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I am p l e a s e d  t o  h a v e  t h e  o p p o r t u n i t y  t o  a d d r e s s  t h i s  con-  

f e r e n c e  and  t o  commend t h e  Chamber o f  Commerce and  t h e  S o c i e t y  

o f  M a n u f a c t u r i n g  E n g i n e e r s  f o r  i n c r e a s i n g  o u r  N a t i o n ' s  a w a r e n e s s  

of t h e  p r o d u c t i v i t y  p r o b l e m .  O b v i o u s l y ,  g r e a t  e f f o r t  mus t  con-  

t i n u e  t o  be c o n c e n t r a t e d  o n  t h i s  i s s u e .  

I h a v e  l o n g  b e e n  c o n v i n c e d  o f  t h e  need  t o  improve  p r o d u c -  

t i v i t y  i n  g o v e r n m e n t  as w e l l  a s  i n  p r i v a t e  i n d u s t r y  and  h a v e  

commi t t ed  t h e  G e n e r a l  A c c o u n t i n g  O f f i c e  t o  a n  a c t i v e  r o l e  i n  

d e m o n s t r a t i n g  t h i s  need  t o  t h e  C o n g r e s s ,  t o  t h e  P r e s i d e n t ,  and  

t o  d e p a r t m e n t  a n d  a g e n c y  h e a d s .  

O f  c o u r s e ,  I do n o t  h a v e  t o  c o n v i n c e  you of t h e  n e c e s s i t y  

of i m p r o v i n g  o u r  N a t i o n ' s  p r o d u c t i v i t y .  Your p r e s e n c e  denon-  

s t r a t e s  y o u r  a w a r e n e s s  a n d  c o n c e r n .  



. ,  
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U n t i l  r e c e n t l y ;  t h e  U n i t e d  S t a t e s  was p e r c e i v e d  a t  home 
I 

and  abroad a s  a n  e n t e r p r i s i n g ,  i n n o v a t i v e  and  h i g h l y  e f f i c i e n t  

n a t i o n  t h a t  e n j o y e d  t h e  h i g h e s t  s t a n d a r d  o f  l i v i n g  i n  t h e  

w o r l d .  Our p r o d u c t i v i t y  p r a c t i c a l l y  d o u b l e d  d u r i n g  t h e  f i r s t  

two d e c a d e s  f o l l o w i n g  World War 11. A s  a r e s u l t  n o t  o n l y  

were w e  able  t o  a c h i e v e  much b e t t e r  l i v i n g  c o n d i t i o n s ,  b u t  

a l s o  b e l i e v e d  w e  c o u l d  a f f o r d  e x t e n s i v e  f o r e i g n  a i d  p l u s  

a m b i t i o u s  d o m e s t i c  p r o g r a m s .  U n h a p p i l y ,  t h e  t r e n d  o f  n a t i o n a l  

p r o d u c t i v i t y  has f a l t e r e d  d u r i n g  t h e  pas t  decade .  I n  f a c t ,  

f o r  t h e  f irst  h a l f  of 1 9 7 9 ,  i t  a c t u a l l y  decreased a t  a n  a n n u a l  

r a t e  o f  o v e r  3 p e r c e n t .  

The  cost  of o u r  r e c e n t  p r o d u c t i v i t y  s t a g n a t i o n  h a s  b e e n  e n o r -  

mous. I t  h a s  c u t  d e e p l y  i n t o  t h e  g r o w t h  o f  our  Gross N a t i o n a l  

P r o d u c t  and  c a u s e d  a n  accelerated pace of i n f l a t i o n ,  a weakened  

p o s i t i o n  i n  i n t e r n a t i o n a l  t r ade ,  g r e a t e r  soc i a l  t e n s i o n s ,  and-- 

most t r o u b l e s o m e  of a l l - - r e d u c e d  c o n f i d e n c e  i n  o u r s e l v e s  and  

o u r  i n s t i t u t i o n s .  W e  are a l l  aware of t h e  i m p o r t a n c e  and 

i m p l i c a t i o n s  of t h i s  last p r o b l e m .  

a c o n c e r t e d  e f f o r t  i n  bo th  t h e  p u b l i c  and  p r i v a t e  sectors.  

