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[ believe that the human Factor and efficiency can be combined. 1
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ton, to vary their rate of work, 1o feel identification with the prodlucts,

Loy |H..'f responsibility for and also be in a position to influence their
working emvironment.

When products are made by people who find meaning in their work,

it is good for the products, good for the business, and good for
the people.
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Considerable anention has centered on
Vaolvo, Sweden's largest private industry,
ever since 1971, when radical changes
were designed into its newest factory —
an auto assembly plant in Kalmar.

By abolishing the traditional assembly line,

Kalmar made it possible for employees to
work in small groups, rotate jobs, and per-
haps find greater meaning and satistac-
tion in their daily work. Mow in full pro-
duction, the plant s working wiell,

Many of the innovations developed at
Kalmar have been successfully adapied o
older Volvo plants, 1.'.‘i'|'.HL‘|I.'i|;|.||1I.' Tordlanda,
where a mile-long assembly line was an
obstagle 1o humanizing the work environ-
ment. In il the plants, rank-and-file
waorkers have played key roles in plan-
nirg changes.

In this book, Volvo's presidem describes
changes throughout the Volvo organiza-
tion as o result of the Kalmar experience,
the philosophy behind them, and their
potential effect on the quality of induos-
trial society generally.

He emphasizes that “people, not
machines, are the real basis for the spec-
tacular growth of industry during the
twentieth century.” And looking heyond
the personal involvement of each worker,
Mr. Gyllenhammar explores the qualities
of leadership needed in the new indusirial
era, the responsibilities of business to its
many publics, and the prospecis for the
Funire of work.
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Introduction

am pleased to have the opportunity to write this in-
I troduction to Pehr Gyllenhammar’s important contri-

bution, People at Work. 1 first visited Volvo’s Torslanda
plant in August 1973, and the Kalmar facility in July
1974. The evidence was clear that significant contributions to
the restructuring of industrial life were under way.

In the period immediately prior to these years, there had
been much discussion in the United States about the infinite
boredom of factory work and many treatises written about the
“blue-collar blues.” Much of this discussion was patronizing and
intensified the suspicion in workers’ minds that they were going
to be used.

It is interesting that Pehr Gyllenhammar writes: “We talk
a lot about blue-collar work and its problems, but I think white-
collar work is the most deadly dull today.”

The first Henry Ford’s moving assembly line has brought
much good to the world. Through creating a mass-production
system, it has fostered a mass-consumption system.

It also brought much that was wrong. The assembly line
eventually led to an oppressive serf system in the Ford Motor
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Company itself, lorded over by Harry Bennett. Workers on the
line were treated as automatons, as subhumans,

Much has changed and is changing. Managers are recog-
nizing that the human clement i paramount. In this book, all
involved in the industrial process are recognized as “stakeholders,”
and, beyond that, as human beings with a priority of interest.

It is refreshing that a growing cadre of business managers, of
which Mr. Gyllenhammar is representative, i introducing into
the private-enterprise system a philosophy based on humanism
—recognition of the dignity and self-respect of the individual.
The humanistic approach guides business decisions in directions
heretofore largely neglected, vet vital 1o society’s progress if we
are to achieve the brave new world.

Undler the svstem of private enterprise, the esential purpose
of business is not =0 much to produce products or perform service,
but rather simply to make profit. And, of course, no private enter-
prise can long endure without being profitable. Pehr Gyllen-
hammar's view of the purpose of business, springing from his
humanistic concepts, expands far bevond the bounds of sheer
profit making. “What & the purpose of business?' he asks. And
he responds, “1 helieve the purpose of private enterprise is to
serve the public.”

Guided by this fundamental philosophic underpinning, his
concepts concerning a multitude of facets of work and of busines=
life take shape in a way that departs from traditional business
thought and practice.

