
of industry is also being progressively rationalised into an,
organised body of knowledge that is generally referred to as.
the behavioural scicnces, and -the addition of knowledge in
this area - is increasing, which can reduce and minimise at
some stage in the continuum of knowledge the so-calied intan-
gibles in the .area of management. The recognition. of skills
and. expertise in specific areas of management has accepted
the identification of different functions with the coordinated
help of which the management of an enterprise in its totality
would be structured. S

.- 178. In view of the identification of both functional,
areas of management and general management, formal train-
ing in management has been concelved. of from a level usually
after an adequate standard of professional or general educa-,
tion which will constitute a base and starting poini for
acquiring and appreciating knowledge of the different fune-
tions and the aspects of fungtlo_nal COOl'dlll?tlﬂn‘ in g?nera[

ment. ‘There are institutions and universities in the
manage : Vit ost-graduate programmes in manage-
ntry which offer post-g
i ian Institute of Management, Calcutta and
t, like the Indian Institute i
men ? dabad, the University of Delhi, Bombay and Calcutta
Ahmedabad, es have had the benefit of collaboration

c“:i s{i];fasflcimfrom Harvard Business School, Massachusetts
‘Il:llsti:ute of Technology, Stanford and other Universities,

175, While it would be certainly most appropdatc to
soe fully qualificd managers occupying various positions  In
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industries and organisations in the country in view of a rapid
pace of development that has taken place especially after inv’
dependence, the need to strengthen and improve the abilities-
and skills of personnel at different levels of management has
been appreciated and thus the productivity councils, manage-
ment associations, institutions like the Administrative Staff”
College of India, Hyderabad, and other bodies offer courses.
of short duration which have greatly aided in bridging this
gap. The experience gained .and anticipated needs of such,
short-duration programmes for practising managers led.to the
estzblishment of the National Institute for-Training in Indus-.
trial Enginéering (NITIE), a residential institute with United
Nations aid and 1.L.O. as the U.N.'s executing agency in pro-
viding assistance. The concept ‘of Industrial Engineering at
':NITIE'includes the knowledge of the science of manngeme:‘i_tf
in'its different funcfionis, including the area of general manage-
ment. Such short-term courses have been objectivated to’
cater to the needs of managers who may not have gonie’
through formal management’ programmes in universities and’
institutes, but who require to keep up-to-date with the grow-
ing knowledge of management. " W e
.., Training of Professions] Industrial Engineers '~ T o
-, 180. Industrial Engineering, as .a service function of
management, has been recognised and ingreasingly adopted.
with the growing industrial complex in our country. In the
past, consultants operating in_ the. country contributed toa
good part of training of personnel in this specialised arca.
Over the last decade, institutes and universities have iaken
up this job of training professional indu.trial engineers, like’
the Indian Institutes of Technology, Indian Institute of Science,
Bangalore, Victoria Jubilee Technical Institute, Bombay, etc,
For experienced personnel whe desire to formalise their
training as professional industrial engineers, the National
Institute for Training in Industrial Engineering and NPC offer
many short courses, which when completed, could give a
thorough background with a pragmatic approach. The
Institute of Industrial Engineers [India], which was estab-
lished in 1957 and has emerged asa full-fledged professional
body, is contemplating the holding of ‘examinations in this
field for such persons who desire to qualify as professional
industrial engineers with a practical background of experience,
The Institute of Work Study Practitioners [London} has
been conducting examinations for professional practitioners
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ifi this field.: These professional bodies play a- very vital role’
in the regulation of the. profession, fostering and assisting’
educatiott and research and promoting the wnderstanding of -
industrial engineering as a vital service to management.
~ Training For Trade Unionists

181. ' Trade unions, as workers’ representatives and
-spokesmen, have a key role to play in raising productivity.

“The view is widely held in the USA that trade unions have’
forced management to become more efficient and productivity-’
sinded under the continuous pressure of the unions for higher

-wages, more liberal fringe benefits and shorter hours for
wworkers.

ke

182, Workers in our country have various apprehensions
and misgivings about raising productivity. Introduction of
technological change raises numerous complex problems
for workers. The sophisticated productivity techniques are,
also beyond the comprehension of an average worker.
Unless, therefore, the workers feel agsured that their interests
will be fuily and positively protected, they are suspicious
about any efforts of management to raise produetivity. It is
+the duty of the trade unions to protect their interests., In
doing so, they also create among them the confidence that
any increase in productivity will not be at their cost but to their
benefit. Cooperation of workers in - the productivity project
can then become possible. - 7 - ‘ '

183. Where management’s attitude towards the trade
unjon is more positive, ¢ union may be call:d upon
through some joint consultative machinery, not only to
play a responsive role but also to actively initiate ideas and
efforts in the field of productivity. On the other hand,
where management itself is jnefficient and indifferent to

coductivity, the union may have t? force it to raise its own
Eﬁicienc)', as otherwise, the workers’ wages and other bcneﬁts'
€. i
.cannot4r15 o play their key role successfully, it is necessary
1lrsa.cie unjonists and their leaders have adequate training
g field of productivity, especially in the various producti-
mn thtic;niques and the methods of handling industrial disputes
yity . - . .
iovolving P;?tg::t“’t';zre are hagdly any facilities for imparting

185. ialisc; d f;aim'ﬂg to trede unionists. The courses of

such SP eca] Board for Workers’ Education give only an
t'hziccl::tt;l place to p;aducr.ivity. It is doubtful if the courses
incid
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run by trade unions_ themselves do justice to this subject.
Theé Eocal Productmtv Counc11§ Ihave made some efforts to
run special courses for trade mnions’; - but these have been
-few and far between. There is perhaps not sufficient aware-
ness among the top national leadership of the trade union
. movement about the 1mportanoe of producuwty trammg as a
part of trade unicn training.

186. It is, therefore, necessary that all agencies, official
as well as voluntary, that are active in the field of trade
union education and abowe all, the Central trade union
organisations themselves are induced and encouraged to give
due place in their courses to training in productivity techni-
ques and in handling the resulting problems.



' VI USE OF PRODUCTIVITY TECHNIQUES IN
, INDUSTRIES IN INDIA

187. FPactual information regarding the nature and
extent of the use of productivity techniques in industries in
India js available only to a veéry limited extent. OQOur Group
.made an effort to obtain some such information by sending
'out a questionnaire 1o a number of industrial establishments
_and trade unions, but could not get much.

. 188.. The National Productivity Council recently com-
ducted an extensive survey in this field: The extent of response
that it received from the industries, though not entirely
satisfactory, was still quite considerable. To our knowledge,
this survey is one of thes most recent and extensive so far
undertaken. ‘The NPC Regional Office at Bombay was good
enough to make available to us the advance copy of their

report on the survey and we summarise "below its broad
findings and conclusions.