N o w  w e  mus t  r e s p o n d  t h r o u g h  

T h i s  a w a r e n e s s  is r e c e n t .  N o t  l o n g  ago o u r  g r e a t e s t  

c h a l l e n g e  was c o n v i n c i n g  t h e  e x e c u t i v e  b r a n c h  and  t h e  C o n g r e s s  

t h a t  t h e  d e c l i n e  i n  p r o d u c t i v i t y  improvement  i s  a s i g n i f i c a n t  

economic  p r o b l e m .  T h i s  h a s  changed .  F o r t u n a t e l y ,  t h e  s t a g n -  

a t i o n  of o u r  p r o d u c t i v i t y  i s  now r e c o g n i z e d  i n  b o t h  Government  

a n d  b u s i n e s s  c i rc les .  
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The  t w o  most r e c e n t  a n n u a l  repor t s  of t h e  C o u n c i l  of Eco- 

nomic A d v i s e r s  s t r e s s e d  t h e  i m p o r t a n c e  of p r o d u c t i v i t y .  Top 

a d m i n i s t r a t i o n  o f f i c i a l s  h a v e  s p o k e n  o u t  o n  t h e  problem. I n  

J a n u a r y ,  P r e s i d e n t  Car te r  warned  t h a t  t h e  p r o d u c t i v i t y  slow- 

down h a s  " r e a c h e d  s e r i o u s  p r o p o r t i o n s , "  and  t h a t  " w i t h  pro- 

d u c t i v i t y  g r o w t h  a t  a low e b b ,  l i v i n g  s t a n d a r d s  w i l l  n o t  r i s e  

a s  f a s t  as t h e y  h a v e  i n  t h e  pas t  t w o  y e a r s . "  

W e  now a l so  f i n d  u n p r e c e d e n t e d  i n t e r e s t  i n  p r o d u c t i v i t y  o n  

Capi to l  H i l l .  The J o i n t  Economic C o m m i t t e e  h a s  cal led o u r  

s l u g g i s h  p r o d u c t i v i t y  g r o w t h  " t h e  most i m p o r t a n t  f a c t o r  c o n t r i -  

b u t i n g  t o  o u r  p r e s e n t  economic  malaise ,"  and  numerous committees 

and  members of C o n g r e s s  a r e  s p e a k i n g  o u t  and  c a l l i n g  f o r  a c t i o n  

o n  v a r i o u s  p r o d u c t i v i t y  aspects.  

A l t h o u g h  t h e  need  f o r  a c t i o n  i s  g r e a t ,  r e v e r s i n g  t h e  produc- 

t i v i t y  s l u m p  d o e s  n o t  h a v e  a ready-made s o l u t i o n ;  t h e  c a u s e s  a re  

many and  complex .  I c a n n o t  o f f e r  you a p a n a c e a .  However,  w e  

c a n  do--and a re  a l r e a d y  do ing- - someth ing  a b o u t  t h e  p r o d u c t i v i t y  

problem. Today,  I w i l l  f o c u s  o n  t h e  i m p o r t a n c e  o f  c o o p e r a t i o n  

b e t w e e n  t h e  Federal  Government  and  t h e  p r iva t e  sector  t o  t h e  

improvement  i n  p r o d u c t i v i t y ,  c o o p e r a t i v e  e f f o r t s  now i n  pro- 

g r e s s ,  and  a d d i t i o n a l  Government  a c t i o n s  n e c e s s a r y  t o  d e v e l o p  

a n  appropriate  G o v e r n m e n t - p r i v a t e  sec tor  e n v i r o n m e n t  f o r  

i m p r o v i n g  p r o d u c t i v i t y .  
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We a t  GAO are w e l l  aware o f  p r i v a t e  sec tor  r e s i s t a n c e  t o  

Government  i n t e r v e n t i o n  i n  b u s i n e s s .  I n  t h e  f a l l  o f  1 9 7 7 ,  

GAO s e n t  q u e s t i o n n a i r e s  t o  1 , 2 0 0  f i r m s  t h r o u g h o u t  t h e  c o u n t r y  

t o  o b t a i n  t h e i r  v i e w s  o n  p r o d u c t i v i t y  and  d e t e r m i n e  w h e t h e r  

t h e y  see a n  appropr ia te  r o l e  f o r  t h e  Fede ra l  Government .  A 

v a s t  m a j o r i t y  s a i d  t h e y  d i d  n o t  w a n t  Federal  a s s i s t a n c e .  I n  

f a c t ,  most were a d a m a n t l y  o p p o s e d  t o  a n y  f u r t h e r  Government  

i n t e r f e r e n c e  i n  p r i v a t e  sector o p e r a t i o n s .  