The idea of reassessing old habits and implementing change
to meet the modern condition is the natural outgrowth of this
philosophy. One divines early that, in his view, change must not
be forced, Rather, change should evolve naturally, because so-
cially, morally, and philesophically it makes sense. Yet, he never
loses sight of the need to achieve the successful sutcome. The
bettom line on the balance sheet must be written in black ink.
It is precisely this synthesis of sound moral and human motiva-
tion with good business management that makes Pehr Gyllen-
hammar's statement both pertinent and intriguing.

In an industrial world believing firmly in the economy of
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scale—bigger is beautiful —Mr. Gyllenhammar argues that there
i a limit to the necessity and efficiency of large-sized [actories. In
a system relying increasingly on technology, he aserts that the
machine i, after all, the creation of the human being, and not
vice versa, The conclusion to be drawn, therefore, i that work
must be reorganized to suit people, and this in turmn requires
changing the technelogy that chains people to the machine. "It
is cruel ., . 1o expect people to spend more than half their work-
ing hours each day...simply acting as machine tenders” he
writes. Or, as he notes in another pasage: “Creating educated
automatons is unacceptable if you view people as adults who can
develop in a number of directions.”

His philesophy has been practically applied in both the older
and newer facilities of Volvo, No master plan guides the direction
and tempo of change; but, within the limitations of transferabil-
ity, and taking into account the varied custons, habits, and tradi-
ticns of relationships in each situation, camest effent & made to
tailor each innovation to the given circumstanees.

Reorganizing work to invelve workers mare meaningfully in
the decision-making process and to create jobs that are “human
and meaningful” & the central theme of Mr. Gyllenhammar's
writing. But his concepts reach out beyond the workplace to the
community and even the world at large. The humanistic approach
to business administration is captured in his statement: “The
most important guideline would be for a company never o con-
tribute deliberately to activities that are contrary te fundamental
principles concerning human rights.”

The company therefore must “administer the resources with
which [it] is entrusted . . . to create economic growth, taking into
consideration all the interest groups involved with the company.”
And this includes consideration not only of the stockholders and
the managers, but the customers, the suppliers, the employees,
the government, and society as a whole, It requires a code of
ethical behavior for business exccutives to abide by—baoth in their
domestic operations and their multinational operations. There is
need, therefore, for sell-examination, a review of business values
to keep up with changes in public attitudes, Businesses must be
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willing to provide the public with objective summaries of tech-
mical information available; only then can the public properly
evaluate progress achieved and projected.

Thus, Mr. Gvllenhammar advocates the wse of a “social
aundit” of the company’s operations, that is, “taking the outside
into account.” The concept of the social audit reflects back to
the philssophic precept that the purpose of business “is to help
achieve and maintain the public good.”

Pehr Gyllenhammar has set as his objective the fulfillment of
noble democratic values, not only in society in g-mﬂ:l, but in the
workplace a3 well. He wants to ‘achieve “democracy in working
life"—and that is the next step toward the consummation of the
truly democratic way of life.

In realistic terms, he describes imaginative, creative concepts
of work organization and the new technology that has been im-
plemented successfully in fulfillment of these stated objectives,
While this small volume does not describe in any direct way
warker reaction to these new managerial directions, Mr. Gyllen-
hammar depicts the success of the various programs in some de-
tail. For example, regarding the program at the plant in Olof-
strim, he notes:

® Employee turnover was cut to one-quarter the
previous auerage,

" Absenteeism dropped to one-half the previous
average.

® Recruitment of new employees became eaner.
Cuality of product improved.
® Laber productivity was maintained,

It iz equally important to node that “profitability wis main-
tained.”

Fundamental to Pebhr Gyllenhammar's philosophy of good
management & the expresed beliel that each individeal has a
right to have a job; has a right to self-respect in his or her waork;
has & right 1o “good work,” work that ® “human™ and “mean-
ingful,” in & circumstance that permits workers to have “as mich
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control as possible aver their working lives”; and has a right to
“decent pay.”

The question is: Does it work? The answer has to be, yes,
And not just in Sweden, which is remarkable for its highly
sophisticated and mature labor movement, both blue-collar and
white-callar.