189. The survey was conducted with a view to

(i) getting first hand information of the nature, extent
and depth to which industries in India make use
of Work Study/Industrial Engincering techniques ;

(ii) assessing the problems and difficulties associated

with the application of these techniques.

190. The NPC prepared a special questionnaire for the
survey and it was sent out to about lOQO organisations .in
India. A total of 87 of tl'_lese were received duly filled in.
Out of these, two questionnaires could not be processed
because of inadequate mfm:matlon. The rémaining 85 were
fully analysed and the findings and conclusions are bz_xsed on
these 85 replies. They should be taken along with the
Tireitations of the survey. The responding companies were
h';"dve]y few in number. Most of them are well established
l'e'ah relatively sophisticated managements aod hence not
WLtn represen tative or typical. 'I_'hough_the questionnaire
really 4 to quantify al! information, this was not entirely
attempted 10 4 he companies which respon-

cible and in some €ascs even the pame
d:csl did not give information on all the questions. .
% o1, Tnalarge majority of the responding COTTER
the survey revealed that though various industrial eng &
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qechniques being nsed over a wide area’ of operations, the
application of the techniques in depth was not very common.

192. The personnel to whom the application of produc-
tivity techniques is entrusted is not always adequately trained
in the techniques themselves and in their use.

193. Time Study is the most popular Work Measure-
ment technique in use. Work Sampling, Production Study
and Analytical Estimating come next in thati order.
The Work Measurement is primarily done on the production
_Jjobs and much less on the maintenance, stores, clerical work,
tool room and such other jobs. Use of Work Measurement for
purposes other than production, such as computation of costs
, -or determination of man-power requirements, is relatively less

common. : . - .

194, Though the implementation of Method Study pro-
posals is fairly satisfactory, the survey revealed that about
35% of the efforts of the.specialists in this respect were
‘wasted in 28.5%, of the responding companies.

195. The reasons of non-implementation of the pro-
posals of Work Study are various. The two most important
reasons seem to be : '

{ 1) Resistance of Middle Management;

(i ) Change in situation subsequent to submission of

proposals.

196. In some cases, non-cooperation by labour and
indifference of top management were also found to be the
<ause for non-implementation, but these were relatively less
important. The resistance of middle management seems to
be due mainly to inadequate association with investigations.
Other factors may be fear of the unknown, loss of face and
fear of insecurity.

197. About 70% of the responding companies have
incentive schemes in operation, but only about 25% have such
schemes for departments other than production. On aa
average, the schemes seem to have achieved increases in out-
put between 30-50%, and increases in earning between 25-
45%. Not many companies have reported reduction in re-
Jections or in absenteeism or savings in materials as a resuit
of the operation of incentive schemes.

198. The starting point of performance for earning in-
centives varies among the responding companies; but the
most common  starting level seems to be between 40% and
60% performance. 80% of the incentive schemes are based
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om Work Measutement Data..  Past performance  recoyds
pure-bargaining and rated capacity, of thé plant.are also 'useg
.as basis-of incentive schemes in several compames )

.199.. The workers are informed of their, incentive per-
formance daily in about 3]% of the compames, moenthly in
about half of the companies and weekly in about 259 of the
companies. The use of invemtory control is reported by
about 68% of the responding companies, but the methods.

used do not seem to be quite satisfactory in a number
of these.

200. 349, of the respondmg companies have wage-
structure based on Job Evaluation using Peint Rating System.
Advancel techniques like PERT, Operations Research are

used by 49 and 32 companies rsspectively. Ergonomics is
used by only 6 companies.



IX. PRODUCTIVITY AND TECHNOLOGY

201. There is no doubt that the spectacilar gains in
productivity achieved by the developed countries have been
«due, to a large measure, to continuously advancing technology.
What can be achieved through better organisation and greater
human effort alone is necessarily limited, whereas the achieve-
ments made possible by advancing technology are practically
Jimitless. - o

202. The use of advanced technology, however, raises
various kinds of problems and these need to be satisfactorily
resolved if the full benefits of advanced technology are to be
-derived. In a developing country which has vast uputilised
buman resources and where the level of wages is relatively
low, the most sophisticated technology may not always be the
most economical one. Whether in a particular sitvation the
adoption of a particular technology will be economically bene-
ficial or not will need to be examined on the merits of each
<ase. The other factors which may also limit the usc of
higher technology wouild be

( i } aggravation of unemployment;

(ii ) scarcity of capital, especially of foreign exchange;

{iii) lack of technical knowhow: .

{iv} the problems of maintenance of sophisticated equip-
ment and of its full utilisation; .

(+) the limited purchasing power of the community com-
pared to the full capacity of advanced equipment

and consequent operation below capacity;
.and =o on.

203. The displacement of labour caused by advanciog
technology has been a difficult problem in all countries and
all the more so ina developing country with a ve.y large
volume of unemployment. Even in the developed countries,
the sudden increase in labour productivity made possible by
-automation has posed problems before the Government, the
industries and the trade unions which have not been easy to
Tesolve in the short run. It is now generally recognised that
the human probiems that changing technology poses call for

(i) sufficient advance planning of the change and full
advance consultation with all groups that are likely
to be affected by change;

69
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{ii ) phasing the introduction of the change so that the
displacement of the labour can be balanced either
with the overall growth of the industry or wiih
other factors like matural wastage, retraining for
employment in other industries, and so on;

(iii} reduction in the hours of work;

(iv) adequate facilities for training in the new skills and’

operating techniques for the changed technology;.

(v) extensive measures of social security so that the

unavoidable redundancy of labour will not cause-
excessive hardship to the workers concerned;

(vi} high purchasing power in the community as a whole.

204. Inour country, while some efforts have been made
from time-to time to evolve agreed approaches to technologi-
cal change, the actual introduction of the change seems to be:
without much regard to the agreed principles. Consequently,
there is widespread fear and suspicion among workers to--
wards technological change. It is of the utmost importance
that sufficiently effective controls are devised and enforced
along the lines indicated above so that labour may be reassured.
that its interests will be adequatcly protected.

205. Adoption of advanced techrology is pot a substi~
tute for the best possible uiilisation of all available resources.
Indeed, sophisticated technology demands 2 high degree of”
work-planning and orgqmsatmn ax}d co-ordination of hur.nan
effort. The proper “attitude of mind” as well as the various.
techniques mentioned earlier remain important determinants.
of productivity whatever the level of technology in use.




X. HUMAN FACTORS IN PRODUCTIVITY

206. The use of right methods and techniques is no
doubt important for raising productivity. It must be realised,
however, that the methods and techniques cannot by them-
selves yield their full benefits unless due attention is also paid
to the human aspects of productivity. After ail, methods and'
techniques have to be' developed and applied by human
beings at various levels from top management down to the
worker on the shop floor. Unless these persons who have to-
develop and apply the methods are willing and abie to make
the proper use of such methods, productivity cannot rise.