I n  F e b r u a r y ,  GAO i n v i t e d  1 6  l e a d e r s  f rom i n d u s t r y ,  l abo r ,  

a n d  u n i v e r s i t i e s  t o  d i s c u s s  t h e  p r o d u c t i v i t y  issues,  w h e t h e r  

t h e r e  is a n  appropriate  role  f o r  t h e  F e d e r a l  Government ,  and  

t h e  most c r i t i c a l  e l e m e n t s  t h a t  need  t o  be a d d r e s s e d .  GAO 

s o u g h t  t o  hear f i r s t h a n d  t h e  t h o u g h t s  of these  p r i v a t e  sec tor  

e x p e r t s  i n  o rder  t o  be t te r  p l a n  i t s  own e f f o r t s  and t o  be more 

r e s p o n s i v e  t o  t h e  c o n g r e s s i o n a l  p o l i c y m a k e r s .  

T h a t  s e s s i o n  produced 39  separate i s s u e s  w h i c h  were per- 

c e i v e d  by t h i s  p a n e l  as a f f e c t i n g  n a t i o n a l  p r o d u c t i v i t y .  

t h a t  g e n e r a t e d  t h e  g r e a t e s t  c o n c e r n  were 

Those 

- - c o n f l i c t i n g  U . S .  n a t i o n a l  p o l i c i e s  and  g o a l s ;  

- - t h e  i m p o r t a n c e  o f  c a p i t a l  i n v e s t m e n t  and  t e c h n o l o g y  

t o  p r o d u c t i v i t y ,  jobs, and  economic  g r o w t h ;  and 

-- the need  t o  ease c o n c e r n s  a b o u t  j o b  s e c u r i t y  of workers 

affected by  t e c h n o l o g i c a l  c h a n g e .  
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A more g e n e r a l  c o n c l u s i o n  was t h a t  t h e  Government  and  t h e  

p r i v a t e  sector n e e d  t o  work t o g e t h e r  t o  remove f e d e r a l l y  

imposed  d i s i n c e n t i v e s  t o  p r o d u c t i v i t y  improvement .  

A l t h o u g h  o u r  n a t i o n a l  p r o d u c t i v i t y  p e r f o r m a n c e  i s  l a r g e l y  

d e p e n d e n t  o n  t h e  p e r f o r m a n c e  of b u s i n e s s ,  i t  i s  t h e  Government  

t h a t  e s t a b l i s h e s  t h e  b r o a d  economic ,  l e g a l ,  and  soc ia l  f r a m e w o r k s  

w i t h i n  wh ich  b u s i n e s s  operates .  Despi te  t h i s  i n t e r d e p e n d e n c y ,  

Government  and  t h e  p r i v a t e  sector seem a t  times t o  b e  more a t  

odds and  t r u s t i n g  each o the r  less. I n  t h i s  w e  d i f f e r  s i g -  

n i f i c a n t l y  f r o m  o the r  i n d u s t r i a l  n a t i o n s  t h a t  h a v e  h i g h  pro- 

d u c t i v i t y  ra tes :  w e  appear t o  l a c k  a s p i r i t  of c o o p e r a t i o n  

b e t w e e n  Government  a n d  t h e  p r i v a t e  sector  t h a t  p r e v a i l s ,  s a y ,  

i n  J a p a n  o r  West Germany. W h i l e  t h e  bas ic  a d v e r s a r y  r e l a t i o n -  

s h i p  b e t w e e n  t h e  p u b l i c  and p r i v a t e  sectors  w i l l  a l w a y s  e x i s t ,  

w e  m u s t  work toward i n t r o d u c i n g  i n t o  t h i s  r e l a t i o n s h i p  a 

s p i r i t  of t r u s t  a n d  c o o p e r a t i o n .  

The U.S. Economic 
E n v i r o n m e n t  Has Changed 

Our e c o n o m i c  s y s t e m  was f o u n d e d  o n  t h e  premise t h a t  com- 

p e t i t i o n  i s  n e c e s s a r y  t o  a s s u r e  c o n t i n u e d  economic  s t r e n g t h .  

C o m p e t i t i o n  a n d  t h e  p r o f i t  m o t i v e  h a v e  compelled b u s i n e s s e s  

t o  produce goods and  s e r v i c e s  more e f f i c i e n t l y  t h a n  t h e i r  

r i v a l s .  

However,  i n  r e c e n t  y e a r s ,  t h e  e n t i r e  e n v i r o n m e n t  i n  wh ich  

o u r  s y s t e m  operates  h a s  changed  r a d i c a l l y .  Bus iness-Government  
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r e l a t i o n s  ‘have become e x c e e d i n g l y  complex and  t h e  e n v i r o n -  

ment  f o r  our  c o m p e t i t i v e ,  f r e e - e n t e r p r i s e  s y s t e m  more d i f f i c u l t .  