This book does rot offer a ready blueprint. As Pehr Gyllen-
hammar writes: “There are no experiments, There 15 no single
solution,”

The magic is the identification of “stakeholders™ and free
human beings,

Bevond doubt, traditionalists in management will look on the
ideas expressed in this volume with a jaundiced eyve. But Pehr
Gyllenhammar has stirred the winds of change. He represents the
challenge of the present and the future in business management
and in labor-management relations,

March 1977 Leosann Wooncock
President, International L'nion,
United Automabile, Aerospace,
and Agricultural Implemeni
Warkers of America [UAW )
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Preface

| n 1969, I wrote my first book and called it, Toward:

the Turn of the Cemiury, At Random. Its purpose

was o express concern about the way our politicians

handle our future. In democratic systems politicians
are elected for a limited period, so one of their natural preoccupa-
tions is ensuring their own reelection, But as our societies grow
mare complex, problems cannot be solved unless one takes a long-
verm view. The politicians tend to give top priority to the short-
term issues. Therefore, 1 expressed concern that problems crucial
to humankind are being neglected,

In 1973 my second book, T Believe in Sweden, was pub-
lished. I expressed opposition to those who saw government in-
tervention as generally detrimental to society and suggested that
the Swedish system was well designed and functioned smoothly
because of good “engineering” and because our society was less
complex than others. The country’s small and homogencous pop-
ulation was an advantage. My own attitude wowards the Swedish
syatemn was positive, but 1 expressed concern that it had become
so elaborate that too little was being left 1o the individual, the
major driving force behind the country’s healthy development. 1

could also see tendencies toward arrogance in the way our public
administration viewed people’s demands,

Demacratic societies in the industrialized world are growing,
not only in size but alio in complexity. Along with better living
standards and education come higher aspirations for the individ-
ual. Thewe aspirations impose certain redtnictions on the activities
of our institutions, including corporations, This makes manage-
ment a more delicate job, New stakcholders anse alongzde the
traditional ones. To maintain a balance between all the different
stakeholders has thus become one of the major responsbilites of
any manager or busines leader in today's world. Like others in
my pazation, I have had to give a great deal of thought to the pre-
conditions for corporate life and how one can possibly solve the
increasing number of potential conflicts. Because it might be use-
ful to share my experiences with others, I have brought them
together in this book.

Most people find it easier to deal with such subjects as new
orgamzational structures and production schemes in abstract
terms rather than in concrete descriptions, The obvious reason is
that these things have been discussed a grear deal, but few have
actually been put into practice. Because I have scen too few ex-
amples in the hterature of work in this area, 1 have structured my
book to restore some balance to the discussion of corporate de-
velopment. Even so, the number of pages dealing with production
methods and organization development should not be interpreted
as meaning that [ consider this area of corporate activity to have
overnding im

One group of stakeholders whose interests have become more
prominent in recent years are the employees. Because of this de-
velopment, and because I have found that human resources are
our most important asset, it is natural that people should play a
key role in this book.

ACENOWLEDGMENTS

My Swedish publiher Timo Kimekull of Askild & Kirnekull
tempted me and encouraged me o write a book for Swedish
readers in 1973, He is one of the few people 1 know who could
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persuade me to do something that 1 originally did not want to do.
His American friend and colleague, Warren Stone, is another one
of the few. He persuaded me to write a new book for American
readers. | am deeply grateful for Warren's encouragement.

I have a great deal to do, without using my time to write
books, although 1 do write anyway as a stimulus during my free
time. Mancy Fov, a freelance joumnalist, is a close friend who has
taken a decp interest in some of my work, When [ asked Nancy
for advice on my writing a book, she offered her assistance. Only
for that reason did T decide to go ahead, Nancy has collected,
studied, and evaluated all my fragmented material and helped
me to make a book out of it Mutual understanding and {riend-
ship have been the basis of the task, What may not be good is
my [ault and what is acceptable is to Nancy's credit. The thinking
iz something for which 1 take all the responsibility,

My associates Margareta Enksson and Gun Fornmark man-
age me anyway, Getting this book off the ground has been no
exceplion.

