The Great Workplace Productivity Challenge

Why are unions getting so involved with productivity issues these days? There are several reasons. The CTU has argued for many years that we need to build a high wage, high skill, quality economy. It is clear to us that this means we need to have high productivity also. Another reason for our involvement is that unions do not just confine themselves to pay issues. Historically, people in unions want a say about workplace, industry and wider economic and social issues. So we recognise that workers have the right to have their say about productivity and other workplace issues, and also that improved productivity has the potential to benefit workers. We want to see improved productivity based on creating value and ensuring it is shared.
But we also are aware that workers strongly resent many methods of productivity improvement. High labour productivity (more output per hour worked) can be achieved in ways that benefit workers – but also in ways that increase workloads, reduce the number of workers, induce workplace injury and so on. 

Involvement in productivity issues does not replace the requirement for unions to campaign on wages. The benefits of higher productivity are often captured exclusively by managers and shareholders and workers are left out. We can see this risk by what has happened in the last few years where profits rose significantly by 44% from 2001 to 2004
 but wages increased by less than 10% in the same period. 
Workplace productivity can be viewed through a number of workplace issues. 

An example of this is the seven drivers developed by the Workplace Productivity Working Group in 2004 which both Business NZ and the CTU participated in. 

The drivers are:

· Building leadership and management capability;

· Creating productive workplace cultures;

· Encouraging innovation and the use of technology;

· Investing in people and skills; 

· Organising work;

· Networking and collaborating;

· Measuring what matters.

These drivers are a fairly obvious list. But they provide a useful way of getting to concrete and relevant workplace issues rather than debate productivity measures in the abstract. The drivers are also applicable in the service sector, public sector and other areas where specific out puts are harder to measure.

Labour productivity is output divided by hours worked. In the overall economy that is GDP divided by hours worked. But we know that there are many factors that can influence this equation. For instance, strong employment growth (all other things being equal) can mean lower productivity. This means that although higher productivity is important, it does not sit in isolation to other important objectives.

The CTU also recognises that labour productivity and multi-factor productivity is not just about the workplace. Unions will therefore advocate policy positions on broader issues that impact on productivity  – energy policy, broadband, depreciation, tax policies and so forth. 

Much has been written about worker and union involvement in productivity issues. The research set out below shows that:

· Employee involvement can increase productivity.

· Although, employee involvement can have an effect on its own, it is much more likely to improve productivity when combined with other initiatives (such as use of technology).

· The “low road” of cost minimisation, low wages, low investment, casual labour might produce a very short-term advantage for some employers but it cannot underpin sustainable productivity improvements and results in a legacy of low investment in capital, and negative workplace relationships.

· Higher unionisation can lead to higher wages, more investment in capital and higher productivity.

· Higher levels of unionisation combined with high involvement can lead to higher rates of productivity growth than in situations of non-unionisation and high involvement. However, it is the nature of union involvement rather than the presence of a union that is important in respect of productivity.

The CTU is a strong advocate of “employee involvement” or workplace participation. This does not mean we are saying that costs do not matter, or that firms can be run entirely by seminars and discussion groups. We acknowledge also that there are firms in New Zealand today which are trying to maximise employee involvement. But we believe that there is tremendous productive potential in the workforce that is wasted simply because the work environment, and workplace relationships, do not foster the opportunities that are there.

There is a huge literature on “employee involvement”. Appelbaum and Batt
 noted increasing evidence that innovations which transformed workplace practices result in substantial improvements to firm performance both in terms of productivity and quality. Freeman and Rogers estimated in 1999 that workplace transformation efforts which increased employee participation result in productivity increases of between 2% and 5%. 
A survey of  1567 employers and 1275 employees commissioned by Investors in People UK identified a number of barriers to productivity improvements including lack of training; lack of positive feedback; incorrect level of resourcing; stress; lack of development opportunities; lack of balance between work/life; low ICT investment and lack of financial incentives. 
Buchele and Christiansen
 found that many of the basic factors of productivity growth - the pace of innovation in technology and the labour process, the rate of growth of capital per worker, and the development of workers skills including general problem solving and integrated skills depends crucially on the cooperation and effective participation of workers.  Due to their first-hand experience and strategic position in the production process, workers are in the unique position to contribute improvements in technology and work organisation that raise labour productivity.  However, their cooperation depends on the feeling that they have a secure stake in the long-term success of the employer.  They need to feel that they are treated fairly and also trust that their employer will continue to treat them fairly in the future.
Black and Lynch
 found that establishment practices that encourage workers to think and interact in order to improve the production process are strongly associated with increased firm productivity.
Research on the effects of the Employment Contracts Act on productivity also shows that a lot of damage was done to not only wages but the ability to lift productivity on a continuous basis. According to a NZ Treasury paper
 that wage levels fell from roughly comparable to Australia in the 1980s to 60% of their level by 2002 and that "with labour relatively cheaper in relation to capital than in Australia, it appears that New Zealand firms have opted for a lower level of capital intensity". In fact between 1992 and 1996, the relative price of labour to capital fell by 22%.  This was not the way to increase productivity. 