F o r  example :  

--Many of o u r  o n c e  a b u n d a n t  resources  a r e  becoming scarce 

and  w e  a re  becoming more d e p e n d e n t  o n  f o r e i g n  c o u n t r i e s .  

--Once s t r o n g  Amer ican  i n d u s t r i e s ,  s u c h  as s t e e l ,  consumer  

e l e c t r o n i c s ,  f o o t w e a r ,  and  a u t o m o b i l e s ,  h a v e  b e e n  s e r i o u s l y  

h u r t  by f o r e i g n  c o m p e t i t i o n  and  h a v e  b e e n  f o r c e d  t o  t u r n  t o  

t h e  Fede ra l  Government  f o r  a s s i s t a n c e .  

--Laws now r e q u i r e  c l e a n e r  a i r  a n d  wa te r ,  s a f e r  work 

places ,  and  sa fer  consumer  p roduc t s .  

The l i s t  c o u l d  go o n .  I n  e a c h  of t h e  issues j u s t  ra ised,  

Government  i s  p l a y i n g  a d i f f e r e n t  and  more a c t i v e  r o l e  t h a n  

i t  d i d  o n l y  a few y e a r s  a g o ,  and  mus t  make a c o n c e r t e d  e f f o r t  

t o  f i n d  new and  b e t t e r  ways t o  cooperate w i t h  t h e  p r i v a t e  

sec tor .  The  Government  m u s t  be t te r  apprec ia te  t h e  i m p o r t a n c e  

of b u s i n e s s  t o  o u r  economy and  h e l p  i t  r e m a i n  s t r o n g  and  

c o m p e t i t i v e .  

For i t s  p a r t ,  t h e  p r i v a t e  sector mus t  a l s o  be w i l l i n g  t o  

work w i t h  t h e  Government  t o  make i t s  n e e d s  and  problems known. 

I f  t h e  p r i v a t e  sec tor  f a i l s  t o  work w i t h  Government ,  p u b l i c  

p o l i c y  w i l l  be made w i t h o u t  t h e  i n s i g h t s  o f  those t h e  po l i c i e s  

w i l l  a f f e c t .  

w i t h  bet ter  c o o p e r a t i o n  b e t w e e n  t h e  p u b l i c  and  p r i v a t e  

sectors ,  t h e  many a n d , c o m p l e x  f a c t o r s  t h a t  have c a u s e d  t h e  
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productivity decline can be attacked more effectively. I 

would like to address three of these factors--technological 

growth, government regulations, and human resources. Let us 

consider the problems they present and the cooperative efforts 

that have been made so far toward resolving them. 

Technological Progress 

Technology provides the basis for change to a nation's 

productive process which results in higher productivity. 

Technological progress works through a process that starts with 

research and development (R&D), then uses R&D results for in- 

novation, and finally culminates in new capital equipment and 

processes which incorporate the benefits of R&D and innovation. 

All three aspects of technology--R&D, innovation, and 

capital investment--unfortunately have suffered declines or 

stagnation. Fortunately, the news media and others have 

aroused an awareness of this decline. 

Because of this awareness, reversing the nation's declin- 

ing technological structure is an issue that has received much 

attention, and it appears that some needed changes are coming 

into being. 

One of the first and foremost is reversing the declin- 

ing emphasis on research. The administration has made some 

progress by increasing the funding of basic research in 

the fiscal 1980 budget by 9 percent. 
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I n  t h e  a rea  o'f c a p i t a l  i n v e s t m e n t ,  t h e  a d v i c e  and  

a s s i s t a n c e  of t h e  p r i v a t e  sector  was u n q u e s t i o n a b l y  k e y  i n  

t h e  passage of t h e  Revenue A c t  of 1978--which e n c o u r a g e s  

c a p i t a l  i n v e s t m e n t  t h r o u g h  a r e d u c t i o n  i n  corporate t a x  

ra tes ,  a n  improvement  i n  t h e  i n v e s t m e n t  t a x  c red i t ,  and  a 

r e d u c t i o n  i n  t h e  c a p i t a l  g a i n s  t a x .  

Even more d i r e c t l y  i n  t h e  a r e n a  of c o o p e r a t i v e  e f f o r t s ,  

s e v e r a l  a g e n c i e s  h a v e  p r o g r a m s  t h a t  a re  w o r t h  n o t i n g .  