Two of my colleagues see it as their job o crticize my job,
This is fine, and good for survival, S0 1 gave the manusript to
Bo Ekman and Berth Jonson, Their advice has been very useful,

My wife Christina still thinks that I am talented and that 1
have my future made, although she does not see this book as any
indication thereof, She has inspired me to write some esential
revisions,

Gothenburg, Sweden PGG
March 1977
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cople, not machines, are the real basis for the spectacu-
lar growth of industry during the twenticth century.
Yet when we talk about the technological world teday,
we tend to give credit to the products, not the people:

® “The march of technology has created systems
of unbelievable complexity . . .7

® “The computer made a mistake in my electric
Bl

® "“The automobile has changed the way we
live ...

® “He owes his life to the kidney machine .. ["

® “AMultinationals are not accountable to
povernment "

We hear statements like these every dav, But when & mien-
tion made of the many people involved in these advances? Each
technologist contributed a little in his or her own specialty, and
the sum of all their efforts, responding to our needs, was the
march of technology, The systems of unbelievable complexity
are the creation not of technology but of individual svstem de-
signers. It was not the computer that made the mistake in an
clectricity bill but the designer, the programmer, or perhaps the
perzon who read the meter or typed in the reading. The same
designer or programmer might ako be responsible for the come-
puterized intensive=care unit in & hospatal, The people who made
the kidaney machine and the nwedical technician who runs it are
the anes who should get credit for life saving, not the machine
il

Similarly, the automaotive age didn’t just spring upon us out
of nowhere, Today's car is the product of designers, car builders,
production engineers, dealers, and many more, responding to
what they believe are the demands of customers. The huge com-
panies we know as multinationals are also made up of individu-
als. They have grown up from small ventures, started by indi-
vidual entreprencurs. Later generations of marketing specialists,
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economists, organization developers, accountants, production ex-
perts, and managers welded them together into the form we have
today,

1 am concerncd that the success of the technology, the sys-
tems, the organizations, and the companics have begun to ob-
scure the objectives their creators had in mind: improving the
lives of individuals grouped together in an even larger unit we
call “society.”

I am also concerned that developing countries, admiring the
economic success of the industrial countries of America and
Western Europe, will emulate our present patterns without ex-
ploring these underdving objectives. Thus, they may find them-
selves with all our present problems at a time when we ourselves
are beginning to question the economies-of-scale rationale.

THE INDUSTRIAL ILLNESS

In any industrialized country today more than hall the working
population still works in companies with less than fifty emplovees,
But some giant organizations are growing even larger—too large
to be comfortable for employees. The individual working in a
large modern company too often feels lost in the overall scheme,
merely a replaceable cog in the industrial system, with little or
no control over his or her own life until retirement. The same
anonymity occurs inside government, as departments grow to
cope with social problems and the growth itsell creates new social
problems. In some countrics the government employs at least
one-third of the working population, directly or indirectly.
Much of our growth resulted [rom the discovery that a larger
unit could get access 1o resources—notably capital—that were
unavailable to smaller units, We found ways to produce in lange
factories more efficiently than we could in small workshops where
& small team of workers was the basic manufacturing unit. 'We
found wavs to move our goods o more distant markets. We be-
gan to move people as well, creating new demands for products
and an intemational fow of atttudes and values, as well as what
we call “technology transfer.” In these circumstances, it is not
surprising that enterprising individuals often decided that if a
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little bigness was good, a lot of it must be better. Their decisions
gave rise to such phenomena as conglomerates, thousand-desk
offices, and mile-long assembly lines.

