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INTRODUCTION

These pages contain the “final reports” of seven
national computer conferences on productivity.

They represent the thinking of 175 senior-level leaders
from business, labor, academia, and government brought
together “electronically” by the American Productivity
Center from April to August, 1983. These leaders met
“on-line” for this four month period, using computer ter-
minals, telephone-satellite communication links, and a
computer conferencing system called the Electronic
Information Exchange System (EIES).

They exchanged information and ideas, discussed,
debated, and finally hammered out their recommen-
dations in seven areas involving productivity, quality, and
quality of work life:

Cooperation in the Workplace
Health Care

Information Workers/Measurement
Quality

Reward Systems

Technology

Training
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What you will read in the following pages are summaries
of the conference reports and recommendations. Several
of the seven conferences advocated a National Medal for
Productivity Achievement and a recommendation for this
award is also included. You will find the names of the
participants involved in these discussions, and the
“Sponsors” who helped with equipment and financial
resources to make these conferences possible.

The title says it is their “final report.”
It is, in one sense.

These participants distilled their 177,335 lines of commu-
nication into these reports so that they could be for-
warded as recommendations to the White House
Conference on Productivity, September 22-23, 1983.

It is definitely not final in another sense.

It is merely one stage in a process that began four months
ago and will have no ending until some of these recom-
mendations are improved, implemented, or abandoned.

As one participant said at the end:

“I am damn well not going to have spent all this time
just spitting into the wind. I intend, for one at least, to
DO something.... Anybody else game?”

It would be repetitious to repeat, preview or extensively
summarize the recommendations of all seven confer-
ences. These are best read and understood in the context
of each report.

However, there are threads, commonalities, strong
themes that do stand out, and what follows is my
electronic-eye’s version of these supra-threads.

There are ten.

Application

Over and over again, the conferences stressed the
importance of applying what we already know. Yes, they
agreed, we always need to increase knowledge and
technology—to do research, invent, and discover. But
where we have fallen down in recent years has been in
the implementation of research, theories, and technology
that we have created and espoused, but not applied.

Participative management, quality, robotics, and transis-
tor technology are but a few of the concepts and tech-
niques which Americans created. But others, particularly
the Japanese, took these and put them into practice and,
in many instances, improved them in the process. Conclu-
sion: If Americans fail to implement, then we will continue
to fall short, no matter how many funds we invest in
research, education, employee programs, quality, etc.

“What we lack,” said one participant in a high technology
firm “is not basic knowledge, but the determination, per-
sistence and ingenuity to use productively what we
already know.”

Human Factors

“Our greatest resource is our people. Treat them with
respect, challenge their intelligence, appeal to their innate
sense of quality—in short, encourage their full
participation—and productivity and quality will result. 'm
not spouting Behaviorial Science 101 either; I call it just
plain old common sense and good business sense.”

So commented one participant. But every single confer-
ence, without exception, stressed the same need for
attention to the people side of productivity, quality, and
quality of work life.

Not everyone agreed on which human factors were most
important or how such increased emphasis ought to be
manifested. But it was the single largest body of com-
ments, occupying as much as 25-30 percent of the total
volume of remarks. There was the usual amount of
blame-throwing, admissions of mistakes and neglect, and
many suggestions for others to change. But there was
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also a great amount of sincerity about the need to change
and the willingness to change.

At the same time, there was also fear and caution about
the rash of new empty “people programs” strong on rhet-
oric (“People are our strongest asset”), but often empty
on commitment, real involvement, and willingness to
change traditional attidues toward hierarchy, decision
making, and sharing of information and rewards.

“Now, it’s time to mobilize the treasure of human
resources for the challenge of productivity.” This was a
manufacturing executive speaking, not the Director of
Human Resources.

Education and Training

Readers might expect that the discussion about education
and training would occur mostly in the “Training” confer-
ence. Such discussions did take place there.

But the necessity for increased and improved education
and training in secondary schools, universities, firms, and
the military occurred consistently across all conferences.
It wasn’t only “more” education that participants recom-
mended. (Although they did say that.) They stressed that
changes are needed in content, method and point of
delivery, and teaching methodology. This, they added,
must be coupled with the need to “unlearn,” to adapt to a
different world with different skills and attitudes.

Such discussions often took place in the context of a need
for more attention to information worker productivity—
their training, involvement, and greater investments in
information technology. Others cautioned that while a
shift toward an information society was occurring, it need
not mean the end of so-called “smokestack America,”
“....but the end of poor management, low quality, poor
training, and non-involved employees.”

Management

Just as economists are now discovering that the economy
does not respond in traditional ways to many fiscal-
monetary policies of the past, managers in many Ameri-
can firms are also discovering that many of the
management systems, methods, and techniques of the
’50s and ’60s no longer work as well.

Many of the participants, managers themselves, made
these points in self-indicting comments, “We have met
the enemy and it is us.” They pointed out that what they
were talking about was not tinkering or fire-fighting
(“circling the wagons and stomping on ants”) or a return
to business as usual when the recession was over. Rather
it was a major change, and that very little real progress

could be made toward solving our productivity or quality
ills until managers were willing to make a change in the
methods, systems, attitudes, functions, and style of pre-
sent managerial behavior.

A fundamental shift.

They also cautioned against quick-fix programs often
poorly conceived, started for the wrong reasons, focused
on single dimensions, and with little real commitment or
intent to change. “Vigor is often faked in our company.
But it always shows.” But there were encouraging
reports of successful programs where real changes were
occurring and results were improving both the bottom
line and quality of work life.

Integration

Each report contains a variety of recommendations for
individual actions. But few participants felt that any one
particular action was the “answer.”

There must be a variety of actions and such actions must
be integrated, they stressed repeatedly. No single vari-
able or echo, but a network of interactions are needed to
integrate “functional interfaces” where specialization and
differentiation have blocked productivity and quality
improvements.

Such coherence and integration do not come easily, nor all
at once, they cautioned. It threatens the specialists’ turf,
challenges the way people have done things for years and
fights institutional traditions, whether in firms, unions,
government, or health care agencies. “But if we don’t
solve this one,” said one manager, “all the effort will
amount to nothing but a lot of sound and fury. We've split
the business in parts for years, and now we have to put it
back together again.”

Employment Security

One of the most interesting, and often heated, discus-
sions came around the subject of employment security.
Though unions have long been advocates of greater
employment security, rarely have American managers
been even willing to discuss the subject and certainly not
eager to initiate discussion of greater security “for fear
that the genie of lifetime employment would be let out of
the bottle.”

But such discussions did take place in the conferences.
And it was a subject that appeared in most of the confer-
ences, and often evoked the traditional fears of higher
fixed costs, reduced flexibility, freezing of inefficient
workers, an erosion of management prerogatives and
an invitation to employee complacency. In other words,
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as one said, “We will have greater security and lower
productivity.”

On the other side (and these were often managers) pro-
ponents of greater employment security pointed out the
advantages of lessened resistance to technological
change, greater flexibility of assignments, and lower costs
due to improved productivity and quality. They also
pointed out that some American firms have high employ-
ment security (Delta Air Lines and IBM) and high produc-
tivity, and that many large U.S. firms have high de facto
employment security, but are not getting the benefits
because of their lack of explicit support of it.

No consensus was reached. However, clearly this issue of
employment security is on the minds of the majority of
the participants as an issue that must be addressed and
some solutions found.

National Focus

“The consequences of declining competitiveness to our
national life style, welfare, and security have not been
articulated as a national problem with national visibility,”
said one participant, “and what is missing is a sense of
national commitment to regain our stature as a high pro-
ductivity nation in an international marketplace.”

This participant is not known as an “alarmist,” and was
joined by many other participants with similar statements.
Their theme was that while the nation had become more
“aware” of the problems, (1) they were still not
sufficiently aware, and (2) we needed to have a stronger
statement of the problem and call to action by leaders
from business, labor and government.

“I see no evidence yet that this nation is willing to make
the raising of productivity and quality national goals. If we
don’t make people understand that their personal well
being is directly related, we may just not get the job done
at all. We need a national focus—a crusade for productiv-
ity.”

Private Sector

At the same time that a “national focus” was being urged
by some, almost everyone felt that the battle for revival
of American productivity would not be won through gov-
ernment action: “The success or failure of this nation will
be determined in the executive suites, factory floors, and
union offices, by managers and workers in the private
sector. Or....it won't be determined at all.”

Another: “Once given a goal which quite clearly involves
both the national interest and the survival of industry or
enterprise, there is probably no more powerful engine for

change and accomplishment than the private sector of the
U.S. economy.”