T h e  D e p a r t m e n t  of Commerce h a s  d e v e l o p e d  a number o f  

approaches t o  h e l p  p r i v a t e  s ec to r  p r o d u c t i v i t y .  The domestic 

p o l i c y  r e v i e w ,  i n i t i a t e d  a y e a r  a g o ,  s p e c i f i c a l l y  ca l led  

o n  p r i v a t e  sector " e x p e r t s "  f rom o u t s i d e  W a s h i n g t o n  t o  dea l  

w i t h  t h e  a p p a r e n t  slowdown i n  i n d u s t r i a l  i n n o v a t i o n  i n  t h e  

U n i t e d  States .  

Commerce's C o o p e r a t i v e  T e c h n o l o g y  P rogram i n t e n d s  t o  u s e  

a s i m i l a r  approach. W i t h  t h e  D e p a r t m e n t  o f  Commerce a c t i n g  

as a c a t a l y s t ,  researchers i n  i n d u s t r y  and  academia w i l l  be 

b r o u g h t  t o g e t h e r  t o  r e s o l v e  common t e c h n o l o g i c a l  problems i n  

order  t o  h e l p  speed u p  t h e  i n n o v a t i o n  process. The k e y  mech- 

a n i s m  i n  t h i s  p r o g r a m  would  be t h e  e s t a b l i s h m e n t  of cooperative 

t e c h n o l o g y  c e n t e r s ,  by j o i n t  a c t i o n ,  as n o t - f o r - p r o f i t  cor- 

p o r a t i o n s  t o  c a r r y  o u t  R&D and i n n o v a t i o n .  For e x a m p l e ,  a 

proposed "Footwear C e n t e r "  would  p r o v i d e  t e c h n o l o g y  e v a l u a t i o n  

and  t r a n f e r ,  t e c h n i c a l  s e r v i c e s ,  and  c e r t a i n  k i n d s  o f  research 

f o r  t h e  footwear i n d u s t r y .  



. .  

A n o t h e r  example :  Some D e p a r t m e n t  o f  Ene rgy  c o o p e r a t i v e  

p ro j ec t s  are showing  promise toward i m p r o v i n g  coal e x t r a c t i o n  

p r o d u c t i v i t y .  The D e p a r t m e n t  a n d  p r i v a t e  c o m p a n i e s  a r e  work- 

i n g  t o g e t h e r  t o  d e v e l o p  a s h a f t  b o r i n g  m a c h i n e  wh ich  w i l l  

i m p r e s s i v e l y  r e d u c e  t h e  time r e q u i r e d  t o  b r i n g  a mine  i n t o  

p r o d u c t i o n .  

Such  c o o p e r a t i v e  e f f o r t s  a r e  i n  t h e  r i g h t  d i r e c t i o n - - a n d  

more a re  n e c e s s a r y .  T e c h n o l o g i c a l  g r o w t h  i s  too i m p o r t a n t  t o  

t h e  N a t i o n  t o  be a l l o w e d  t o  f l o u n d e r  b e c a u s e  of t h e  c o m p l e x i t i e s  

of t h e  modern  e c o n o m i c  e n v i r o n m e n t ,  and  these c o m p l e x i t i e s  of 

t h e  modern  w o r l d  c a n  o n l y  be addressed  t h r o u g h  p a r t i c i p a t i o n  

of b o t h  Government  and  t h e  p r i v a t e  sector .  

Government  R e g u l a t i o n  

A n o t h e r  f a c t o r ,  Government  r e g u l a t i o n ,  h a s  a f a r  r e a c h i n g  

impact o n  o u r  economy. I t  is e s s e n t i a l  t h a t  r e g u l a t i o n s  be 

l i m i t e d  t o  t h o s e  t h a t  are n e c e s s a r y ,  and  t h a t  i n  t u r n  t h e y  be 

a s  c o s t - e f f e c t i v e  as p o s s i b l e .  T h e r e  is  a n  i n c r e a s i n g  aware- 

n e s s  bo th  i n  C o n g r e s s  and  i n  t h e  execut ive b r a n c h  t h a t  r e g u l a t i o n  

has in many cases gone too f a r .  

Between t h e  end  of t h e  1 9 6 0 ' s  and  t h e  m i d - l 9 7 0 * s ,  26 new 

r e g u l a t o r y  a g e n c i e s  were c r e a t e d  t o  dea l  w i t h  s u c h  p r i o r i t i e s  

as c l e a n i n g  and  p r o t e c t i n g  t h e  e n v i r o n m e n t  and  e n s u r i n g  

a s a f e r  a n d  more h e a l t h f u l  w o r k p l a c e .  