207. The organisation of industry being what it is, the
initiative in the efforts to raise productivity has to come pri-
marily from the employers and the managements. It would
be wrong to assume that such initiative is always readily
forthcoming. The various productivity missions which have
worked in our country found that frequently, there is no par-
ticular keenness on the part of top managements to underiake
any purposeful efforts to raise productivity. A recent survey'
of the working of work-study and incentive schemes -carried
out by the NPC also revealed that resistance from top
management is one of the factors hamgecing such schemes.
Evidently, where such keenness does not exist at the top, prio-
ity has to be given to see that it is generated before any
worthwhile efforts can be undertaken at the lower levels tor
raise productivity.

_.208. There are various factors which act as obstacles in
Taising productivity. One aspect of the total effort to raise-
Droductivity ought to be viewed as removing such obstacles.
The other aspect of such efforts is the generation among alk
f’?tncemed of a positive interest in and urge to raise producti-

ity.

. 209. Some of the factors which act as obstacles te-
raising productivity are v ‘

Obstacles to Raising Productivity

1. Poor Standurds of Nutrition
- 210. Ther is abundant evidence to show that the possi-
ble physical effort of a worker depends to & large extent on
the adequacy of the quality and quantity of food which he
consumes. There is also enough evidence that the average:
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Undian worker’s food is deficient both in quality and quantity
and this affects his effort and work-performance. It would be
A mistake to.expect from an Indian worker the same standard
-of physical effort as from his better-fed counterpart in the
‘more prosperous countries. Productivity demands that high
priority should be given to improving the nutritional standards
of Indian workers. . -
2. Poor Living Conditions

211. The housing conditions in the largé industrial
cities in India have beer proverbiaily poor and, during the
past two decades, these have grown worse due to the rapid
growth of the cities and the failure of housing and other civic
-services to keep pace with such growth. A sizable proportion
«of workers in such cities do not at present have any houses to
live in atali and they have to live in hutments and slums.
“They do not have the most elementary services of sanitation,
-water supply or roads. Further, a very large proportion has
-to stay single in the cities since they cannot keep their fami-
Ties with them for want of houses. Living in such conditions,
it can hardly be expecied that the worker will be physically
.or mentally in a condition to put in his best efforis to raise
-productivity. Providing at Jeast _a minimum standard of
‘housing for workers must also get high priority.

3. The Attitude of Employers/Top Managements

512. The traditional assumptions of employers and top
managements about workers are that worke_rs are naturally
Tazy, irresponsible and incapab‘lg of making any _positive
contribution to their jobs. Traditional management is, there-
fore, based on the theory that the worker can b?! made to
-work only by the use of “the Carrot and the Stick”.  These
assumptions are being challenged and disproved by a large

mber of research scholars and management consuliants in
?}15 A. and Britain. Their experience suggests that while the
carrot and the stick are effective 1o a certain extent, they can-

t bring out the best performance from the workers.  The
?:mous theory “Y” of Prof. MacGregor suggests that the
+traditional management assumptions have to be given up and

otkers have to be looked upon as responsible individuals who
w only naturally want to work to the best of their ability,
‘_not o can also exercise a degree of initiative, responsibility
::;; resourcefulness in the performance of their jobs.

213. While conditions in our country may be different in
many w.ays than those in the U.8.A. and Britain, there is no
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reason to believe that human nature here is basically different
than elsewhere. Top managements in India need {o take note
of the trends in the management thinking towards workers in
the other countrics and have to earnestly re-examine their
own assumptions in relation to their workers, for the tradi-
-tional management assumptions are among the most serious
‘obstacles in the way of raising productivity.

214. It is the general trade union experience even
today that managements are not very wiliing to take workers-
and their organisations into confidence in dealing with general
productivity problems nor are they very willing to give a.
generous share in the benefits of productivity to the workmen.
As a result, trade unions feel that there is not much that they
can do in this field and that what little they can do is not
worth doing anyhow.

o.  Unsatisfactory Industrial Relations

215. It is hardly necessary to emphasise the influence of
industrial relations on productivily. Where industrial relations.
are unsatisfactory, it would be extremely difficult to introduce:
any of the usual productivity techniques smoothly and tor
secure the cooperation of the workers in operating such tech-
niques. Without such co-operation, the techniques are not
Iikely to succeed.

216. It is mnot suggesited that differences should
hot arise at all between labour and management. That would
be an obviously unrealistic expectation. Sound industrial
telations, however, demand that there should be a degree
of “mutual recognition” between the management and the
Tepresentative organisations of the workers, that the two sides
should purposefully build up attitudes and traditions of resol-
ving their differences and disputes through collective bargain-
Ing on a bipartite basis. Even occasional strike or lock-out
may not be ruled out as a step in the process of resolving
such disputes; but the basic attitude of the two parties has to-
be problem-oriented. Where the very right of the workers
to form a union or to bargain collectively with the employer-
is denied either expressly or in practice, or when every diffe~
Tence between the employers and the union leads to either
a trial of strength or resort to the time-consuming process of
adjudication, sound industrial relations cannot be built up.

217, The nature of problems that arise in the field of
Productivity techniques and incentive schemes is such that
they can be best comprehended and tackled by those who are
directly concerned with the problems. Moreover, such pro-



Blemg [

but ha::n? Ot be anticipated apd decid=d once and for all,
00 be tackled continuously as and when they arise
that g, cor. Hence, the conciliation and adjudication methods
tria] disput’;‘lmonly in wuse in our country for d_eciding indus-
Productiyy, S 8re not very helpful te the parties in tackling
¢ Droblz Problems. Morcover, the technical natwre of
the adjy dicams makes it difficult for concmauoq officers and
of the ntm, tm_’; to uaderstand them properly. It is, therefore,
on Producgs? importance that those em_ployers »Yho are Keen
bipartite ‘_L‘;:t)’ shoyld pu_rposcful!y strive to build up sound
organisati(ms. lonship with their employeces and their
<2>t1 %e Thf: developmept of bipartite industrial relations
-d:iulsnu-ljal n:Iﬂc.l'uew:d _ovel_-nlgh_t. There is a view that the in-
ance on Gatlons lcg!s!ailon in our country plag:es.updue'rell-
tite relat; OVernment intervention and thereby inhibits bipar-
cannot b 011!3 'betyvcen labour and managements. The fact
unions € gainsaid that over the past 20 years, both trade
10 lean; and employers in our country have been accustomed
Thi ng upon the Government for resolwrfg their disputes.
15 trend will have to be reversed and this will call for a
deliberate effort from both sides.
5. State of the Trade Union Movement
‘ 219. The condition of the trade union movement in
;’:" country is also not very helpful for the development of
o “nd bipartite relations. Especially, in the field of produc-
vity, trade union rivalries can prove very harmful. Besides,
most unions do not have the necessary technical knowledge
at their disposal and are too poor to pay for such knowledge
for dealing with productivity problems. This is a challenge
the trade unions can ignore only at their own peril; for, new
me'-h{)ds‘, techmiques and productivity practices are bound
10 gain increasing application in industry and quite apart
from the question of productivity ftself, unions wili be unable
even to protect the interests of their members if they cannot
develop within themselves the basic knowledge and expertise
about productivity techniques.