These sentiments support the overall mission of the
seven computer conferences. The reports were primarily
written for delivery to the White House Preparatory Con-
ference on “Private Sector Initiatives” held in Pittsburgh
on August 2-4, 1983. Therefore, the audience of these
reports is primarily business executives, union leaders,
employees and academics.

But there are recommendations to government (including
recommendations that government improve its own pro-
ductivity!). Some warned against government action,
feeling that government’s role should be confined to that
of an information provider, catalyst, and facilitator. Others
argued that government was already involved—heavily—
and that its actions were uncoordinated (often con-
tradictory), and that we needed a more coherent
approach. The arguments did not go very deep into the
“industrial policy” debate, but stuck mostly to what the
private sector could and should do.

Labor-Management-Government

Regardless of attitudes toward what government, busi-
ness, or labor should do individually, a common theme
was that the adversarial actions among the groups now
dominated the relationship and were unproductive. “This
nation is shooting itself in the foot,” said one.

One of the participants pointed out that President Reagan
himself said in a January 9, 1981 Wall Street Journal edi-
torial that, “Today the United States stands virtually alone
among the industrialized nations in the adversary nature
of the relationship between its government and the
business-industrial sector.”

While many agreed that we need to work together in a
more cooperative and consensual way, the question that
stumped most was “How?” Repeatedly, people said we
“had to” find some national networks to facilitate cooper-
ation and build consensus. The private sector was urged
to search for some “platform” or some “institutional
mechanism” to involve all parties.

Several solutions were proposed, but none gathered suf-
ficient support to make substantive recommendations.
“But what is critical” pointed out one person, “is not the
form, but that somehow we get needless controversy
behind us as quickly as possible and proceed toward coop-
erativeness that a changing world and economy make
absolutely imperative.”
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Action

“I don’t know if Kondratieff, Jay Forrestor, Herman Kahn
or Dr. Pangloss are right. But I do know that SOME-
THING has to change. We've got to DO something, or
we're all dead!”

Fear was expressed in most of the conferences that “the
results of this conference will end up in the dusty archives
of the government and will have little influence on either
public policy or private sector action.”

One even suggested (seriously) that what we may need
to do is to contrive a crisis to galvanize action, “if we can
think of a scenario that might be creditable!” There was,
indeed, a common feeling that what this nation faces is
surely a crisis “that will not go away no matter how much
we try to ignore it or dismiss it as some temporary hic-
cup.”

Repeatedly, there was a call for action, for rhetoric, and a
fear that no matter how well it was written or delivered

that it would amount to shouting “fire” in an empty the-
ater.

But even the strongest skeptic of whether this nation has
the will to “get it together” felt that one of the greatest
values of the conference might not be in the Report itself,
but in the “process” generated by the conferencing
among the 175 leaders who could do something—who
could act. “I think we should consider each other to be
the primary audience for the substance of our dis-
cussions, and the White House Conference then serves
mainly as the recipient of our published report. The action
happens out here.”

Another responded, “I'm not worried that our recommen-
dations will work. They will. But I am worried about
whether we have the will to make them work.”

[ agree.

Real, long-lasting progress will come, if it comes, from
the daily attempt to do things differently and better in the
private sector. It comes from managers, unions, and
employees taking risks, making changes, working
together, assuming personal responsibility for their acts,
and then doing better tomorrow than yesterday.

None of the causes of the slowdown are so deep or
intractable that we cannot overcome them. But all are so
deep seated that improvement will come slowly. And only
with persistence, attention to detail, and a willingness to
change. “If we don’t change,” said one partipicant,

“American power will float like a bee and sting like a but- ‘
terfly.”

Summary

I sat at the crossroads of these conferences, and the elec-
tronic traffic scrolling by my screen was an incredible win-
dow on the American state of thinking about productivity,
quality, and quality of work life.

Never has there been such an extended dialogue in such a
frank and open manner by practical leaders on these sub-
jects. It was a unique and historic conference. These
were no isolated academics engaged in theoretical
debates, no public officials posed for political posturing,

no special interests pleading their causes. They were a
sincere, open cross-section of American leaders, speak-
ing their minds (often from their own homes late at night
and on the weekends) from a variety of perspectives and
talking freely about their views, fears, and hopes.

There was deep concern.

A participant, not known to be given to purple prose,
expressed his concern one Sunday evening:

“There is some feeling that this problem we face is tem-
porary. That it will go away with the recovery, or that we
merely have to find the right combination of magic incan-
tations or techniques.

“I am convinced it is far more serious. It will be of much
longer duration than we presently think, and the Ameri-
can public will have to give up its dreams of the automatic
promised land forever.

“There is no question in my mind that the forces loose in
the world today will inexorably force us to face the prob-
lem of producing competitively or sinking from the scene
as did Greece and Rome.”

There were also hope and encouraging examples of
changes underway. Successful programs. Case studies.
Anecdotes. Changed attitudes. Excitement again in plants
and offices that were dying.

I, too, am encouraged. I do see progress. I believe what
we are doing is necessary, but not yet sufficient. We need
to do more—and better. As Will Rogers said, “Even if
you are on the right track, vou'll get run over if you just
sit there.”
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We need the determination of a Rocky, the winning dedi-
cation of a Vince Lombardi, the conviction of a Winston
Churchill. We need the optimism of Herman Kahn, the
humanity of a Ghandi. We need to be lean, hungry, quick,
dedicated to “excellence,” oriented toward inventive
action—not meaner than a junk yard dog, but smarter
than a barnyard cat.

“Nothing great in this world,” said Hegel, “is accom-
plished without passion.”

We are in an economic race for our lives.

This Report says that we have a good chance to stay No.
1. But....policies do not change reality. Response does.

Decisions do not change reality. Execution does.

Read the reports.

And act.

ol L)L

C. Jackson Grayson, Jr.
Chairman

American Productivity Center
September 1, 1983
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GATHERING THE BEST

The initial impetus for these reports was the
annoucement late in 1982 that a preparatory conference
on “Private Sector Intitiatives” would be held in advance
of the White House Conference on Productivity.

It fell to the American Productivity Center’s chairman and
president Jack Grayson to chair that pre-conference and
to help gather the best thinking of leaders from business,
labor, and academia about what the private sector was
doing and could recommend to improve the nation’s pro-
ductivity.

The best people were busy people, with limited time to
do anything much less to read, write, and exchange
thoughts.

Typically, such groups try to work together by face-to-
face meetings, mail, and telephone calls. These commu-
nication processes, while effective for certain purposes,
labor under the constraints and frustrations of partici-
pants’ crowded calendars and travel schedules. Real
interaction is hurried and limited.

Computer Conferencing

Computer conferencing, while not the complete answer
to overcoming these constraints, seemed to be a solution
that could actually add some features to the group pro-
cesses that other media lack. (A relatively new approach,
computer conferencing is not to be confused with video or
audio conferencing. )

The computer conferencing network put together by the
Center to gather comment for the Preparatory Confer-

ence used computer terminals, a communication system,
and a conferencing system called Electronic Information

Exchange System (EIES). Every participant had a com-
puter terminal —in his or her home or office—connected
by phone lines and satellite links to a central computer
that organized and stored all of the communications.

The Process

Participants read communications on a video screen
and/or received them in hard copy on a printer. Confer-
encing progressed asynchronously—that is, participants
did not have to be on-line at the same time in order to
communicate. The complete records of all commu-
nications remained constantly available in the central com-
puter housed at the New Jersey Institute of Technology.
The conferencing system software facilitated a full range
of processes—discussion, searching, storing, editing, ref-
erencing, document writing, and surveying.

Initial meetings were held at the Center in April for par-
ticipants to plan agendas and become familiar with the
computers and conferencing system. About 175 participa-
nts, divided among seven networks, set about the task of
developing recommendations for the White House Prepa-
ratory Conference on Private Sector Initiatives.

Participants in each network exchanged views and
experience-based advice on one of the following produc-
tivity topics:

+ Cooperation in the Workplace

* Health Care

* Information Workers/Measurement
* Quality

* Reward Systems

» Technology

¢ Training

Each conference had a “moderator” whose role it was to
guide the discussions through the agenda, stimulate com-
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ments, summarize discussions and eventually compile
the recommendations and report for the White House
Preparatory Conference.

What follows 1s a summary of the reports presented dur-
ing the Private Sector Initiatives Conference held August
2-4, 1983, and now prepared in final form for the White
House Conference on Productivity, September 23-24.

Full copies of the report are available upon request by
contacting the Computer Networks Department at the
Center.

Sponsors

These conferences would not have been possible without
direct and indirect support of many individuals and organi-
zations.

Some of the computer and peripheral equipment used in
the conferences was purchased. But the majority was
either loaned or donated:

* Apple-lle Apple Computer, Inc.