S e v e r a l  l o n g  o v e r d u e  steps were t a k e n  r e c e n t l y  t o  r e f o r m  

t h e  r e g u l a t o r y  process t o  improve  p r o d u c t i v i t y .  On March 2 3 ,  

9 



. .  

1 9 7 8 ,  t h e  P r e s i d e n t  e s t a b l i s h e d  p r o c e d u r e s  t o  improve  c u r r e n t  

and  f u t u r e  g o v e r n m e n t  r e g u l a t i o n s  by  r e q u i r i n g  e a c h  a g e n c y  

t o  d e t e r m i n e  i f  t h e  d i r e c t  and  i n d i r e c t  e f f e c t s  o f  a r e g u l a t i o n  

h a v e  b e e n  c o n s i d e r e d  and t h e  l eas t  burdensome of a c c e p t a b l e  

a l t e r n a t i v e s  h a s  b e e n  c h o s e n .  

A t  t h a t  t i m e  t h e  P r e s i d e n t  a l so  e s t a b l i s h e d  a R e g u l a t o r y  

A n a l y s i s  Review Group t o  examine  major r e g u l a t o r y  po l ic ies  i n  
r ,  . 
I 

terms of n a t i o n a l  g o a l s .  The g r o u p  i n c l u d e s  r e p r e s e n t a t i v e s  

from t h e  C o u n c i l  o n  Wage and  Price S t a b i l i t y ,  t h e  C o u n c i l  of 

Economic A d v i s e r s ,  O f f i c e  of Management and  B u d g e t ,  and  11 

economic  a n d  r e g u l a t o r y  a g e n c i e s  i n c l u d i n g  t h e  E n v i r o n m e n t a l  

P r o t e c t i o n  Agency and  t h e  D e p a r t m e n t  of Labor. 

I n  October 1 9 7 8 ,  a n  i n d e p e n d e n t  o r g a n i z a t i o n  was e s t a b l i s h e d  

c o n s i s t i n g  o f  r e p r e s e n t a t i v e s  f r o m  35 r e g u l a t o r y  a g e n c i e s .  T h e i r  

r o l e  is  t o  e n c o u r a g e  a g e n c i e s  t o  work t o g e t h e r  t o  develop more 

e f f i c i e n t  r e g u l a t i o n s  and  e l i m i n a t e  those t h a t  a re  o v e r l a p p i n g  

and  i n e f f i c i e n t .  The C o u n c i l  w i l l  a l so  at tempt  t o  compare t h e  

cos t s  o f  r e g u l a t o r y  c o m p l i a n c e  w i t h  a n t i c i p a t e d  b e n e f i t s .  

I n  i t s  l a s t  s e s s i o n ,  t h e  C o n g r e s s  a l s o  d i s p l a y e d  h e i g h t e n e d  

c o n c e r n  a b o u t  t h e  c o n s e q u e n c e s  of r e g u l a t i o n s  and  is  a c t i v e l y  

c o n s i d e r i n g  r e g u l a t o r y  r e f o r m  l e g i s l a t i o n .  

Government  o f f i c i a l s  mus t  bear i n  mind t h a t  r e g u l a t i o n s  

c a u s e  i n d u s t r y  t o  c h a n n e l  r e s o u r c e s  from other  p u r p o s e s  t o  meet 

t h e  goa ls  e s t a b l i s h e d  by t h e  r e g u l a t i o n s .  R e s o u r c e s  u s e d  t o  
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comply with regulations cannot be used to invest in new plants 

and machinery. According to the lastest annual report of the 

Council on Environmental Quality, the costs of complying with 

environmental regulations, measured in dollars of constant 

purchasing power, will rise from $19 billion in 1977 to $52 

billion in 1986. Additional scores of billions will be re- 

quired for occupational, transportation, and consumer health 

and safety, and for energy conservation regulations. 

The effects of using such large amounts of resources can 

be substantial for individual firms and for the economy as a 

whole. There is no question that resources channeled away 

from investments in new plant and equipment can affect the 

growth of national productivity. This is why more must be 

done to ensure that regulations are cost-effective and applied 

only where they are needed. This will require industry co- 

operation not only to collect needed data but to be sure that 

differing points of view on the impact of regulations are 

considered. 

Human Resources 

Finally, there is also the very important factor of the 

motivation of the work force. Our human resources are the 

driving force behind changes for productivity improvement. 

We have learned the hard way that any program designed to 

apply technology to the workplace must have the enthusiastic 

cooperation and participation of the people involved. Efforts 

11 
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to meet the expectations of workers for better working conditions 

and to make more effective use of their ingenuity and creativity 

represents one of the significant opportunities for productivity 

improvement . 
There is growing evidence that a significant proportion of 

American workers believe that present forms of work organization 

underutilize their skills and abilities. They perceive their 

jobs and working conditions as restrictive with little 

opportunity to influence or improve the way the work is done. 