220. Trade unions, by and large, recognise the fact that
continuously rising living standards for working people can-
not be achieved except through continuously rising Tabour
productivity. Any gains possible through organised pressure
alone can only be limited and short-term. Thet does not,
however, mean that the importance of ensuring fair copd}tlons
for labour can be underrated in the short run. For, it is the
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equitableness of the present conditions that heips produce the
right attitudes among labour and the unions towards prod®”,
tivity. Certain obvious factors make it difficult for the unio™®
‘to whole-heartedly accept productivity as a major objective-

6. [Fear of unemployment

221. Inmany industries where the rate of growth ‘f
low, increase in labour productivity inevitably resuits in £
duced employment., Even if any immediate retrenchme™”
is avoided, the total contraction of employment in any iﬂd"so
try over a fairly short period is a matter of grave concern t
the unions especially in a society Wwhere vast unemployme?
is one of the most sericus economic aud social problems.

s sometimes argued that though machanisation often reduc®
jobs in the short run, it creates more jobs in the long ru®
“This is true only when the rate of growth of the econon!
as a whole is at least equ:1to, if not higher than, the rat€
of growth of labour productivity. Where this is not 50, T.
increase in jabour productivity does threaten the jobs ©
worke_rs: Besides, to a worker who is about to lose his jo
noew, itis no consolation that two or three jobs may come
into existence five or ten years later in the place of one he
loses today.

7. Fear of Excessive Workloads

222. The workers and the trade unions fear that the
<fforts to increase productivity might result in excessive work-
loads which might affect their health and safety.

. 223 These apprehensions on the part of the trade
‘unions are very real and they cannot be dispelled merely by
assurances or exhortations. An attempt to sct at rest these
apprehensions was made in the 15th Indian Labour Confe-
rence in the year 1957 when a decision on rationalisation
was unanimously adopted. In practice, however, questions
«of rationalisation and resuitant displacement of workers have
not been dealt with strictly in terms of the said decision.
The employers have contended that it is their prerogative to
introduce mew processes and machinery and the tribunals
dealing with the disputes arising therefrom have upheld their
contention as also their freedem to retrench employces whenever
necessary.  The unions have been precluded from questioning
the propriety of the technological changes or their effzcts on
employment. The criteria laid down by the 15th Indian
Labour Conference have had little weight with the tribunals.
Unless this state of affairs is changed, it is unrealistic to
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expect trade unions to show "any great enthustasm for pro~
ductivity:
Positive Measures

224. Apart from attending to these factors which act
as impediments to raising productivity, it is also necessary to-
take steps to create among all concerned a positive interest in
raising productivity.

225. Motivation of workers is a field where considera-
ble research has been conducted in other countries, but not’
enough in India. It is recognised elsewhere that with prow-
ing affluence, reduced unemployment and extensive social’
security, the importance of money as a positive motivator or
of the threat of unemployment as a negative motivator have:

diminished greatly. Various other motivating factors are
recognised to operate. .

226. It may be that in India because of the low wages-
and standard of living of workers as wellas the vast unemp-
joyment, money is still a much stronger motivator and’
unemployment 2 much greater fear than in other countries.
However, even here, there are cases where it is found that
high wages, lavish welfare expenditure or rigid disciplinar_y‘
rufes do not succeed in motivating workers to higher producti-
vity. Apart from money, the wo;ker aspires for _his own.
personal dignity, recognition of his worth and his skills,.
opportunity for development and use of his talents, con-

enial social relations at the work-place and s0 on. Where
these are denied to him, even the poor worker such a5 ours.
is not likely to be positively .motwa.ted for productivity,
ancial rewards notwithstanding. -In the_ words of Ru§sel’
ién ie, ©“It is often szid that ‘work-study is 10% technicak
e sychological’ and this of itself indicates the degree:
a“c.l 90% P ce which is attached to human factors in incentive-
of importan Again “on the gain side, a man’s hopes and desires.
. g:'liscd in one word ‘Self-respect’. It is by res—
may be S"}mmaf t that the management can enlist the-
cting ,h;ill?;legzsp;;ich is the trug purpose of incentives in:
man’s I : so organised can only be:
industry. Incentive schemes nottent asg in fact they are™
f industrial discontent, o e
the source © ie—Financial Incentive ”” — *Productivity”,
Russel M- CUBRT N0, 3, pages 488-489).
NPC Journal, many industrialists in oux country_“{ho-

227. There 3{:\# of the human factor in productivity.
do not mke;h:-:most industrialists in our copntry_who ‘\.v;s.
One'gfnt:l eof‘othc FICCI once, said in an interview, i
Preside
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worker’s duty “ends-when ‘e ddes the woik assigned to Him'
by contract. - Evidently, his place in productivity is limited....’
Really speaking, the industrialist alone (in the broad sense)
is the productive factor and he alone has a right to enjoy the
fruits of productivity”. (Shri8. L. Kirloskar, **Chitramaya
Jagat”, May, 1966, Productivity Special Number.) - With this
view of productivity, an employer can hardly complain if his
worker shows no interest in it. o C ’

228. Theé positive contribution that the workers can
make towards productivity if their cooperation is secured by
setting up the appropriate institutional framework, was cleatly
shown by experience in Great Britain and U.S.A. during the
years of the Second World War. The Factory Productivity
Committees which were set up in U.S.A. at the initiative of
Mr. Donald N. Nelson, Director,’ War Production Boarq.
did perform an outstanding job. A scholarly study’ of their
role, undertaken by Doris Duffy, credits them with the follow-
ing achievements:— ‘ :

(i) Millions of man-hours and dollars were saved
through suggestions made in Committce meetings of
by individuais through -the jointly operated sugges-
tions systems. . :

(ii } Many tons of copper, stee], aluminivm, paper, etc.
were saved through conservation efforts. - .

(iii) The life of tools was extended through - education
in better care of tools.

(iv) Quality was improved and rejections were reduced.

(v ) Industria) accidents and deaths were reduced.,

(vi) Absenteeism and turnover.were reduced. ., e

(vii) Efficiency of Jabour was increased and health improv-
ed through nutrition committees. AT

(viii) Transportation of materials was speeded up. .

(ix) There was a general improvement in morale and good
feeling, D o : .