*Hewlett-Packard 120 ~ Hewlett-Packard Company

* Hayes Smartmodem Hayes Microcomputer
Products, Inc.

«Silent 700 Texas Instruments, Inc.

* Telecomputing system  iXO Corporation

GTE Telenet, Inc., donated Telenet time toward the
communication costs.

The conferences used the computer conferencing system
called EIES, a part of the Center for Information Age

Technology, located at the New Jersey Institute of Tech-
nology (NJIT). NJIT donated half its normal fee to the
project.

A computer software system for indexing, searching,
retrieving, and analyzing information was donated by
NDX Corporation, and computer time to run this system
was donated by Infonet Group of Computer Sciences Cor-
poration.

The National Science Foundation (NSF) sponsored a plan-
ning grant during the conference process.

We would also like to give special recognition to William
Werther, Professor of Management, Arizona State Uni-
versity, who served as “Moderator of Moderators.”

In addition, special thanks go to the staff of the APC, as
well as Dan Carter, Elaine Kerr, and Guru Sangat Khalsa.
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COOPERATION IN THE WORKPLACE
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Beginning in late April 1983, and brought to a halt four
months later by publishing deadlines, 32 people from a
wide variety of occupations and backgrounds have
spawned via the computer this report on Cooperation in
the Workplace.

We were 13 people from the business community, three
from organized labor, two government officials, four from
academia, seven foundation officials or private consul-
tants, one congressman, and two former secretaries of
labor.

It was a group that without the computer would never
have been brought together over such a period, to
engage in such an in-depth dialogue.

The conclusions reached represent, at best, a consensus
with many footnotes. Time prevented the reaching of
other conclusions which might have shed light on addi-
tional worthwhile approaches to increasing our nation’s
productivity.

There was unanimous agreement, however, that achiev-
ing competitiveness in domestic and world markets was
of utmost importance to the welfare of every American
and that increasing our productivity represented an
important ingredient necessary to reaching this goal. We
also agreed that the most important source of untapped
productivity gain lay in the more effective utilization of
our human resources. “Cooperation in the Workplace”
was the term we used to describe the change in corporate
governance and union and government leadership we
believe is required to regain America’s once pre-eminent
economic position.

The Computer Conference on Cooperation in the Work-
place has resulted in four recommendations—two to the
private sector, and two to the federal government. These
recommendations have been constructed to serve as a set
of guiding principles as workers, their unions, manage-
ments, and the various departments of government strive
to understand better their roles in restoring America’s
pre-eminence in advances in productivity and the
resultant international competitiveness in world markets.
Central throughout the discussions was the appreciation
of the correlation between worker involvement,
labor/management cooperation, and organizational effec-
tiveness in achieving productivity advances.

Recommendations:

1. Management should move toward a less authoritarian
and more interactive style of corporate governance at
all levels of their organizations.

It is difficult to envision meaningful cooperation in the
workplace with its concomitant productivity gains without
a shift from the traditional style of managing organizations
to a style giving greater emphasis to employee
involvement and participation. Employee involvement
enables employees at all levels of an organization to use
their knowledge, skills, and abilities more effectively in
their work. The extension of authority and responsibility
to lower organizational levels in the judgment of this con-
ference is a more appropriate style of corporate gover-
nance for both the nature of the work to be done and the
nature of the American work force in the decades ahead.
An interactive management style creates an atmosphere
in which employee commitment can be enhanced, mean-
ingful contributions toward resolving productivity prob-
lems can be made, and the satisfaction of legitimate needs
of both employer and employee can become common
objectives.

Opinion was divided as to whether extension of authority
and responsibility would change the “power relationship”
within an organization. While some argued that the
“power relationship” would indeed be altered, those
taking this position maintained that such redistribution of
authority would work toward increasing organizational
effectiveness. The predominant view, however, was that
the greater involvment of employees throughout an orga-
nization in decisions affecting the cost and quality of their
work product would not only increase organizational
effectiveness, but would enhance the status of the manag-
ers choosing this method of governance.

2. Leaders of America’s organized workers should accept
a greater responsibility for the competitiveness of the
organizations in which their members work, thus
enhancing their members’ long-term interests, includ-
ing job security and share of national wealth.

The conference was in agreement that it is in the interest
both of industry and of organized labor in a highly com-
petitive world trading system that unions accept an
important role in increasing the competitiveness of the
enterprises with which their members are associated.
While “dividing the pie” is still a major responsibility of
organized labor, increasing its size must rank as an equal
objective. Through constructive bargaining and leadership
in the workplace, union representatives can significantly
and positively impact cooperative efforts directed toward
reducing costs and improving quality. This may require
some short-term sacrifices in exchange for longer-term
benefits.

Many participants expressed the conviction that a union
could only cooperate with management in increasing com-
petitiveness if management in turn recognized the union’s
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right to exist as an institution in a free society and to
bargain responsibly with them to achieve the legitimate
needs of both institutions.

3. The federal government in a free society cannot com-
pel cooperation between the worker and management,
but should play a role in the creation of a climate in
which this cooperation may flourish.

There is a legitimate public interest in reducing labor
strife and encouraging productivity improvement. There-
fore, government should offer such technical assistance
and information as would promote cooperative endeavors
and encourage the optimum use of human resources.
Appropriate governmental activities would include cre-
ation of a clearinghouse for information, conducting and
supporting research, sponsoring regional and industrial
conferences, and preparing educational and training mate-
rials on cooperative efforts.

4. Although the means of achieving long-term worker
security rests primarily with workers, their represen-
tatives and management, government has a clear
responsibility to moderate the human impact of the
competitive process.

In order to proceed vigorously to achieve the productivity
required by competitive forces, we must be cognizant of
the threat of job loss associated with new technologies
and/or organizational change. A comprehensive program
will be needed to assure employment security. This does
not mean protecting the job a worker currently holds, but
it does mean providing a worker reasonable opportunities
to qualify for and obtain other employment.

Management should consider employment security an
important corporate goal. A management commitment to
employment security would include utilization of redun-
dant personnel in other areas of the company where pos-
sible, adequate advance notice to workers of impending
product and technological changes adversely affecting
employment, and providing retraining and job search
assistance for permanently separate individuals.

The government must accept a responsibility for provid-
ing assistance to the displaced worker. Initiatives sug-
gested by the Conference ranged from the examination of
new legislation providing broader services to the dis-
placed worker to the adoption of new policies to encour-
age investment in human assets.




“A new understanding must be developed in which the

employee is entitled to expect challenges from the job, infor-

mation and support from the employer, and the employer
could expect initiative and commitment from the employ-

””

ees.
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Conference Summary

HEALTH CARE
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Productivity has become a major issue in the American
economy. A part of this broad concern has been the per-
formance of the nation’s health care system, a vast and
growing enterprise that now consumes more than 10 per-
cent of the Gross National Product (GNP). Reflecting this
broad concern, the American Productivity Center (APC)
convened a computer conference in April 1983 to identify
areas of potential productivity improvements in the
health care industry. Significantly, of the computer con-
ferences convened by the APC, the health sphere was
the only economic sector singled out for exclusive exam-
ination. Such treatment reflects the soaring growth of

~ health care, as well as the difficult productivity issues it
faces now and in the future.

The health care industry is coming under closer public
and private scrutiny for one overriding reason: it increas-
ingly consumes a larger share of the GNP. During the
recent recession, while most other sectors were
declining, the health care industry demonstrated its
capacity to grow in tough times, at a rate that matched its
prosperity in earlier periods. For example, while the
prices for all goods and services grew at four percent
during 1982, medical care prices increased at 12 percent.
During this same period, there were no generally discern-
ible improvements in the health system’s productivity.

Generally speaking, productivity is defined as creating a
higher quantity or quality of results (outputs) with propor-
tionately fewer resources (inputs). Defining productivity
in health care, though, becomes difficult because the ulti-
mate product, good health, is so elusive. The computer
conference wrestled early and often with a definition of
productivity in health care before most participants
agreed to accept the generally accepted definition.

The health care computer conference convened with a
recognition among participants that, because of the way
medical care is paid for in the United States, little atten-
tion has been given to worrying about the system’s pro-
ductivity. Added to this fact, and complicating the search
for ways to fashion a more productive system, must be a
recognition that medical services are highly prized in
American society and the average consumer gives up only
with hesitation the traditional ways that care is delivered
in the United States.