In fact, worker dissatisfaction is at the highest point in a 

decade according to the most recent study published this year 

by University of Michigan's Survey Research Center for the 

Labor Department. Never before have American workers been so 

well paid, and yet so discontented in their jobs as they are 

today. 

America's work force has been transformed over the past 

two decades by a rapid influx of millions of young workers, 

including many women. Young, educated, and ambitious, this 

new breed of workers has come to expect good wages, fringe 

benefits, and a voice in their work. It is clear that manage- 

ment must update its labor relations policies to deal with the 

current work force. Several firms already are responding 

with programs to enhance worker participation. They cover: 

labor-management committees, quality of work life projects, 

. .  

12 



'. . ' 

alternative work schedules, gain sharing plans, and employee 

ownership plans. 

Labor-management committees appear to offer a significant 

potential in achieving the twin objectives of greater produc- 

tivity and worker satisfaction. Joint committees meeting 

regularly between negotiating periods provide a forum for ex- 

changing information about the organization and for drawing 

more fully on the ideas of employees and unions on improving 

the operation. By determining common interests they help solve 

problems on a rational basis and create a favorable climate for 

consideration of problems of productivity, quality, waste, 

absenteeism, morale, and energy conservation. 

There are several examples of government working with 

industries to develop joint committees. The Chicago Con- 

struction Coordinating Committee was established in 1973, 

with Department of Labor funding, to help improve productivity. 

Similar committees have been established in San Francisco and 

Kansas City. In the men's clothing industry, the clothing and 

textile workers union and,the clothing manufacturers' association 

decided in 1977 to develop 'programs of research, education and 

training to improve the competitiveness of their fragmented 

industry. The Departments of Commerce and Labor and the National 

Science Foundation have provided funds to support the effort. 

1 3  
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The Federal Mediation and Conciliation Service has also provided 

a major Feder-a1 impetus in establishing labor-management com- 

mittees. The potential for this type of formal cooperation 

is believed to be much greater than the small number of cases 

now recorded. The former National Center for Productivity 

functioned effectively as a catalyst in the formation of a 

number of these committees. Because of the potential, there 

continues to be a need for the Government to act as a catalyst 

in this area. Last year, Congress enacted the Labor-Management 

Cooperation Act of 1978 to encourage wider application of the 

concept of joint consultation. The act enlarges substantially 

the resources now available to provide information and technical 

assistance and conduct research and demonstration programs. The 

act assigns responsibility for carrying out its provisions to 

the Federal Mediation and Conciliation Service. 

* * * * *  

As you can see from the examples, there are efforts that 

represent a positive step to improve technological growth, 

capital investment, and human resources. Unfortunately, these 

efforts are not integrated and coordinated, ana further, no 

overall plan exists for attacking these issues in a systematic 

and effective manner. 

the more important actions within the Federal Government that 

should be taken to make these efforts even more cohesive and 

effective. 

, .  

I would like now to highlight some of 
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THE FEDERAL G-OVERNMENT 
SHWLD-DO MORE TO IMPROVE 
NATIONAL PRODUCTIVITY 

Although the Federal Government is already heavily in- 

volved in the economy and in national productivity issues, it 

should establish a formal program to make the effect of its 

involvement more positive and encouraging to productivity 

improvement . 
A Federal program to improve national productivity is 

needed and should include the following 10 functions. 

1. Develop periodic assessments to determine the nature 

and extent of public and private sector productivity 

problems. 

2 .  Act as a facilitator in bringing together various 

groups on neutral ground to discuss widespread 

industry productivity problems. 

3 .  Operate a productivity clearinghouse to provide 

national and international data and information 

on various aspects of productivity to all sectors 

of the economy. In particular, we need to provide * .  

private industry with more information on develop- 

ments in foreign countries that may be applicable 

to the United States. 

4. Provide for a special analysis of the Federal 

budget to document where funds to enhance 

15 



productiGity are being spent and help identify 

gaps, duplication, and overlapping programs in 

the Federal productivity effort. 

5. Develop a periodic assessment of the productivity 

impact of fiscal, monetary, tax, and regulatory 

policies on the private sector. This assessment should 
- 7  

be made by the Joint Economic Committee of the Congress, 
7 r 

the Council of Economic Advisers to the President, 

and the Federal Reserve Board. 

