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A Wilhhlam Kevnoigs

WHAT CAN WE DOABOU 1

PRODUCILIVILIYY!

A Management View

To - most - Americans, the question. of

concerned that productivity is a critical

business and - industrial productivity may

problem in the US On this proposition at

seem somewhat remote and abstract et

least, there is a broad consensus

this country’s declining rate of produchvity

It is clear that the rate of growth of

underlies most of the economic problems

productivity in the United otates has been

that we are struggling with today. It is well

declining and continges o 4o 0. During

worth evervone's time to look at the

the 50% and 60's, the output per hour

problem and to consiaer wnat can be aone

worked — the traditional statistical

about it. My particular approach is from the

measure of productivity — fluctuated

perspective of management, since that is

around an average annual increase of oo,

where my experience hes and where 1

During the early 1970's, this rate dropped to

believe many of the solutions may be found.

1.5%. I 1978, it was only 4%, For the full

s a complex, ditficult subject. A greal

yvear /Y, U.oo produchivity geclined adboul

deal has been written and spoken about it

2%. The decline continues in 1980, as

Reams of statistics are available. Econo-

productivity fell at a 3.1% annual rate in

mists, business leaders, government and

the secOna quarter.

labor leaders, all offer conflicting ideas and

The statistics do pot yvet indicate that the

approaches, It is hard 1o define produc

overall productivity in other countries is

tivity, hard to identity with some assurance

higher than in the U5, but the trend is cer-

the steps that can be taken to improve

tainlvinothat direction. Ower the past

pn.x\;uu{; iy levels, Because it's hard to

decade, productivity in the U.b, private sec-

define, productivity is hard to measure, and

tor improved only %, the same gain that

Great Britain achieved. American business-

Lwould submit as a general principle that

anvthing we cannot measure, we cannot

men are given to clucking over the decline

1
et
CONITo:

of England and lamenting the wasle caused

But on the other hand, I am convinced

by labor/management warfare in that coun-

that we must try to overcome the com-

trv. but we share precisely the same rate of

plexity and difficulty because T am deeply

productivity gain — 27% in a decade

A, William Reynolds, Executive Vice President of TRW

e is o native of Columbus, Ohito. who now lives i Gotes

Mills. He holds an A.B. degree from Harvard and an MB.A

from Stamford Umiversity. He 8 also a divector of Society

Nationa! Bank and on the board of directors of the

Auntomotive Information Council. The present arhicie was

originally presented as g talk to sgles and marketing

executives at the James | Nance College of Business Ad-

ministration at Cleveland State University







60 A WILLIAM REYNOLDS

business and on our productivity will be.

is at fault. My personal impression is that

the voung peopie entering ithe Ameran

What we are lacking, 1 think, is wide ap-

work force are bright, well-educated, with

plication of those internal systems we have

strong ambition and a particular guest for

already conceived and developed

relevance that is perfect for the business

Let me list some of the shortcomings that

and andustrial community. Today, about

I frequently see in the way we manage our

32% of the young people will graduate from

businesses:

college. Thus there is a continuous entry

® Manapers do nol understand in a

into the work force of educated and

sophisticated  way the information

motivated talent that can enrich our society

systems of their business and they don't

and improve our productive efforts. Fdon't

recognize the complex inter-workings

think the quality of American young people

of those systems within the operation.

is the problem with Amterican productivity

Top managers often don't know what

I xnow  that worker motivation and

tacts control which decisions 1n the

discipline have been widely discussed as

operation

factors in productivity. But in my view,

# Business systems don't produce the

needed information in usable form.

worker motivation is 1argely a resuit of ef-

fective management and, therefore, Is co-

What information is produced is

determinate with productivity rather than

achieved inetficiently with duplication,

a root cause of it. In any case, my ex-

overlap, and error

perience indicates that changes in worker

® Many general managers have not ad-

motivalion are siow 1o develop, dithicult to

dressed  themselves to the routine

accomplish, and fairly modest in impact.