Payment for care today is largely shaped by a third-party
reimbursement system. Third-party payors insure about
90 percent of the care delivered in American hospitals;
thus patients and providers of care have not been unduly
concerned about the size of the bill. Physicans as well
have been largely oblivious to productivity concerns
because hospitals have generally been able to supply any
technology or support service they have requested. Sel-
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dom are physicians informed through information feed-
back mechanisms of the resources required to implement
new technologies or support services, or what alterna-
tives may be available.

It seems that economic spheres, be their products medi-
cal care, automobile or electric kitchen ranges, are proba-
bly no more productive than they have to be to live within
the market constraints they face. For organizations, pros-
perous times (that is when revenues exceed expenses by
a significant amount) tend to breed productivity losses;
hard times (when revenues come close to matching
expenses) tend to force economizing behavior, which
ultimately results in productivity gains. As long as we
have a health care system that does not face serious con-
straints, budgetary in particular, society should not expect
high levels of productivity. Health care is certainly not
unique in this regard. Any economic sphere that operates
without significant restraints tends to be less, rather than
more, productive. Another way to think about medical
care is to recognize that the patient’s fee is the provider’s
income. So to the extent that productivity gains threaten
these revenues, they will be unwelcome among health
care providers.

The APC’s computer conference on health care and pro-
ductivity concluded that economic incentives, structured
in a fashion so as to make providers of care largely insen-
sitive to its cost, are the root of the health system’s pro-
ductivity problems. Flowing from that overriding
conclusion were a number of recommendations on
changes the private and public sectors could make that
would address the issue of productivity in the health
sphere. Conferees recognized that change is never very
easy, particularly when it involves the livelihood of well-
trained and well-respected professionals, the future of
hospitals, and the configuration of a massive enterprise—
the health delivery system.

Recommendations:

1. Retrospective, cost-based reimbursement for hos-
pitals should be phased out and replaced with pro-
spective payment schemes that place institutions
at some financial risk and would also reward these
same institutions for cost-reducing behavior. The
need for this basic change in the way hospitals are
paid applies equally to private insurers and the gov-
ernment. A variety of approaches should be exper-
imented with, including prospective budgets,
prospective rates, capitation arrangements, and
voluntary caps. Ongoing evaluation should track
the performance of the various approaches.
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2. Physician payment methods should be examined
with a view toward designing payment approaches
that place physicians at economic risk for their
medical decision-making. Gains in productivity and
efficiency that accrue as a result should be
rewarded in the process.

3. Consumers should be sensitized to the high cost of
medical care, particularly hospitalization, through
cost-sharing arrangements that require patients to
pay a percentage of the cost of care. Consumers
also should be encouraged, through private and
public plans, to join alternative delivery systems
that have demonstrated productivity gains through
provider payment arrangements that encourage
cost-consciousness on the part of physicians, such
as health maintenance organizations and preferred
provider organizations.

4. The private sector and government should thor-
oughly examine the need for creating an organiza-
tion that would be charged with assessing the
safety and efficacy of medical technologies, with an
eye toward promoting those technologies that
demonstrate cost-efficiency and productivity
improvements.

5. Medical technology manufacturers should place a
greater emphasis on documenting productivity
gains that result through the use of new and exist-
ing products. Private insurers should encourage
this process by requiring that technology pro-
ducers document the value of their products and
hospitals confirm this productivity before insurers
pay for care rendered with the assistance of these
products.

6. The development of publicly accessible data bases
which will make the population-based analysis of
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10.

the rates of consumption of medical care by geo-
graphic areas possible should be encouraged. More
extensive study of why these rates of consumption
vary so greatly also should be undertaken by pri-
vate purchasers of care and the government. Such
information will make productivity improvements in
health care possible by providing third-party pay-
ors a new and potentially powerful tool to better
manage the provision of services to their bene-
ficiaries.

Hospitals and physicians, with the active participa-
tion of private employers and federal and state
governments, should develop better measures to
insure that delivered medical care is appropriate.
Through such measurements, an important con-
tribution to improved productivity could be made
by reducing unnecessary hospitalization and ancil-
lary procedures and shifting the site of care to less
expensive modalities, where appropriate.

Congress should enact legislation that places limits
on the tax-free nature of employer contributions to
health insurance. Such limits would make employ-
ers and employees more sensitive to the cost of
medical care and thus would improve the system’s
overall productivity.

The private sector, working with government,
should develop specific programs for health care
professionals which emphasize concerns about the
cost and productivity of medical care. Medical and
other health professional schools should certainly
be involved in this exercise.

Serious study should be given to creating a private
sector organization that could serve as a clear-
inghouse for information on health care and pro-
ductivity.




“The root problem facing the health care industry is a rela-
tive absence of economic imcentives that encourage health
decision-makers to be move cost-conscious. There are steps
that could be taken by the private sector and government to
refashion these incentives in ways that would enhance pro-
ductivity, encourage innovation, reward leadership, and
mammtain a high standard of medical care.”
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INFORMATION WORKERS
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This report summarizes work done in the conference on
“Information Worker Productivity and Productivity Mea-
surement,” in preparation for the White House Confer-
ence on Productivity to be held in Washington, D.C. on
September 22-23, 1983. The computer conference was
comprised of 34 specialists drawn from business, govern-
ment, and academic organizations. The conference was
initiated with a meeting in Houston in April, 1983. This
summary is based on the views of conference participants
as presented during a computer conference which
included an exchange of 300 conference comments and an
innumerable amount of private messages among confer-
ence participants. This summary also reflects presenta-
tions at a recent meeting in Pittsburgh and takes into
account discussions between speakers and audience
members.

Even though “productivity” is increasingly identified as
the key missing ingredient in speeches, newspaper arti-
cles, books, and discussions about the future of our econ-
omy, it remains a highly elusive concept at the level of an
individual firm. Business enterprises do not report what
their actual productivity results for the entire organization
have been. If “productivity” of a business is reported at
all, it is always defined in partial terms. It was impossible
to find a single textbook on business economics or on
financial reporting that would instruct how to implement
productivity measurements or productivity budgeting so
as to make “productivity” one of the key performance
indicators for a business. Yet, productivity of the entire
economy is really the result of productivity achievements
by individual firms.

This conference has therefore concentrated its attention
on the subject of productivity measurement, at the busi-
ness level, as the key requirement for making further
progress in bringing about a “productivity” orientation in
everyday management concerns by the private sector.

The second concern of this Conference dealt with the
increasingly dominant effects of “information workers” on
the economic performance of businesses. “Information
workers” are almost totally concentrated in the
“overhead” accounts of businesses and are thus removed
many layers from clearly identifiable measures of output.
They may also account for as much as 70 percent of all
salaries and wages paid in the U.S. economy. The infor-
mation worker’s contribution to the productivity of enter-
prises becomes the key determinant of economic
performance and of competitive viability in an age when
management know-how and technological capability are
the basis of excellence in obtaining results from any oper-
ation. Lurking in the background is also the prospect that
projected massive investments in information technology
to support information worker productivity may indeed be
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misused in the absence of a good understanding of how to
evaluate information worker productivity results.

Thus, the purpose of the conference was to develop a set
of recommendations for private sector action guidelines
as well as for government action which would further one
or both of the following goals:

» Improve awareness and understanding of factors
affecting the productivity of information workers in
the United States economy.

* Develop useful methods of measuring the productivity
of information workers.

The recommendations are listed below. Following a
period of review and amendment by the recipients of this
document, these recommendations will form the basis of
the presentations to be made to the White House Confer-
ence on Productivity in September.

Recommendations:

1. Business and government should consistently use
reported productivity results, at the business enter-
prise level, as a means for: guiding further productiv-
ity improvement efforts; justifying wage and salary
increases; granting tax incentives and receiving gov-
ernment support; awarding bonuses and incentive
payments. Reporting of actual productivity results
should be included in regularly published financial and
operational reports and should be an integral part of
the goal setting and budgeting process for any busi-
ness.

2. The ratio of “labor value added” divided by labor costs
should be used as a measure of labor productivity, at
the business unit level.

3. The adjusted ratio of “labor value added” (after sub-
tracting operations labor costs) divided by information
worker costs should be used as the measure of infor-
mation worker productivity, at the business level of
analysis.

4. Below the business unit level, diagnostic productivity
measurements should be developed which are specific
to the individual operational situations, but which sum
up the productivity results computed for the entire
business unit.

5. Organizations should install standard productivity
reporting methods integrated with generally accepted
financial reporting practices.
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. Services provided by information workers should be
subject to external market pricing and to competitive
options for determining the amounts of resources
used.

. In the absence of market-driven options, information
workers should be subject to an internal marketplace
for simulating a competitive environment. The flexible
allocation of resources should be regulated by means
of competitively priced payments for services and by
means of competitive benchmarking of the quality of
the service.