Take the lead in developing improved and acceptable 

measures of productivity. Current productivity 

statistics do not adequately reflect the role which 

capital investment, improved technological processes, 

and innovation can play in improving productivity. 

In addition to better overall economic measures, 

more attention is needed on the company level 

where the measures can be used to help improve 

productivity. 

Adopt policies which will stimulate private 

sector productivity-improving investments through 

tax and other incentives and greater support for 

research and development. The Revenue Act of 1978 

is a step in the right direction, but more change 

is needed in this area. 

6. 

7 .  
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9. 

10. 

Promote the establishment of labor-management 

comniittees. 

Provide new and better ways for measuring 

the costs and benefits of both existing and 

future regulations which can affect productivity. 

And, finally, the Federal Government should 

accelerate its efforts to measure and improve 

productivity within the Federal Government 

and take a strong leadership role in assisting 

State and local governments to reduce their 

costs through improved productivity. 

This ten-point program should be led by a statutory body 

consisting of representatives of Federal agencies that have 

productivity-related missions. Its major task would be to 

develop a national productivity plan to guide Federal efforts 

for improving private sector productivity. There s h o u l d  also 

be an external advisory group reporting to this body made up 

of representatives from industry, labor, and the general 

public. This advisory group would suggest particular pro- 

ductivity issues it believes should be addressed. 

I recognize that the administration established a National 

Productivity Council after the National Center for Productivity 

and Quality of Working Life was disbanded. However, this 

Council lacks the strength of a statutory body, has virtually 

no staff, and does not appear to be a policy-making group. 
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I b 
CON C LUS I ON * 

a 

It is evident that there is much the Federal Government 

can, should, and, in fact, must do to increase productivity. 

As I say this I fully realize that ultimate improvements in 

national productivity growth must be the cumulative result 

of cooperative actions by individual business enterprises, 

industries, communities, and institutions throughout the 

United States. 

This principle of cooperation has been recognized by every 

other industrial nation--they understand the critical role of 

productivity in meeting their national objectives and for many 

years have had extensive national programs to promote produc- 

tivity. These countries have found ways to achieve close 

harmony among Government, industry, labor, and academia 

in attacking productivity problems. Foreign productivity 

centers have been successful primarily because they have 

accurately gauged and met the needs of the private sector. 

Perhaps one of the best examples in our country of how 

Government-business cooperation can help improve productivity 

may be found by examining how the Department of Agriculture 

has worked with American farmers to create the most productive 

agri-industry in the world. 

This example of cooperation between the U.S. Government 

and the private sector is a strong precedent for Government 

to provide the framework and the incentives within which 
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t h e  e n e r g i e s  of Amer ican  know-how a g a i n  may be u n l e a s h e d  a n d  

allowed t o  a t t a i n  remarkable success. T h i s  is t h e  p a r t n e r -  

s h i p  t h a t  n e e d s  t o  be renewed  t o  improve  o u r  p r o d u c t i v i t y  

g r o w t h  a n d  s t r e n g t h e n  o u r  economy. 

We a re  f o r t u n a t e  t o  h a v e  a g r o w i n g  n e t w o r k  of r e g i o n a l  

p r o d u c t i v i t y  a n d  q u a l i t y  o f  w o r k i n g  l i f e  c e n t e r s  wh ich  are 

d o i n g  a n  e x c e l l e n t  j o b  a t  t h e  g r a s s r o o t s  l e v e l  i n  i m p r o v i n g  

p r o d u c t i v i t y .  T h i s ,  however ,  i s  n o t  enough .  

What w e  s u r e l y  lack i s  a s t r o n g  f o c a l  p o i n t  w i t h i n  t h e  

Government  f o r  n a t i o n a l  p r o d u c t i v i t y  improvement .  Such  

a foca l  p o i n t  i s  n e e d e d  t o  d i r e c t  Federal  a c t i v i t i e s  and  t o  

improve  c o o p e r a t i o n  b e t w e e n  t h e  p u b l i c  and  p r i v a t e  sectors. 

Bo th  need  t o  r e a l i z e  t h a t  a c o o p e r a t i v e  e f f o r t  i s  i n  t h e i r  

bes t  i n t e r e s t  as wel l  a s  i n  t h e  i n t e r e s t  o f  t h e  c o u n t r y  a s  

a w h o l e .  W e  m u s t  develop a s e n s e  of p a r t n e r s h i p  b e t w e e n  

b u s i n e s s  and  Government  t o  i n c r e a s e  p r o d u c t i v i t y  and  s t r e n g -  

t h e n  o u r  economy. 
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