operations ol internal business systems

F'll certainly acknowledge that technolog-

and, therefore, routine day-to-day per-

formance has deteriorated

ical innovation has a role in productivily

growth, but it s important to put that role

1o be a lithie more specilic

in perspective with other aids or im-

o Manavers are not sufficiently sen-

pediments to improvement. In most U5, in-

itive to the critical importance of ac

curale, timely sales 10orecasts 1n

dustries the problem is not the technology

itselt, “but an inability to implement the

manufacturing detail. As a result, they

don’t anticipate well, are unresponsive

technology now available

And finally, there's no doubt that govern-

to customer needs, and miss changes of

strategic significance. Too often, sales

ment policy is important. Capital iormation

and invesiment have been the stated target

torecasting 15 a Kind ol Delphic process

of a generation of tax policy. Only recently

when it could be statistical and precise,

have politicians begun to acknowledge the

e Managers have insufficient dats to

make the routine but critical decision of

impact of these policies on produchtivity

i you believe thal our present legislature

what to produce, when, and how

s serious about productivity, I would sug

many

gest that vou watch which way the votes go

® Our systems give insuthcient at-

on the Capital Cost Recovery Act. This bill

tention  to  reducing purchase and

would greatly shorten depreciation lives

manufacturing lead times. As a resuilt

and would do more to shimulate investiment

our businesses lack flexibility and fail

to improve productivity than any federal

o achiueve high levels of service to the

action since the Second World War

custormer

But I think there is a more direct way to

# Some managers do not have a full

improve productivity, and that is to im-

appreciation of  non-linancial  per-

prove the quality of American manage-

formance standards and, as a con-

ment. The actual periormance of American

sequence,  they let them shp and

management in many, if not most, instances

deleriorate

is just too far short of what we realize is

A common symptom of all these short-

theoretically possible, In my view, we have

comings is that we make it difficult for our

gone a long way in developing sophisticat-

customers to buv and then plan their own

e mgh-permrmance systems that can

businesses by knowing when we will

produce aul the lacts and information we

deliver. Sales lost in this manner add up to

need (o make good decisions and o know

a bremendous cost, At the time a customer

what the impact of those decisions on our

decides to buy, we have aiready spent our
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the example of

TABLE 10

Cleveland area strengths:

R&D

SOCIO-ECONOMIC DISPARITIES BETWEEN

There is a danger in all that | have said

THE CITY OF CLEVELAND AND

that decision makers will focus on negative

CUYAHOGA COUNTY SUBURBS

data and excluce from consideration the

P Ty
wrirrriitiog This

area’s strengths and opp

problem  is made worse by the unusual PERCENT SHARE
disparities between Cleveland's central city
and its suburbs. It is all too easy to measure c‘f:; :::s
city problems and omit any mention of
sUpUrpan strengtns or to let the pcu;ai F‘_a':n gggswﬁt;n?ip;r;zd income 40 a7°
problems of the city overshadow  the
strengths of the region For example, it 18 Families with Reported Income
important to remember that the Cleveland Below the Poverty Level 80% 20%
metropolitan area still has the hlghest’ in Children of Poverty
come of any SM5A in the state of Ohio: Families 8% 47y
Total employment in the metropolitan area
has been rising steadily. Except during the Managers, Administrators, and
current recession. unemployment has con- Propristors Uk BUk
sistently been below the levels of many White Collar Workers 00 708
other old industrialized cilies and below the
state-wide average, The standard of Hving Biue Collar Workers 53% 47%
of mos workers conties o be MUY puses g 25 s o
Bor the longer term, the area’s strength w:‘.n Oid Not Grat}uate

: from High School 87% 439
research and development is especially im
portant. A study now under way by Dr. With 4 or More Years
Richard ‘Knight shows that Cleveland is of College 7% B3%

one of the leading centers of research and

Fatog

1 3
red

Taies

development in the L F

example, the area has almost twice the

SOURCE: U5, Bureau of the Census, Census

Tracts 1870 PHC {1)-45

scientists per capila as the nalional average

TABLE 11

LOCATIONS OF TEN LARGEST R&D PERFORMING FIRMS, BY SCSA " 1

% CHANGE
NO.OF LABS FROM 1965

RANK 1965 1977

1 CLEVELAND-AKRON-LORAIN 33 53 + 819,

4 Houston-Galveston 33 53 + 819

3 San Francisco-Oakland San Jose 45 B4 F 4729

4 Los Angeles-Long Beach Anaheim 78 108 + 28%

5 Detroit-Ann Arbor 40 52 G 30%

6 Chicago-Gary 67 81 4090

7 Philadelphia, Welmington Trenton 62 72 F16%

8 Bdoston-Lawrence-Lowel! 81 58 +14%

g Pittsburgh 30 31 ey
10 NY-Newark-lersey 161 147 oL

SOURCE: E. Malecki,

tocational Trends in R&D by Large U8 Corporations, 1885-1877.”

1T

Tuils

Economic Geography, Oclobe

- Btandard Consoclidated Statistical Area. For Cleveland this consists of Cuyahoga, Geauga

Lake, Lorain, Medina, Portage, and Summit Counties
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