229. Mr. Nelson -himself bad this to say about the
achievements of the Lebour-Management Production
Committees. *I do-not pretend that the universal installation
of labour-management committees is going to bring about an
industriai millennium; but I know from experience that we
would not have reached the amszing war production peaks
we did reach if we had not found and enlisted the new force
which a labour-management committee can tap, and I firmly

believe that in these war plants men of management and
labour set & pattern which can be of untold value to our
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country in peace time” (quoted by Doris ‘Duffy in. “Role of
Government in Labour-ManagementProduction Committeas*—-
Catholic University of America Press, Page 97) '

.. 230. Some efforts to organise similar committees was
started in our country immediately afier the: Chinese attack
in October 1962. The effort, however, did not meet with
much response and was not purpesefully pursued for suffi-
cient time. As soon as the immediate sitvation of aggre-
ssion disappeared, the efforts to promote productivity. were
also virtually given up. Given the right climate and sufficie-
ntly sustained effort, there is no reason to believe that similar
committees in our country will fail to show resuits. ’

. K Role of Supervisors - .
_ 231. The role that supervisors play in influencing the
attitudes of workers towards work and productivity is perhaps
not fully appreciated in. our country. The survey of the
working of incentive schemes conducted by the NPC recentty
has revealed that resistance by middle management is the
most impottant single cause of the lack of success of incentive
schemes. Researches in other countries have shown that an
cmployee—oriented supervision -is far more effective in getting
the best performance from workers than a purely - work-orien-
ted supervision. It is necessary  that top managements take
due note of this and take steps to: create the proper attitudes
among middle managements and supervisors by example and
training. T Co
232, The idea of workers™ participation in manageément
which has been talked about a great deal has similarly failed
to come up 10 expectation. The basic cause for this may be
that the foundations of industrial relations in this country
are not strong enough to sustain such an ambitious super-
structure, It has, however, been proved 'in a wide variety
of situations that decisions are most effectively implemented
when the parties conoen}ed with implementing them have an
opportunity of participating making the decision.  Viewed
in this light and not merely in the context of the prerogatives
of management or of labour, participation can be recognised
as an important device to enlist the will and the talents of
all concerned in the tasks of productivity. : .

e p—p—



‘¥1. THE ROLE OF GOVERNMENT

233. The general political' and’ éconvinic climate in the
‘country is a factor which has -a ‘far-reaching effect upon the
attitudes of ‘the employers, workers and trade unions towards
productivity. A social climate of optimism, ~enthusiasni,
and justice in' which employers and workers can feel confident
that a continuing expansion of output and improvement of
standards as well as an’ equitable distribution of the output
are assured, is conducive to am attitude which strives for
increasing productivity.. It is -the respomsibility of the
Government to provide such “political and economic climate
by formulating appropriate policies and implementing them
eificiently. D e s

234. The economic and industrial climaté in our country
for sometime past, it must be recogoised, has not been very
helpful to increasing ' productivity. ' Due to scarcity of
foreign exchange, shortage of many industrial raw materials
and the generally slow pace of economic growth, many
industries have been operating far below their capacitics.
Employment in many industries has stagnated or even
contracted as a result of this. In such a situation, the
employers as well as the workers are likely to view as
somewhat unrealistic the talk abomt increasing productivity.
In such a situation, highest priority must be given to enabling
the industries to operate near full capacity and to providing
increasing employment. The rising prices, the erosion of
real wages and widespread unemployment are also circum-
stances which do not inspire the worker to mise productivity
:'i!' _glt;e him a feeling that he has a stake in increasing produc-

vity.

-+ - 235.. The magnificent response that the- worker can
make to the needs of industry was demonstrated in our
country in situations - where the workers shared with other
groups, g sense of high national purpose when the security
of the country was threatened in 1962 and again in 1965.
However, such & high sense of purpose has to be perceived
as such by the workers themselves and cannot be created by
exhortations or preaching. Today, productivity has not
become such a high purpose because the conditions and the
telations relevant to productivity are ot conducive to if.

79
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236. The importancs, of, .creati limate i
- 2 o ting . & .. 3
workers will perceive their Lwn'. stake gm a1.'311::1.11 1 terc:)'t-;1 :’IH'Ch
cannot be over-emphasised.. There. is -a broadgfgzlingu t::il;y
.;ﬂxﬁmm;eﬂz s_tructml'le of industrial ownership ang
. ; is i
labour productivity do nots‘:.;ucmtga f‘.obeneﬁk.i O et
.measure. ‘There is also a feeling that inw{;,; r; e aient
broad social and economic policy, neede o‘;'m o
-of workers do not get adequate consicierations- anThasp!ratlons
ground for this feeling,. for, over the ‘pasizl ’15 .ere s while
labour productivity has increased significantly, th yer;',a:.l!s M
have failen and living conditions have detcriorated. 1 " such
& situation, it is- difficult to expect workers to feel actiontanty
enthusiastic about increasing producti:ftyo 'eeI[t %:ﬂi‘::latgy
Governme ) s
situation.nt to take necessary measures to change this
' 237. 'We have.referred cartie ¢
nutritional standards and living: lzfmti?tig;: eg_ec‘:'s l?ltc‘ fhe poor
prqdu(_:tivity. Apart from their psychological im;acir?::::ﬁg;
ta:;s guvhfrcren::é the‘gh_}:hyslcal impact upon productivity is
ak ab]f:y t%: mleei A hlee an u_nderdeveloped economy may not
requirements sectis i
community fully, 1it is important t;llat :r::'ii‘\‘.l]ia!-ll-l such ‘l)i?;;i;i;i(t):::
everything possible should be done to raise th ith
stand;;gs a'l;; _1.1(1;: living conditions of industrial ;o?;glst.lqnal
. e Government has come to p! igni

cant role in industrial relations in our c;:):it?yveri't?sgmﬁ-
conceivable that it can suddenly give up the role ‘and Jﬁt
a completely indifferent attitude towards labour-ma.nagemen:
rglations-_ Tt must be recognised, however, that mere preven-
tion of industrial t_:on.ﬂlct through conciliation and adjudi-
cation is not 2 suﬂ‘lcxe'ntjly positive contribution to industria}
relations. Without giving vp the objective of protecting the
weaker sections of the working people as also of keeping
1ab our-mapagement disputes within the boundaries dictated by
broad national interest, the Government should purposefully
follow industrial relations policies calculated to throw greater

" ibility on the employers and trade unions them-
responsibility : i i
sclves in the matter of fesolving their own disputes.
Since the Government is one of the largest CiP loyers it
should set a lesson in seeking sound bipartite relations with
their own employees: L b e

539, The initiative taken by Government in the forma-

tion of the National Productivity Council and the gontinued
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support given to it and to the Local Productivity Councils,
have made a worthwhile contribution towards productivity
thinking in a general way. During recent years, the Produc-
tivity Councils have also begun to undertake actual floor-level
work to help industries to improve their productivity. These
services need to be greatly extended. The public sector can
also set a model to the industries in the country generally in
making the most rational use of productivity techniques and
thereby demonstrating their value. :

240. Hardly any research has been dome in our country
in this field, and most of our practices are based on research
and methods developed in other -countries. This is not a
very happy state of affairs. At the same time, it is unlikely
that private agencies will be able to undertake research in
this field to the extent required except with the -active encou-
ragement and help from Government. Kt is the responsibility
of the Government to provide such encouragement and help
to'competent private-agencies. as also to organise extensive
rescarch on its own on various aspects of productivity.