Like other good things, economy of scale tumed out to have
subitle limis. We begin to find today the symptoms of a new type
af industrial illness. We invent machines to eliminate some of the
physical stress of work, and then find psychological stress causing
even more health and behavior problems. People don't want to be
subservient to machines and svatems. They react to inhuman
working conditions in very human ways: by job-hopping, absen-
teeism, apathetic attitudes, antagonism, and even malicious Triks=
chief, From the worker’s point of view, this is perfectly reason-
able. The younger the worker is, the stronger his or her reactions
are likely 1o be, People entering the workforce today have re-
ceived more education than ever before in history, We have edu-
cated them to regard themselves as mature adults, capable of
making their own choices. Then we offer them virtually no cheice
in our overorganized industrial units. For eight hours a day they
are regarded as children, ciphers, or potential problems and man-
aged or controlled accordingly.

Today a new element enters the picture—permanent un-
employment. Our technical advance has been so rapid that we
can produce more with less people, just at a time when more
people are entering the job market. Workers whose jobs are
threatened in the name of “progress™ cluster together to protect
the status qua, The featherbedding situation that follows not only
hastens the demise of their organizations but also creates polar-
ized “them and us” attitudes that make it impossible to propose
retraining, work reorganization, and other approaches that might
help create new jobs and new business. The more workers try to
protect their endangered jobs, the more planners and managers
simply see their attitude as reason to design people out of the
system.

If the industrial society, with its intensive technological de-
velopment, succeeds in putting people to one side, what will hap-
pen to them and, thus, to society itself? What kind of work will
be available in the future as an alternative to the jobs that indus-
try offers today?

4 FEOPLE AT WORK
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Humane answers to these crucial questions depend on the
cultural and economic framework in which industry operates—
and on the commitment of the people making the decisions that
will affect employment in the future. Instead of doing away with
jobs, they will have to ask themselves how to make jobs bearable,
let alone satisfying and meaningful.

We need to find ways to personally involve each worker.
Management cannot be based on power. In any show of power,
the workers will “win” and management will “lose,” although
the real result is, inevitably, that everyone loses.

THE SWEDISH WAY IS BEST—FOR SWEDEN

For reasons of its own, Sweden has spent a great deal of time and
energy in the past few years looking at some of these problems
and trying to find ways, in law and in practice, to make work
more liveable and life more workable. We have stringent new
laws for job security and safety at work. A 1977 law calls for full
consultation with employees and full participation by employee
representatives in a wide range of decision making, from board-
level to shop-floor matters. Union agreements give employee
organizations the right to all financial information about a com-
pany. More important than the laws are the attitudes of man-
agers, who seem to share the conviction that greater participation
is good and necessary in spite of the discomforts of change.

Sweden is in a unique position, with a population less than
the city of Los Angeles spread over an area larger than the state
of California. The country is more dependent on its success in
world markets than many larger countries. The population is
fairly homogeneous, mainly Nordic, and this gives rise to a co-
herent culture in which social change can be effected more swiftly
than it can in places like Britain or the United States which have
more heterogeneous populations and many different cultures
within their borders.

Industrially, Sweden’s situation is quite different from, say,
that of the United States. While the United States has a pool of
unemployed that, in effect, masks manpower problems from
management, Sweden has relatively full employment, and is to
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some extent dependent on ‘“‘guest workers” from such countries
as Finland and Yugoslavia. Sweden and the United States,
though, have a similar need today to involve people in their
work in order to achieve better productivity. Sweden has its
labor laws, a body of practice, a union/employer structure, and
an entire industrial culture based on cooperative rather than con-
tentious models. Blue-collar union membership is around 90 per-
cent, and wage agreements are worked out from a national per-
spective.

The United States model is based more on arm’s length
negotiations, competing unions, and much lower union member-
ship. However, both countries have fairly streamlined union
organizations in any specific factory, and both have clear-cut
ways of communicating with the unions, with relatively strike-
free results overall.

One of the problems both countries share is employee absen-
teeism, but a major difference between the two is that Sweden
experienced the problem sooner and has treated it as a more seri-
ous matter. Many United States companies, on the other hand,
consider it unimportant in view of the millions who wait hope-
fully for jobs. This difference deserves attention because I believe
it is fundamental to understanding the difference between Swed-
ish and American attitudes towards employee participation.