There is also quite a large literature about the role of unions in relation to productivity. One of the main arguments is that unions act as a “voice” for workers and this has a positive effect on productivity. But Freeman and Medoff, the authors of the study in 1984 What do unions do? said that “unionism is neither a plus nor a minus to productivity. What matters is how unions and management interact at the workplace”. 
Black and Lynch examined the impact of workplace practices, information technology, and human capital investment on productivity. They find that it is not whether an employer adopts a particular work practice but rather how that work practice is actually implemented within the establishment that is associated with higher productivity. 
An interesting aspect of the Black and Lynch study is that they found that unionisation combined with innovative work practices delivered higher levels of productivity growth (20%) than non-unionisation with low involvement (base), non-unionisation with high involvement (11%) and unionisation with low involvement (minus 15%). This is a very significant finding that reinforces the Freeman and Medoff argument that unions can play either a positive or negative role in relation to productivity.

The CTU wants unions to have a positive role in relation to productivity. But there are conditions. This involvement is not a substitute for our continued advocacy for high wages. Nor does it presuppose a formulaic approach to the relationship between wage increases and productivity. We also cannot see the point of engaging on productivity issues using an investment approach if employers then advocate labour market deregulation which removes security for workers. 
Also, we want workers to have the opportunity to be involved in workshops on productivity issues. The CTU has with the assistance of the Labour Department started to develop a programme of one-day workshops based on the 7 workplace productivity drivers. We are also involved through the ongoing work arising from the Hui Taumata in 2005 with a project called HANGI that models a Maori perspective on productivity issues. Unions are already using a diagnostic tool on productivity to engage in discussions with employers.
Unionists will have their own perspectives on the seven drivers and this will emerge as the drivers are discussed.
In terms of building leadership and management capability, we believe that we cannot transform the economy if owners, managers and shareholders are not prepared to invest in the building blocks for high productivity, they need to recognise the role of workplace leaders such as union delegates, and they need to foster engagement with workers.

Creating productive workplace cultures is absolutely vital in an economy reliant on more knowledge work. The greater use of tacit knowledge, the ability to withhold discretionary effort, and the low levels of worker engagement
 are all key factors. Firms cannot simply market their mission statement to workers. A positive workplace culture is more likely to arise where there is respect, acceptance of diversity, opportunities for engagement, and an acknowledgement not just of individuals but the role of collective organisation.
Encouraging innovation and the use of technology means recognising that workers will also have innovative suggestions, and that decisions on technology imply workplace change so consultation is vital. Of course technology, though necessary for modernisation and productivity enhancement also displaces workers in many cases and is therefore controversial. Unions want to see firms introducing new technology adopting an enlightened approach not just to redundancy compensation if there are job losses but to consultation with unions, retraining, skills audits, work redesign, income support and working with government (including local government) agencies to minimise the impact on workers. That means active labour market  policies to ensure there is greater security for workers and also to improve matching of any displaced workers with new job opportunities. Also, it is vital that new technology results directly in higher pay.
Investing in people and skills is about how workplaces can become learning organisations. We know that 80% of the workforce of 2015 is at work today. If we are to upskill, then workplace education and training is essential. We have developed a project for a new type of workplace representatives who can encourage learning and training opportunities, advocate for skill development and industry training, and support workmates on learning issues.  But investing in people is not just about skills. It is about the recognition that workers are an asset – not a cost.
Organising work is about how best to get work flowing, good communication, and consultation and decision-making structures. Again, workers always have ideas on how this can be improved. Unions will support work organisation that recognises the role of the union, collective bargaining, and union-based consultation.

Networking and collaborating is not just about how managers connect with others in the industry or region. It is about looking for best-practice, and also providing a basis for employer and union engagement in industry issues. We will not have strong firms without strong industries. We will not have quality public services if the networking excludes unions.
Measuring what matters for workers and unions goes beyond profit, EBIT (and all the other acronyms) and includes worker satisfaction, health and safety, work-life balance, pay and employment equity and so on. Measurement of productivity is difficult in the service sector and public service. 
So there is much to be done. Continuous improvement in productivity is a key dimension of economic transformation. And if what we are transforming to is a high wage, high skill, quality economy then we need to ensure that the process is not a top down (or the mythical trickle down) process, but a genuine engagement based on worker participation.
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