241. While some Jarper companies with relatively sop-
histicated management have trained industrial engineering
personnel of their own and a few others are able to hire the
services of specialist consultants, a large section of employers
do not have any ‘productivity expertise at their disposal.
Trade unions, as mentioned earlier, have even less. Any
systematic effort to raise productivity often suffers from this
lack of expertise on both sides. Trade unions also view with
some misgivings the efforts of specialist consultants hired by
employers. - The  Goveinment. could help resolve this diffi-
culty by providing a competent, independent agency which
both sides could approach for advice and guidance and which
could help resolve disputes arising over the introduction of
productivity techniques.

1. R.M.SHAH

2. A.A. NIAZI

3. - DULEEP SINGH -

4. N. S RAMASWAMY
5. M. R.RAMSAY

6. A.N.BUCH

7. N. S, MANKIKER

8. BAGARAM TULPULE
Bombay, Chairman
Dated December 31, 1967,



SUMMARY OF CONCLUSIONS AND
RECOMMENDATIONS

" 1II. THE BACKGROUND "

pctiy hich
Productivity is influenced by many factors sor_r:e o'ti';; oD

are internal to a unit while others are extema_l to :m o llem
proach to productivity should be comprehensive . )

bracing. (Paras 12-15) o e

2. Ancreass of Iabour productivity Im Im:lut“m cgs p

SprprovmBent v e gocinl and  cconomic cxmums- ing
Wwotiets.  Yubaaatil shares of gains from increas

producysty should, . therefore, be . provided 'to labour.
Fata 16) o 0 . !

- ! (R ' ' .

i 3. Increase ip productivity -also requires .a moderm
techinological base and improved organisation of . work.
(?m 16_1%) . . . [ A A

- 4. The productivity movement in India began with the
arrival of the ILO Mission in1952i=:. The::Mission’s  efforts
did not go far due to the fear that any great :changes : might
disturb the established wage structure and industrial relations
in the Textile industry. The experience of the Mission
showed that productivity programmes have to be formulated
on a realistic-assessment of actual situations, rather than on
preconceived aims and objectives (Paras 19-22) oo

5. The setting up of the Productivity:Centre and- later
of the National Productivity Council and the Local Producti-
vity Councils, and the work done by them by sending Pro-
ductivity Teams abroad and running training programmes in
productivity have given further impetus to -the. productivity
movement. The impact of these efforts has not, -however;
come upto expectations due to various causes. - (Paras 23-35):

1. ORGANISATION OF WORK

6. The primary respomsibility to raise productivity
through proper organisation and control of work, personnel
policy and plant and equipment, rests on management.,
(Parz 36) :

7. ‘Work should be so organised asto minimise the
physiological cost of doing it. In India, due to the very low
nutritional . standards of workers, this is particularly
important. (Paras 37-38)
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8. Full and efficient utilisation of available means and
continued improvement in organisatior and methods can
mcrease productivity even when substantial changes in equip-
ment are not possible. The application of work-stedy includ-
Ing production planning and control, simplification, standardi-
sation and specialisation, close co-operation and interchange
of information, costing and budgetary control and o on, are
Important in the efforts to raise productivity. (Paras 39-45)

IV. PRODUCTIVITY TECHNIQUES '

9. Scveral techniques have been evolved for raising
Productivity by optimising/maximising the utilisation of all
available resonrces. These techniques draw upon knowledge
In varions disciplines—mathematical, ' physical and' social
sclences—and - apply it to men, materials, machinery and
management. (Paras 46-48)° ' ‘ o

10. Production methods and techology "that have
Proved successful in one situation or country will not meces-
garily prove to be so in another when availability of 1a¥
materials, scale of operations, climatic conditions and such
other factors are quite different. (Para 49) .
~""1L7 Productivity techrigues should be applied with the
association of the workers® trade unions and the dats derived
from the studies should be used as guide to the management
and the union in arriving at agreed decisions about the
thatiges to be made. (Para 50) - - be

" 12! Method Study consists of selection of work 10 b
studied recording of facts about the existing Plef-h"d.Of d01|1§
it, critically -examining these facts, evolving an P rgved
method of doing it, installing the evolved method as standar
Practice and maintaining it. (Paras 52-53). . . .

13, Work Measurement is the determination of tg:rdmclj'
Tequired fo carry out a particulat job ata defined sta among
performance by a trained worker by the use of any
several available techniques (Paras 56-57) cad Wofk

~ 14. In the application of Method i‘gggﬂy the fears
Measurement; together- referred to as Wor n to their
and suspicions of workers about Joss of jobs or ha.rtll: i ass-
‘Other interests must be dispefled by giving thetl:ﬁ\?es fully in-
Tances and by keeping them and their represen .
formed before the studies are conducted. (Para 5.) a1 =
e ]?.;; Other technique‘li i?l')_;?gsﬂsst;!;%%)ﬁﬂgmeeﬂns s
. (i} - Inventory Contro e (Para 61) |

. fii) Stoses l?eeping ‘Methods and Practicss (Para 61)
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(iif) Plant Design and Lay-out (Para 62)

(iv) CPM and PERT (Para 63) ’ ’

(v). Standardisation, simplification and variety Control

‘. (Paras 64-67) :
(vi) ' Job Evaluation (Para 68) -
(vii) “Merit Rating (Para 69)
(viii) Value Engineeting (Paras 70-72)

(ix)" Office Organisation and Methods (Para 73)

(x) Materials Handling (Para 74)

(xi) Production Planning and Control (Para 75)

(xii) . Waste Reduction (Para 76) .
(xiii) . Product Engineering (Para 77)
(xiv), Systematic Plant Maintenance (Para 78)
. (xv) Personnel Administration (Para 79-84)
(xvi) Marketing (Paras 85-95)
(xvi}} Operations Research (Para 96) .
(xviii) Management Controls (Paras 97-99).
V. MEASURING AND SHARING GAINS OF
PRODUCTIVITY . :

16. Productivity is a measure of the extent to which the
resources are utilised to produce goods and services and it can
be measured between any two stages in a productive pro-
cess. It can also be measured for each resource. Two
productivity values wili be comparable only if both are for
the same resource, in the same unit and for the same stage
(Para 100} A

17. Gains of productivity during a given interval of
time is the difference in the cost of production on the basis of
the productivity at the beginning of the time interval and the
actual cost of production at the end of the interval, both
costs being calculated at constant prices. (Para 101) .