. Productivity measures based on financial information
should be supplemented by a systematic collection of
subjective ratings from the recipients of the informa-
tion worker’s services.

. Establish “information workers” as an occcupational
category designated by the classifications of the
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10.

11,

12,

Bureau of Labor Statistics. Set up a GNP reporting
scheme in which information products and information
services are separately classified for the purpose of
input/output analysis.

Identify the characteristics which can be found in
highly productive information worker organizations
and reach consensus as to the applicability of these
characteristics in delivering improved productivity
results.

Reduce the emphasis on case by case justification of
isolated information technology purchases. Instead,
examine the overall effects of investments on busi-
ness unit productivity and on the quality of services.

Establish a federally-funded agency for promoting the
goals of productivity-oriented performance and for
developing practices that would yield improved pro-
ductivity indicators, including methods for measuring
the productivity of information workers.



“This Conference grappled with the fundamental issues of
how to identify the contributions of “information workers’ to
the delivery of productivity accomplishments within a spe-
cific business organization.”
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Conference Summary

QUALITY
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The standard of living in the United States is determined
by the productivity of its economic system. Organizations
in both the private and public sectors consume resources
to produce and distribute products and services in
response to market mechanisms and social pressures.

Too often when productivity is discussed, attention is
focused on the quantity of the products and services pro-
duced and consumed with little attention paid to the qual-
ity of the outputs. But any discussion of productivity
cannot ignore the importance of output quality. Essen-
tially, quantity without quality is meaningless.

" The purpose of this computer conference is to focus on
the quality aspect of productivity. Particular attention has
been placed on private sector initiatives because, ulti-
mately, it is the private sector organizations that must
accept responsibility and provide leadership for improving
the quality of products and services produced in the
United States. That action is needed now.

Members of the Quality Computer Conference, repre-
senting manufacturing and service firms, consulting, gov-
ernment, and academia, are acutely aware of a national
problem: a decline in the demand for American-made
products and services in domestic and international mar-
kets partly, if not primarily, because of the relative level
of quality. If we are to maintain and improve our standard
of living, we must improve productivity, and a critical
dimension of productivity is quality. We must establish a
national objective with the highest priority to improve the
quality of America’s products and services to a level that
is second to none and that meets the needs and expecta-
tions of customers both domestic and foreign.

The Quality-Productivity Connection

Resources of labor, capital, materials, and energy are
combined with technical knowledge and managerial know-
how to produce products and services for domestic con-
sumption and foreign export. It is simple economic truth
that if we can produce more with the resources we use,
we will increase the standard of living, reduce inflation,
and create the economic strength necessary to insure
sustained high levels of employment. Many of the eco-
nomic problems we face today can be traced to a slow or
declining rate of productivity growth. The consensus of
the members of this conference is that improvements in
the quality of products and services produced can sub-
stantially improve productivity and help to reverse the
trends that have led to the weakened economy today.

If a process produces substandard quality products and
services, several outcomes are inevitable:

*Failure to meet customer expectations leads to
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declining sales, market share, profits, and economies
of scale.

* Defective products must be recalled, returned,
replaced, reworked, and/or scrapped, all of which con-
sumes more resources to meet a customer need that
should have been met with the original resources
used.

* Poor quality in services leads to many of the same
results: loss of sales and market share as well as the
need to find and correct errors, compensate for the
inadequate service, and perhaps perform the service
again in the proper way. Again the result is the unnec-
essary consumption of additional resources.

« If substandard becomes the norm, the reputation of
American-made products and services is eroded in the
minds of the consumer. Whether the poor reputation
is justified or not, it is a difficult task to change it. Far
more resources are consumed to reverse a downward
trend than to sustain an upward trend.

Each of the results listed has a detrimental effect on pro-
ductivity by causing resources to be diverted to the
detection and correction of poor quality rather than the
production of additional output that would add to national
wealth. It is a simple axiom, but “do it right the first time”
is a cornerstone to improving productivity.

Members of the Quality Computer Conference agree that
insufficient attention has been devoted to the
productivity-quality connection. If all members of
society— consumers, workers, managers, union leaders,
educators, government officials, and lawmakers—
understood and appreciated the interrelationships of qual-
ity, productivity, profitability, and long-term economic
stability and progress, it would be a monumental step
toward solving the problems we now face in the U.S.
economy.

Cooperation from Government, Education,
Organized Labor, and the Worker

In an effort to do our part in the quest for improved qual-
ity, members of the conference have formulated specific
recommendations for private sector initiatives. Although
these recommendations are directed primarily to the
CEOs of private industry, we must stress that the prob-
lem cannot be solved by management alone.

In some of the recommendations, support and action from
federal or other levels of government is explicitly or
implicitly requested. The federal government is in the
position to enhance or to thwart many of the actions taken
in the private sector to improve product and service qual-
ity. We sincerely hope that a continuing dialogue can be
maintained to learn, perhaps from the Japanese model,
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where private industry and government can work cooper-
atively to a common purpose and national goal, while pre-
serving the tenets of the free enterprise system.

Education feeds private industry with the most important,
most critical of the resources: people. It is in the edu-
cation system that much of the knowledge, skills, and
attitudes are formed which workers bring to the work-
place. It is time for private industry to accept more
responsibility and play a more active role in assisting edu-
cational systems to develop the human resources in its
formative stage to provide the foundations and prerequi-
sites for a richer, more meaningful, and more productive
work life.

Management, union leaders, and workers are all in the
same boat. If the boat leaks, all get wet. Although each
plays a necessary role in the functioning of our economic
system, the relationship among the roles can be examined
for ways to improve the functioning of the American econ-
omy while preserving the integrity of each consultant
group.

The recommendations that follow, therefore, require
action by the chief executive officers of private sector
organizations and the cooperation and support of leaders
of government, labor, and education. Members of the
conference believe that commitment by private sector
CEOs is necessary to make quality improvement a real-
ity. The CEO is in the best position to act and thereby
provide the leadership within and outside the organization
to establish quality as a top priority in the production of
American products and services.

Although discussion of issues is a necessary requisite, the
true output of this conference is a series of specific rec-
ommendations for private sector initiatives.
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Recommendations:

1. Implement a quality awareness campaign at the
national and private sector levels which will clearly
demonstrate that rapid improvement in quality and
productivity is essential to U.S. economic survival.

2. Private sector organizations should develop a stra-
tegic action plan to guide and direct goals, policies,
and procedures for quality and productivity
improvement.

3. Private sector organizations should work actively
with education systems at all levels to help integrate
into the education of all citizens concepts of quality
and the crucial role that quality plays in the U.S.
economy.

4. Awards, recognition, and incentives for quality
should be implemented at all levels—from a national
award for quality to recognition of individuals,
groups, and organizations for contributions to
improved quality.

Each recommendation is supported and justified in the
body of this report. A plan for implementation is provided
in as much detail as possible.

Members of this computer conference share the con-
viction that quality is both a critical problem and a vast
opportunity for the private sector of the economy. Rec-
ommendations in this report are submitted in an effort to
sustain improved quality in American products and ser-
vices and to redirect our resources to more productive
ends.



“There is lack of awareness of the seriousness of U.S. qual-
ity problems and corporate leadership often subjugates
long-term quality improvements to the short-term pressures
of meeting schedules and reducing costs. Workers read the
signals from management and operate accordingly. Signifi-
cant changes must take place within the corporation and
throughout society to restore quality to the priority it
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REWARD SYSTEMS
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Reward systems are traditionally thought of as fair com-
pensation, adequate benefits, safe and comfortable work-
ing conditions, and personal recognition for a job well
done. These are, of course, important. But in the chang-
ing, competitive world in which we now live, they will not
be enough.

Productivity stagnation, fierce competition, and new work
values mean we will have to define reward systems far
more broadly than we have in the past. Employees are
asking for more information about their jobs and business,
the opportunity to solve problems and participate in deci-
sions, and some assurance that contributing to productiv-
ity will not lead to unemployment. Firms are seeking
greater flexibility in work rules and assignments. They
want to tie pay more closely to performance. To reconcile
all of these needs, minor changes in organizations will not
be enough. What is required is a fundamental change in
the way we design and manage organizations and the way
we reward people.

This report addresses what we see as the major reward
system issues of the next few years: a) sharing business
information with employees, b) participative work prac-
tices, ¢) employment security, d) pay-for-performance —
tailored reward systems and gainsharing, and e) mea-
sures of performance. These issues cannot successfully
be addressed in isolation from each other. Together they
form a powerful set of rewards and facilitating conditions
for productivity improvement.

The purpose of this report, and our recommendations, is
to identify these major issues and relationships between
them, provide recommendations for change, and list
options, examples, and successful alternatives.