Employee turnover problems in Sweden became noticeable
towards the end of the sixties, at a time when there were other
indications of social change as well. Compulsory education had
recently been raised from seven to nine years. The student uproar
that prevailed in other parts of the world surfaced in Swedish
universities as well. Such issues as preserving the environment
and improving working conditions began to gain more public
attention. People became more mobile in their employment than
they had ever been before. Employee turnover peaked in 1970 at
up to 50 percent in certain metropolitan industries. This was
the exception, not the norm, but it was a strong indication that
things were going wrong. High mobility not only causes problems
of recruiting and training, it also indicates a growing disaffection
with work. People tend to go on strike or express grievances about
matters that have to do with money, but the things that really
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frustrate them at work tend to concern working conditions of a
subtler sort. You don’t go on strike if you get bored with your
job. You just leave the job, or give yourself a holiday. The ad-
vances Sweden had made in social benefits meant that workers
could do this with very little financial penalty; our unemploy-
ment and sick-pay benefits are among the highest in the world.

When our problems were at their peak, I visited a few col-
leagues in the United States and asked them about job-hopping.
“No problem,” was the usual answer. I was amazed, especially
after I had visited some United States plants. Their work pat-
terns were pretty similar to ours in Sweden at the time—turning
out the same products in the same assembly lines, day after day,
year after year, using the same procedures, being measured and
controlled by the same sophisticated systems. It was clear that the
American workers had the same problems our workers had. The
main difference was that the American managers didn’t perceive
it as a serious problem. America was accustomed to greater mo-
bility anyway, and, after all, managers reasoned, they could
train people and put them on simple jobs so quickly that the
turnover figures didn’t matter, although planning was a nuisance
for plant managers.

A closer investigation showed that some American plants I
visited had turnover figures similar to Sweden’s—which meant
that, at the worst, half the employees left every year. To me this
seemed horrifying—that the average worker would feel the need
to change jobs at least every two years. I'm still convinced that
boredom is a major problem. The conventional system carries
within itself the seeds of its own collapse, even though the differ-
ent labor availability changes the perspective for managers out-
side Sweden.

Management attitudes notwithstanding, it is a basic human
fact that if you raise people’s expectations and then disappoint
them often enough, for long enough, they will grow angry. And
this is what we are doing. By its nature, routine factory work has
no correlation with what we seem to offer people in the educa-
tional system. Until they are eighteen or so, students are en-
couraged to learn about ideas, sciences, history, literature, lan-
guages, art, and music and to develop some job related skills as
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well. Many go on to university with the idea that it will improve
their job chances. Then from eighteen, or twenty-two, to sixty-
five, we expect them to do exactly the same thing for eight hours
a day, minus coffec breaks, sick leave, holidays, and strikes.

Creating educated automatons is unaceeptable il vou view
people as adults who can develop in a number of directions—as
human beings with enormous potential. Given this view, which
I hold strongly, it & cruel 1o the individuals and wasteful to soci-
ety to expect people to spend more than half their waking hours
each day without stimulus of any sort, simply acting as efficient
machine-tenders, In spite of the differences between Sweden’s
culture and that of other industrial countries, to a large extent
governments share the basic premise that their citizens are adules,
Thus, to some extent, other countries will have to cope with the
same problems,

THE VOLVO EXPERIENCE

Just as Sweden's situation differs from that of ather countries, o
does Volvo's differ from other companies, The events at Valvo's
factories need to be seen in that perspective,

Volvo is by international standards a medium-sized company
today, but in its home country, Sweden, it is a large company.
Ranking between sixtieth and seventieth in the list of non-United
States companies, Volve's share of the world automative market
is small, just over | percent. However, the company derives 70
pereent of itx sales from outside Sweden and accounts for be-
tween 8 and 9 percent of Sweden's total expore.