18. Equitable sharing of the gains of productivity
among all the agents must fulfil a number of conditions
(Para 106) '

19. Several methods already exist for sharing the gains
‘of increased productivity among labour, capital and the com-
munity. There are also several non-financial methods of
sharing the gains. (Paras 107-110) -

V1. INCENTIVES
20. Incentive Is a device for increasing productivity and
sharing the gains of the increase. Among the various avail-
able methods, it is the cheapest, quickest and gurest.  Along
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with it, improved work methods and improved organisation
and planning should also rec=ive first attention since they re-
«quire no capital expenditure. (Paras 112-116)

2i. Monctary incentive is paid for extra contribution
-of effort and co-operation, as distinct from the normal wages
which take note of the characteristics of the job itself.
Hence, wages and incentives can together take account of both
the job characteristics and the workers™ application to the job..
{Paras 116-122) . )

22. The performance-based system of payment is move
<complex than that based entirely on attendance. (Para 124)

23, Incentive schemes are devices for coinciding the
interests of the workers with those of the organisation and
can be devised to fulfil various objectives though the most
.common objective is to jmcrease output. {Paras 125-129) .

24. In measuring performance for the purpose of
payment of incentives, a number of considerations need to be
kept in view. (Paras 130-131)

25. Incomrect standards do incalculable harm to the
concept as well as the operation of incentives. Hence, correct
standards should be set by using industrial engineering tech-
miques. {Para 132) - L

26. The period for assessment of performance for the
purpose of computing incentive earnings should be as short
as possible, a day or a shift being the proper period wherever
practicable. (Paras 133-134) _

.27. Individual incentives are the most effective ; but
group incentives can also be adopted where special conditions
tender individual incentives difficult to adopt. (Paras
135-136) .

28. Once incentives are introduced in a plaat, it is im-
perative to extend them to cover as many of the employees as
possible (Para 137}, ) '

29, The four critical performance indices in incentive
.schemes are @

(i) The Standard Index,

+ (i) The Reference Index,

(iif} The Base Index,

{iv) The Incentive Index. (Para 138)

30. Since in India the Reference Index is far below- the
§tandard Index, incentives have to start near about the Re-
ference Index. (Para 139} -~ b

31. Incentive shonld be computed as a certain
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percentage 'of the basic wage plus dearness allowance. (Paras
140-141) . '

32, 1In designing the performance-reward relationship,
a mumber of considerations have to be kept in mind..
Different ‘types of relationship are also possible. (Paras
143-144) - o

33. Multi-factor incentive schemes which measure
workers’ performance on more than one factor separately and’
reward such performance, can also be designed. (Para 145)

34. The quantum of incentive earnings should be such:
that it should not raise the total unit cost of production but
should reduce it, and, at the same time, should be adequate
to generate motivation. Above the standard performance, it
should pass on to the worker the entire savings in the labour
costs. Between the base performance and standard perfor-

mance, the rate of incentive shoutd be somewhat lower than
above. (Para 146) -

35. Various kinds of safeguards to'protect the interests.
of workers ns_well as of the organisation should be provided
in the collective agreement on incentives. (Paras 148-149)

36. The worker expects an equitabie adjustment for
failure to meet the set performance levels due to causes
beyond his control such as Jack of materials, breakdown of

equipment, lack of orders, etc. Such adjustment can be
ensured by :

(@ including a factor of adjustment for lost time in the-
standards and norms themselves where the time loss.
1 such as can be averaged out over & period of time
by reference to the records.
_ (i) paying for the lost time at the normal wage rate-
without incentive ;

(iii} paying for the lost time at the average incentive rate-

for the time actually worked. . .

(iv)In case of piece rates, providing certain pre-

determined fall-back wage rates. (Paras 150-152)

37, Rate-cutting undermines the confidence of workers.
jn an incentive scheme and hence defeats the purpose of the
scheme. Hence, the incentive norms and standards or the

jece rates should be guaranteed. The scheme should provide
lf?or remeasuring of jobs affected by any significant change in
the methods, materials, machine processes, tools, etc. (Paras-

[53-156) . S .
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. 38. In.existing schemes, if’ standards are faulty, it may
be possible to correct them ; but ia doing so care must be
taken to sujtably compensate workers who may be adversely
affected by such corrections. (Para 137) .

39, Incentive schemes are not a2 method of increasing or
‘decreasing wapes or of justifying low wages. Existence or
absence of an incentive scheme should not have any effect
upen the basic wage which sheuld be governed entlrely by the
characteristics of the job. (Paras 158-160)

40. It is unnecessary to establish any arbitrary ceilings
on incentive earnings to limit human exertion. However,
technical grounds like safety of workers or equ:pmeut or
requirements of quality may justify, under proper circum-
stances, ceilings to limit performance t o levels below human
capacity: (Paras 161-163)

41. Gains of technological change should also be
shared with workcrs through one or more of the following
methods :

(i) Increase in wages of concerned workers,

(i} Lump-sum payments,

(iii) Larger share in various bonuses and production-

sharing/cost-saving schemes. (Paras 164-167).

42. Various kinds of non-financial incentives are also
known to motivate workers and these should be properly
used simultaneously with monetary incentives. (Para 168)

VII. TRAINING FACILITIES.

43. Training at diffcrent levels and in specific areas
plays a vital role in contributing to higher productivity. The
maln areas of training are 1 —

(i} Craftsman Training,

(i} Supervisory/Foremanship Training,

(iii) Scientific and Technological Training,

(iv) Management Training,

(v) Training of Professional Industrial Engineers,

(vi) Trade Union Training (Para 169)

44. The rapid growth of science and technology makes

it necessary to provide adequate reirzining programmes for
crafismen who have already been employed in industry.
(Paras 170-171)
o 45. 'The supervisors in industry play an 1mportant role
in determining the performance of the whole organisation and
they have to deal with a variety of aspects ; technical, social
and human. The training of the supetvisors, therefors,
requires to be given sufficient importance. (Paras 172-174)
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46. A large number of institutions are today engaged
in education and training in the field of science and techno-
Jogy, management and industrial engineering. These institu-
tions are making valvable contribution to productivity by
supplying industry with persopnel of the required training a.nd_
competence and also raising the performance of the per-
sonnel already in employment by offering them opportunities
for training in their respective specialities. (Paras 175-180)

47, To enable trade unionists to understand the prob-
lems of productivity and the techniques used, to overcome
their misgivings regarding the consequences of rising produc-
tivity and - 1o epable them to play a posiiive role
in the productivity campaign, facilities to give them
training in productivity need to be expanded. All the agen-
-cies presently engaged in trade union education work should
give due impoertance to productivity in their courses. The
«Central Trade Union Organisations have a special responsi-
bility in this respect. (Paras 181-186)

VIO. USE OF PRODUCTIVITY TECHNIQUES IN
INDUSTRIES IN INDIA ;

48. From replies received from about 37 well established
-companies with relatively sophisticated management to a
«uestionnaire issued by the NPC for the purpose of a survey,
the following conclusions about .the use of productivity

techniques in industries in India can be drawn : (Paras
187-190) .