Recommendations:
Sharing Business Information with Employees

In order to be productive, committed members of an
organization, employees need more and better informa-
tion about their jobs, business conditions, customers, and
competitors. Unfortunately, managers are often reluctant
to “open the books” to employees. But without this infor-
mation, employees are unable to make the best decisions
in their jobs or see the relationship between their perfor-
mance, the performance of their firms, and the rewards
they receive. Therefore, we recommend:

1. Private industry, particularly large and medium-
sized firms, should be encouraged and guided
toward sharing business information with employ-
ees at all levels throughout the firm.
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2. Business leaders should initiate a coalition effort
among public, semi-public, and private sector orga-
nizations such as unions, industry associations,
business associations, and the business-technical
advisory sections of the departments of Labor,
Commerce, the Interior, and Defense.

Informed employees are better able to contribute
productivity-improving ideas. Information sharing pro-
vides a foundation for our next set of recommendations.

Participative Work Practices

Greater employee involvement in decisions will be one of
the major sources of productivity improvement in the
years ahead. Without it, we dampen the effects of
improved technology, create resistance to change, and
lose a key component of rewarding work. We recommend
that:

3. Private sector and public sector employers in both
union and non-union work settings move toward the
establishment of participative work practices.

4. The process of designing participative work prac-
tices should itself be a model of participation. The
employees, managers, and union leaders who will
be affected by the changes should be involved in
designing them.

5. Along with information sharing, we see the follow-
ing as critical components of effective participative
work practices: commitment from the top, middle
management involvement, union involvement, a
long-term perspective, training, and employment
security. If not addressed, this last component,
employment security, may be one of the major
stumbling blocks to improved productivity.

Employment Security

Our recent economic problems have raised employment
security to a major national issue. If employees and
unions are going to work with management to improve
productivity, they need some assurance that
unemployment will not be the direct result. Many manag-
ers view layoffs as one of their primary tactics for cost
reduction. We think that the “costs” of relying on this
approach are far too high and that there are viable alterna-
tives available in many situations.

We are not advocating “lifetime employment” or “job
security.” Employees may have to change jobs, locations,
and learn new skills in order to maintain employment. Pay
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systems may have to change. While the unique circum-
stances of each firm will dictate how they approach the
employment security issue, the issue is of such critical
national importance that we recommend the following:

6. Labor, management, and government leaders
should, perhaps under the sponsorship of the Presi-
dent, establish a collaborative process for develop-
ing new human resource strategies which will create
a climate of employment security in the American
workforce.

In order for employment security to be a viable option for
" firms, compensation systems will need to be modified to
allow greater flexibility in pay.

Pay for Performance: Tailored
Reward Systems and Gainsharing

Many of the current compensation systems in use do not
focus on performance improvement, nor vary with perfor-
mance, nor reflect the special circumstances of different
groups within an organization. Many compensation sys-
tems should be redesigned to correct these inadequacies.
A number of examples exist of “tailored” reward systems
that contribute to performance more directly than many
of the plans currently in use.

We think pay-for-performance is going to be a critical
component of new reward systems. Gainsharing plans
(such as profit sharing, Scanlon, Rucker, and Improshare)
and other innovative pay systems can reinforce a sense of
shared purpose among all employees. They also give the
firm greater flexibility to respond to different economic
circumstances, and serve as a complement to employ-
ment security. We recommend that:

7. Management and labor work together to modify
many of their current reward systems to increase
their positive impact on performance and produc-
tivity. In some cases, this may mean dismantling
some organization-wide systems that are no longer
meeting the goals of the company or employees.

8. Private and public sector organizations should seri-
ously evaluate the potential application of gain-
sharing approaches to compensation.

Measurement

Good reward systems require good measurement sys-
tems. Unfortunately, the best measures are not neces-
sarily the easiest to collect or the most often used. Too
often we focus on short-term over long-term, financial
performance over productivity, the costs of human
resources and not the ROI.
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9. Reward systems should be based on measures of
productivity, quality, and other measures of organi-
zational health in addition to the traditional reliance
on financial measures of performance.

10. Measures should reflect both the short- and the
long-term effectiveness of the organization.

11. Firms should develop measurement systems that
reflect the value of productivity improvement as
well as its cost.

12. The Financial Accounting Standards Board (FASB)
should develop accounting standards for productiv-
ity as well as the current financial accounting sys-
tems.

Reward Systems Information Exchange

It is easy to make recommendations about what firms
should be doing in the areas of information sharing, parti-
cipative work practices, employment security, tailored
reward systems/gainsharing, and measures. It is far more
difficult for firms to gather good information about what is
being done in these areas. We have attempted to docu-
ment some examples in our report, but far more is
needed.

Too many firms are having to “reinvent the wheel” when
designing new reward systems. There is a great need for
more, and better, information in this area.

13. Government should, in appropriate agencies such
as the Department of Labor, continue its current
work in information collection and dissemination
and should establish reward systems as a major
category. Annual budget and staff should be given
priority in the agencies. Collection should not dupli-
cate the work of private sector groups.

14. Business should advise industry associations and
non-profit groups that, as a condition for continued
support, they should develop an information
resource on reward systems.

15. Non-profit and industry groups should initiate dis-
cussions on reward systems so that standards of
uniformity and reliability are maintained.

Al




“Our recent economic trauma has opened a ‘window of
opportunity’ for management and labor to explore new
structures and new rewards far broader than we have in the
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Conference Summary

TECHNOLOGY
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The genius of American industry has long been to create
industrial growth and economic strength by putting tech-
nology to work—that is, by managing technology in pro-
ductivity-enhancing ways. Whether that special advantage
will endure is now in question. While we have not lost our
worldwide scientific leadership or, equally important, our
capacity to generate new technology, there are ample
grounds for concern about the strength of our national
commitment to use the technology we create to improve
the productivity of industry and, by extension, its level of
performance in international competition. Renewal of that
commitment deserves the highest priority among national
goals, as the long-term security and well-being of the
‘nation rests every bit as much on industry’s competi-
tiveness as on military strength.

For the private sector, at least, the immediate challenge
is clear; it must learn to accelerate the application of new
technology in fields such as information processing, tele-
communications, robotics and automation, materials, and
biotechnology, and to do so in ways that give leverage on
productivity improvement. This is an urgent challenge on
a national scale. While the main work must be done within
the private sector, success will require the active support
of leaders in every sector, including the President of the
United States.

To remain on the frontiers of progress demands a higher
level of effectiveness in the use of knowledge. While
there is room for improvement in our use of labor and
capital, the real hope for progress lies with the ever more
efficient and effective translation into practice of the new
knowledge-based technologies. The research and
advanced development work carried out in university,
government, and industrial laboratories continues to
unlock a rich store of technical knowledge, but the devel-
opment efforts needed to demonstrate the commercial
applications of that growing technical base have proven
wanting.

In our judgment, then, the heart of the problem—the
challenge and the opportunity—is to put burgeoning
research results to work in the economy. To do so, we
must mobilize the hands and minds of entrepreneurs,
managers, and rank-and-file workers across America. We
must direct our very best national energies to the work of
managing technology for productivity and com-
petitiveness.

No one key will open the door to a renaissance of Ameri-
can industry, just as no one course of action brought it to
its present state. This report sketches the outlines of a
multi-faceted, as well as a multi-sectoral, approach to
invigorating the nation’s command of the uses of tech-
nology. It calls for intensified efforts to enhance private
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sector effectiveness in the crucial “middle zone” of mana-
gerial effort that lies between the creation and the com-
mercialization of technology.

Recommendations:
Needed: A National Commitment to Change

Across the industrial spectrum, the evidence is over-
whelming: the potential for technology-based productivity
enhancement is immense. On top management falls, of
course, the primary responsibility for realizing that long-
term potential. The single greatest opportunity for boost-
ing our national performance in this middle zone lies in
changing management attitudes and strengthening man-
agement skills.

1. Top management in industry and commerce has the
primary responsibility for ensuring that tech-
nological opportunities are fully exploited. Top
managers throughout the private sector should act
to increase their organizations’ awareness of the
opportunities for and necessities of the introduction
of new technologies.

2. Companies should strengthen programs of edu-
cation and training to enhance management skills in
the development and utilization of new technology.

The requirements of some opportunities for change may
demand skills that a company cannot develop on its own,
or may entail a level of financial drain or future risk too
great for a company to bear alone. Cooperative research
and development efforts—among firms and between
firms and government or university laboratories—can
open new arenas of opportunity for entire industries and
for the nation in circumstances where those limits would
apply.

3. Private sector institutions should expand current
efforts and should continue to explore new patterns
of collaboration in research and advanced develop-
ment of technology.

The development of basic technologies and their transfer
to diverse users is a lengthy and costly process in which
no single organization may perceive an appropriate bal-
ance of costs and benefits. Universities, dedicated to the
canons of pure research and cautious about the taint of
commercialism, have largely chosen not to address issues
of technology development. Further, the constraints of
cash flow and expensive capital prevent all but the largest
companies from risking years of effort to prove that a
given technological concept can successfully be brought to
bear on the primary business of enterprise.
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We firmly believe that there is no more effective way to
spread technology than to demonstrate it to prospective
users in an environment to which they can relate and
which makes the day-to-day application of the technology
believable.

4. Both public and private organiztions should expand
collaborative programs for the development and
demonstration of advanced technologies with broad
potential applications in commerce and industry.

5. Government agencies at every level and private
enterprises should change procurement practices
to include provisions for sharing increases in risk
and reductions in cost due to the implementation of
new technology.

Needed: Better Education, Tuned
to the Needs of the Computer Era

Changes in the attitude or institutional focus of the private
sector cannot by themselves create a vastly more produc-
tive economy. We must have, in addition, a workforce
that is well-educated and competent in the many
productivity-enhancing applications of technology.

6. The recommendations of the National Commission
on Excellence in Education should be implemented.

7. Special attention should be given to steps that
would increase the computer literacy of all stu-
dents.

Government’s Role:
Some Help Needed, No Hindrance Wanted

Many senior executives now acknowledge that the big-
gest problems in stimulating a greater application of tech-
nology are not government regulations and tax laws but
management attitudes. Experience in the last two
decades has taught us that government policies alone can-
not directly cause a significant improvement in the appli-
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cation of technology. Yet they can do much to create and
sustain the environment within which industry leaders are
willing to take more risks with technological innovation.
Government cannot make the application of technology
occur, but it can provide the incentives that make such
applications more likely.

8. The federal government should reassess the ade-
quacy of existing institutional arrangements and
incentives for the development and demonstration
of technology and its transfer to users.

Needed: An Enlightened Public

Productivity is generally accepted as a “bag of tools”
which can be used to increase productivity. Yet major
segments of society do not understand these subjects,
their relationship to one another, or their significance to
our future.

9. A nationwide productivity and technology service
should be established within the private sector to
promote the enhancement of general understanding
of productivity issues.

The Human Consequences

It is all too easy, when recommending accelerated applica-
tion of technology for the purposes of improving produc-
tivity, to gloss over the very real human costs that rapid
technological change implies for many people. For rea-
sons that are both humanitarian and pragmatic, we must
not only acknowledge the costs that our recommen-
dations entail, but also suggest ways to alleviate them.

10. A national commitment to accelerated technological
change will require a comparable commitment to
alleviate the human consequences of change. The
responsibility for cushioning the effects of inno-
vation should be borne by private organizations as
well as the public sector.



“American industry has long excelled at the task of putting
new technology to work productively. Now facing the chal-
lenge of vigorous international competition, America also
confronts new opportunities posed by burgeoning science
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Conference Summary

TRAINING

1

In order to establish a context for its deliberations confer-
ees discussed the extent of economic change underway in
the American economy. Conferees agreed that the rate
and depth of economic change are accelerating and pro-
found. They agreed that the transformation of the eco-
nomic structure would require an equivalent
transformation of the nation’s human resources.

The nation’s schools do have the primary pre-
employment responsibilty for education and training. The
fundamental transformation of human resource develop-
ment suggests that employers and public authorities look
beyond traditional K-12 schooling and higher education to
recognize other aspects of the “system of human learn-
ing.” Employers, churches, media, the community, and
the family are all learning centers for lifelong education.
Conferees urge that employers and public authorities
insure a comprehensive utilization of these learning
resources in adapting to the human resource dictates of
rapid and profound economic change.

Recommendations:
The Transition from School to Work

1. Employers should be more involved in the prepara-
tion of young adults for the transition from formal
schooling to work. Primary responsibility for pre-
paring young adults for the transition from school to
work should remain with the elementary, secondary,
and higher education system. These institutions
should provide basic skills in the following areas:

Reading competencies

Writing competencies

Speaking and listening competencies
Mathematical competencies

Scientific competencies

Reasoning competencies

Basic employment and job search skills
Economic competencies

Computer literacy competencies

In addition, the vocational and higher education sys-
tems should continue to provide basic competencies
in the various occupational categories. In order to
encourage basic skill and occupational competencies
that keep pace with changing employer require-
ments, greater employer involvement in the content
and delivery of basic and occupational education
should be encouraged. Some examples: a) Employ-
ers could be encouraged to “adopt a school” to pro-
vide guidance and a closer connection between
schools and the business community; b) employers
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could share or donate equipment, facilities, or person-
nel for use in educational institutions.

. In order to improve efficiency and flexibility and

encourage fairness in the transition from school to
work, additional information and services need to be
developed to help youths identify appropriate edu-
cation, training, and work opportunities that will
encourage a successful transition from schooling to
long-term employment.

. Cultural values and a sense of civic responsibility are

critical to the development of attitudes and habits
that are basic to productivity. In addition, available
infrastructure for the provision of services and infor-
mation in the school-to-work transition are inade-
quate especially for minorities and females. Many
conferees concluded that a national youth service
corps could provide experience that would facilitate
normative development of individual youths, encour-
age a sense of civic responsibility, and provide an
effective institutional setting for the delivery of tran-
sition counseling and services to youth. While overall
size, scope, and funding were not agreed to, it was
generally agreed that a national youth service corps
should be jointly funded and administered by employ-
ers and public authorities.

. Some of the conferees suggested establishing

school/industry councils. In each school district,
etablish school industry councils composed of HRD
personnel and others from industry, small business
association representatives, school superintendents,
teachers, and school personnel responsible for indus-
try liaison. The councils will have three responsibili-
ties. First, they will develop methodologies for
acqainting school teachers with the needs of industry
and the nature of the world of work. Second, they
will develop programs through which industry can
provide support to the schools (e.g., lecture series,
adopt a school, technology demonstrations, equip-
ment and facilities donations.

Thirdly, the council will serve as the mechanism
through which industry can assist with the develop-
ment of school curriculum and products, and evaluate
or “grade” the results. The grading should be formal,
occur yearly and be nationally coordinated so there is
a yearly “industry looks at the schools.” There
should be a common grading scheme so that sum-
mary statements and comparisons can be made.
Industry participation on the council would be volun-
tary but the school district would have responsibility
for initiating the establishment of the council. Some
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portion of district funds would be contingent on
establishing or having taken reasonable steps to
establish the council. If industry fails to participate
then the annual reports for that district would simply
be “industry is not interested.”

5. There should be voluntary out-of-school learning pro-
grams. The current economic restructuring requires
that the attitude about learning be changed from “it is
what we did in school” to “it is what we do everyday
to make for a better job and better life.” There are
existing business related programs which industry
should take a more active role in supporting, e.g.,
the 4-H Club, science fairs, computer fairs, and
Junior Achievement. Sponsorship, employee release
time for participation, and facilities and equipment
contributions would all offer the means of industry
involvement. Industry already has community
involvement programs. The encouragement needs to
be toward learning events. Sponsorship of such
events could be promoted by the Chamber of Com-
merce, the Ad Council or professional and trade asso-
ciations.

Transitions in the Workplace

6. The pace of economic change, the current invest-
ment incentive structure, the structure of American
industry, demographic changes, and repeated
recessions suggest that the United States is cur-
rently underinvesting in job-related training. Addi-
tional incentives are required to encourage a greater
commitment to job-related training among employees
and employers. Alternatives recommended by con-
ferees included the following:
a.Adjusting the federal tax code in order to put train-
ing investments on an equal footing with capital.

b. Encourage senior management to increase the vis-
ibility and status in both the firm’s planning and line
operations.

7. New incentive structures are required in the work-
place to reward individual effort and quality among
employees. Employers should carefully target recog-
nition and bonuses toward employees who demon-
strate work effort and quality.

8. Incentives for cooperation between labor and man-
agement need to be devised. Employees should be
encouraged to identify goals held in common with
employers through a greater sense of ownership in
enterprises’ productivity performance. Such a sense
of ownership can be encouraged through a variety of
gainsharing plans that tie employee wages, salaries,
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and benefits to the overall productivity performance
of the enterprise.

9. Voluntary labor/management councils should be
established. The councils could define training objec-
tives and standards and have authority to collect
training levies and even manage training programs.

10. Competency standards for private HRD professionals
could be developed and a certification program ini-
tiated.

Dislocation and Reentry

Conferees discussed program formats for dislocated
workers that included the following:

12. Programs should encourage early recognition by the
dislocated worker of saleable skills and job prospects
to encourage realistic assessments of the worker’s
saleable skills and possibilities.