) In_clustrial engineering ftechniques are used over a
wide area of operations, but not much in depth.

(ii) The personnel entrusted. with .the application of
productivity techniques is not always adequately
trained therein.

(ili) Work-measurement is primarily applied to produc-
tion jobs and not much to other kinds of jobs.
Time study is the most widely used method for this
purpose. ‘

(iv) The proposals evolved by work-study are often not
implemented, resistance by middle management
being the most common cause thereof. Non-
cooperation by ‘labour or indifference of top
management are not serious obstacles in implemen-
tation. .

. (v} Among the responding companies the use of incen-

" tive schemes is common on production jobs but
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infrequent on other kinds of jobs. Increases of
30-50 per cent in output and 25-45 per cent in
earnings have been generally achieved.. Starting.
point of incentive earnings is usually between 40-60

o per cent performance. .

~ (vi) The frequency of information to workers on their
incentive performance generally ranges from daily to-
monthly.

(vii) Use of other techniques like Job Evaluation, PERT,.
Operations Research, etc. is not very common even
in this relatively sophisticated sample. (Paras:
191-200)

IX. PRODUCTIVITY AND TECHNOLOGY

49. While technology in the long run opens up the
gates to virtually limitless productivity, the adoption of
any particular level of technology in a given situation
has to take into account a number of factors : economic,
social and human. (Paras 201-202) . .

50. The displacement of labour by advamcing techno-
logy is a problem . which calls for effective: action in the
following ways : - o ‘

(i) Sufficient advance planning of the change and full

advance consultation with all groups that are likely

" to be affected by change ; -

(ii} phasing the introduction of the change so that the
displacement of labour can be balanced either with
the overall growth of the industry or with other
factors like natural wastage, ‘retraining for employ-
ment in other industries, and so on ;

(iii) reduction in the hours of work ;' "~

. (iv} adequate facilities for training in the new skills and

) operating techniques for the changed technology »

(¥)._ extengive .measures of social security so that the
unavoidable redundancy of labour will not cause

.- excessive hardship to the workers concerned :

Avi) high purchasing power in the community as a whole.

- (Paras 203-204) .

51. . Adoption of higher technology is not a substitute for
~the use of proper productivity techniques to- ensure the best
possible use of existing resources. (Para 205)

.. X HUMAN FACTORS IN PRODUCTIVITY.

52, Factors which hamper productivity of workers are.*
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(1) Poor standards of nutrition (Para 210)

(ii} Poor living conditions (Para 211)

(iii) The traditional management assumptions that work-
ers are naturally lazy, irrespomsible and incapable
of making any positive contributions to their jobs.
These assumptions inhibit any positive response
from workers and trade unions' to productivity
efforts. (Para 212-214)

(iv) (a) Unsatisfactory industrial relations which make
it extremely difficult to introduce productivity
techniques smoothly and successfully. To pro-
mote sound industrial relations the employers
cnd workers should build op the proper
attitudes and .traditions of resolving their
differ:nces on a bipartite * basis. - This requires
w certrin degree of mutual recognition:| between
both the sides.

(b} 1he present administrative machinery for dealmg

with industrial disputes is not adequatefy equip-

. ped to handle problems -of -technical nature

which are involved in the field of productivity-

This- makes . it - all. the more important that

employers keen on productivity should purpose-

fully seek sound bipartite relations with the
organisations of their employees.

~ (¢) The question.  needs to be. careful]y examined

.. whether the present industrial relations law
and machinery, inhibit the- growth of sound
bipartite relations between labour and manage-
ment. (Paras215-218) = .. ., _

{), (a) Trade unions must evolve some satlsfactory

‘ methods for resolving, at Ieast at the unit level,
the problem of their mutual rivalry since such
rivalry does much harm to —productivity.
(Para 219) :

(b} Trade unions must also develop within them-
selves the necessary specialised knowledge and
expertise in productivity techniques both for
protecting the interests of their members and
for playing a positive role in productmty
(Para 220)

53, The decision of the 15th session of the Indian
Labour Conference on rationalisation which sought to allay
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the fears and apprehensions of workers regarding loss of
<employment and excessive workloads, has not proved effective
in actual practice.  (Paras 221-223) - .

54. ‘Special attention must be paid to the motivation
of workers since that is the decisive positive factor in raising
‘their productivity, Human factors like workers’ individual,
social and psychological needs are important in thejr motiva-
tion. (Paras 224-226) Co :

55. Workers can imake & positive contribution to
productivity if their active cooperation is sought and eplisted
tor *+~ murnose through appropriate institutiona] framework
like joint productivity comuili~r and through suggestion
systems, etc. (Paras 227-232)

56. Attitudes and skills of supervisors have much
influence on the attitudes and performance of workers under
yiem. Proper training of supervisors is, therefore, important.
(Para 231)

XI. THE ROLE OF GOVERNMENT

57. The Government must pursue policies which will
<ontribute to the growth of a social, political and ecopomic
<climate in the country conducive to the rapid and continuing
growth of production and productivity and equitable distri-
bution of the same. (Para 233-234)

58. The objective of increasing productivity must be
Taised to the level of 2 high national purpose and the regula-
tion of industrial relations as well as policies in other related
fields should be oricnted towards this objective. Especially,
it must be ensured that the workers get their due share in
the benefits of rising productivity and their statws in the
social and political set up in the country is paid due atten-
tion to, (Paras 235-236) .

59. The Government must take purposeful steps to

improve the nutritional _standards. and living conditions of
workers so as to raise their, productivity. (Para 237)
" 60. The industrial relations legislation and administra-
tion in the country should be s conceived as to promote
sound collective bargaining even &t the risk of some possible
industrial conflicts- (szda 238) "

61. Speciali sed bodics working in the field of producti-
vity]il]ce tlﬁ:pNPC, the LPCs, the training institutes in pro-
ductivity etc. should be provided the means to extend their
activities at the shop-floor level. (Para 239)

62. Rescarch in all aspects of productivity needs to
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“be proifideX e SIMipEd on the widest possible scale so-
that approaches and methods best suited to Indian -conditions.
can be developed and. made available to mdustry :The
public sector should play a particularly active role in this.
respect... (Para 240). -

63. The Government should prowde specla.hsed techm-
cally competent, independent and impartial agencies to assist
employers and trade unions in handling productivity problem.
‘and resolving disputes arising therefrom. (Para 241) .