13. Job search assistance should be given early in the
transition.

14. Participation of employers and unions should be
encouraged where appropriate, if possible prior to
actual job loss.

15. Retraining should occur only after job search assis-
tance has not resulted in reemployment.

16. Retraining should be tied as much as possible to pro-
spective employers and available jobs.

Conferees discussed the view that retraining for the
unemployed could not in itself provide jobs. There are
only enough jobs for roughly one in every ten unemployed
people. Conferees did suggest, however, that the
unemployed should be made ready for jobs and employer-
based training in anticipation of economic recovery.

Crosscutting Issues

17. Conferees recommended that public and private sup-
port should be provided for the development of a
human capital institute. The institute would pursue
issues critical to enhancing the economic productivity
of adults.

18. Programs for the developmentally disabled, hand-
icapped, and those requiring vocational rehabilitation
should be integrated with an employer council with
statutory authority to develop curricula and utilize
available funds for relevant job training.



“Human resources are the primary factor of economic pro-
duction. Machinery and financial capital are little more
than artifacts of the human imagination. Human resource
development 1s the primary lever for improving the nation’s
overall economic performance and productivity.”
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A national medal for productivity achievement was advo-
cated by several of the computer conferences. Therefore,
a special panel of conference participants came together
to design this award and made the following recommen-
dation:

“Productivity” is on the top of many governmental and
private business agendas as the single most critical issue
that needs attention if the economic performance of the
United States is to improve. However, many members of
soclety are unaware of the important role productivity
plays in their economic well-being and the economic well-
being of the United States. A preliminary step to
improving productivity demands greater awareness of
this issue among all sectors of the nation.

At present, there is no national recognition for out-
standing contributions made by organizations that
increase the wealth generated by the United States’
economy. A formal recognition process for extraordinary
achievement is believed to have highly effective conse-
quences and can create a stimulus for excellence. One
way to stimulate this awareness would be through a
national medal for productivity achievement awarded
annually by the President of the United States.

The medal qualification process and award method should
be designed to lend prestige and distinction to the receiv-
ing organization. The medal would be used to promote

the awareness of the importance of quality and productiv-
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ity in the economic well-being of the entire nation. The
objective of the medal would be to acknowledge delivery
of high levels of verifiable productivity accomplishments
by organizations rather than individuals.

The actual selection of candidates for receipt of the award
should be governed entirely by a national commission for
the medal for productivity achievement. The Commission
would be appointed by the President upon the recommen-
dation of the Secretary of Commerce.

Awards will have to be based on fair, simple, and repeat-
able evaluation methods. It is recognized that is very diffi-
cult to perform productivity assessments across
dissimilar business categories. Acceptable quantitative
and consistent definitions for productivity and quality
measures will have to be used to establish the medal as a
credible award. The measures should be objectively veri-
fiable and set forth unamibiguously by the commission.
The criteria for awarding the medal should favor sim-
plicity.

The medal should be awarded annually to those organiza-
tions meeting the criteria established by the commission.
The awards should be presented by the President. The
scope, method, and consequences of the awardees’ pro-
ductivity improvement efforts should be publicized in con-
nection with the award to stimulate awareness of
successful productivity approaches that might be adapted
to fit other organizations.



“Fundamental to any improvement in our nation’s produc-
tivity is greater awareness of the role productivity plays in
our economic system. Through increased awareness by
workers and managers, private and public sector organiza-
tions can expect greater veceptivity to productivity improve-

ment plans.”
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AND NOW TO ACT....
Two options exist for these recommendations. They can:

1. gather dust, or
2. gather momentum.

The American Productivity Center is prepared to provide
leadership along that second course. Work to implement
many of the changes advocated in the recommendations is
already underway.

~ The computer networks created to develop these recom-
mendations can play an important role in this effort.
Among those who are already linked by the tele-
conferencing networks, there is strong consensus about
its effectiveness and appropriateness as a vehicle for
moving forward on the recommendations already devel-
oped. As one participant said quite simply, “Clearly, this
is a more productive way to work.”

Networks to Expand

Therefore, the Center is going to continue and expand
some of the existing computer networks. And it plans to
create new networks that will move beyond making rec-
ommendations to government and the private sector. Par-
ticipants will have the opportunity to learn from others’
productivity successes, design plans for change, and act
in the new ways required to have an impact upon the
productivity and quality of work life of the nation.

These computer networks will, as one participant has
noted, provide participants “a way of getting long-term
interaction on an issue rather than the brief interaction of
face-to-face meetings.”

Specifically, the Center’s method of linking people
together through computer networks offers several
advantages because of both the hardware and the soft-
ware:
 Reduction of travel
» Reduction of “telephone tag”
* A permanent written record of all discussions and
convenient, quick access to prior comments
+ “Asynchronous” communication, meaning that people
can use the system at a time convenient for them
* Increased group resources (more people are available
who otherwise could not participate)
« Different communication linkages—cross-groups and
more literal links within and outside organizations
¢ Increased equality of participation
* Increased ability to collect quick information, data,
group opinions, and surveys
* Faster dissemination of news, data, updates,
abstracts, etc.
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* Increased quality of participation due to time for
reflection and some research before response

* Greater sense of community with people even
through geographically widely dispersed, or even in
different fields and institutions

« Tailoring of the communications process to meet a
group’s particular characteristics, project goals, and
types of participants.

Members of the initial seven networks, who developed
these reports and recommendations, participated by spe-
cial invitation. Now, the task of moving beyond the rec-
ommendation phase, broadens the opportunities for
participation in the Center’s computer networks.

Though current participants will be given first priority for
continuing, membership will be opened to obtain even
greater diversity of thoughts, skills, and expertise. The
Center’s computer networks can become a powerful vehi-
cle for improving productivity within a wide range of
organizations—industry associations, private companies,
professional societies, governmental groups, labor
unions, and education and training resources.

Content

Initial interest in the Center’s expansion of computer net-
working suggests that networks will form to explore pro-
ductivity and quality of work life in these subject areas:

* defense industry

« health care

* human resources

« information workers
* management

* measurement

* quality

* technology

Participants’ needs and expertise will determine network
subject areas and charters. Some will focus on practical,
how-to approaches. Others will decide to be more
research- and findings-oriented. The Center’s role is that
of the catalyst, linking participants with similar interests
through its networking system.

Format

Each network will design a 12-month agenda during its
initial kickoff session. Additional face-to-face meetings can
be scheduled throughout the year as the participants
deem appropriate.

A lead content person will be appointed for each network
to serve as chairman, guiding discussions according to the
agenda, summarizing, sparking comment, and so on.
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Center’s Role

As a focal point of productivity and quality of work life

research and expertise since 1977, the Center, and its
staff are available as content specialists participating in
the networks when needed.

Having designed and managed computer conferences
leading to the White House Conference on Productivity,
the Center has developed a broad base of technical
resources. Network participants can look to the Center to
facilitate their needs for:

* hardware

* software

 conferencing technology

 system training and troubleshooting

Participants

Although the initial computer conferences cut across the
lines of industries, labor, academia, and government, the
mix of participants is open. The options might include par-
ticipants from:

« diverse industries—discussing a common interest
such as quality or human resources

« specific industries—developing interfirm comparisons
and solutions; possibly working through their trade
and professional associations

* individual corporations—managers at distant
locations exploring common strategies and opera-
tional issues

* labor unions—exploring collective bargaining and
training issues

Benefits

As noted above, the technology of computer conferencing
offers a range of advantages over face-to-face, video, and
audio meetings.

But the benefits of the Center’s networking extend well
beyond the technology and include:

* association with leading people of similar interests

« Center productivity/quality of work life expertise

+ annual conferences to share results

« periodic reports on the findings of the networks

* creation of case studies, bibliographies, and articles

« follow-through on the recommendations made at the
White House Conference

« involvement in improving productivity, quality, and
quality of work life in the nation
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A single linkage between two people in the initial net-
works has already made a difference in the lives of 1,600
of the nation’s workers. One of the members explains:

“The experience was by far one of the best things that
has occurred in my professional career....As a result of
the teleconference, another participant and I got
together and actually designed a program to retrain
1,600 laid-off workers and their managers for a new
plant. It probably would not have happened without
APC. Thank you for an astonishing experience.”

The opportunities for networking and action are bound-
less. The possibility for making a difference exists.

For further information about the Center’s expanding
computer networks, contact:

Computer Networks Department
American Productivity Center
123 North Post Oak Lane
Houston, TX 77024
713/681-4020
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