When they started the company in 1927 in Gothenburg,
Sweden, Volvo's founding fathers assumed that Sweden’s engi-
neering capability would help the company take a share of the
rapidly growing market for automotive transportation. They
based their company on a strong commitment to quality. In
spite of limited exports, their venture grew as Sweden developed
into an industrialized country,

Armed with a workforee that was stable, competent, and
hard working, Volvo entered 4 new phase in the late ffties by in.
creasing its export potential dramatically, The company decided
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to enter the important United States market, and also established
spearheads in Europe. In the fifties, cams accounted for more
than 70 percent of sales and B0 percent of profits, but the product
line grew to include trucks, buses, industrial machines, farm
equipment, marine engines, and jet turbines for the Swedish Air
Force. By the late sixties, the company had become an interna-
tionally oriented organization, with new subsidiaries in Europe
and bevond, and important manufacturing facilities within the
Common Market, nodably in Belgium.

Throughout the sixties, the Volve organization was tightly
centralized, controlled by the president in a three-man executive
committee, assisted by a large head office staff. Then, in 1969,
the company introduced a more decentralized structure to give
mare stature and resources o products other than passenger cars.
Subsidiary companies outsicde Sweden continued to report to the
member of the executive committee responsible for marketing.

Like other auto manufacturers, Volve had a production sys-
tem that was technically oriented and planned in detail, using
the system of Methods Time Measurement (MTM ). The labor
unrest that became visible in 1969 made it necessary to adapt
pmductmn control to changing attitudes in the work farce,

To increase export and build further volume and profit in
the non-car divisions, Volvo went through a major reorganiza-
tion in 1972, Headquarters was cut from 1800 to 100 people;
most of the former headquarters people went into profit centers
offering consulting and services. Each major product group be-
came an independent division, and all major market units became
independent profit centers within the divisions. The new organi-
zation took on a much maore international flavor, recognizing the
fact that more than 100 countries provided its imcome. To bal-
ance the income from the dominant car activities, major invest-
ments were made in trucks, buses, and industrial equipment,

The oil crisis of 1973 and the recession that followed proved
the value of the reorganization. The company emerged with a re-
duced but still healthy profit, and, for the first time, the majority
of the profit came from non-car operations.

Today Volvo is sl very much a Sweden-based company
and we intend 1o keep it that way, although investments outsicle
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the home country will become more prominent in our plans,
Today more than 80 percent of Volvo's total assets in plant and
cquipment are spread over twenty-seven communities in Sweden,
However, one-third of new investiment & international. A major
1975 acquisition was DAF Car BV in the Netherlands, now
named Volvo Car BV, Through this Dutch affiliation, Violvo has
been able 1o widen its narrow range of cars.

Although Sweden’s labor costs have become the highest in
the world, Volvo remains a profitable company. In 1974 and
1975 the company’s cash flow as a percentage of sales was one of
the three highest in the automotive industry. The corporate strat-
egy today is to add strength and reduce vulnerability by diversi-
fving within the ficld of transportation.

Chapters 3-0 describe some of the changes Volvo has made
over the past few yvears to improve conditions or emplovees. We
don’t think of the new factories at Kalmar and Skovde, or the
changes in our existing factorics, as “experiments.” The word
“expeament” implies uncertainty, a lack of determination to go
ahead, and an unwillingness w0 make a strong commmtment.
There i no time today to deal with huge problems on a mintatre
scale. We have to deal with them full scale, whether they are
problems in society or problems in working conditions.

The important thing to remember is that there s no way
back from major changes in working patterns. The Kalmar
plant, for example, i designed for a specific purpose: car as-
sembly in working groups of about twenty. If it didn't work, it
would be a costly and visible faillure, both in financial and social
terms. In that case, we would lose credibility, with our own peo-
ple as well as with those who were watching gimlet-eved from
outside. Fortunately, it worked—aquite effectively. Now we have
not one but five new plants, organized in & pontraditional way,
all gealed for 600 emplovess or less. These cost a little more o
build than traditional factories of similar size, but they are al-
ready showing good productivity. We believe productivity will
continue 1o increase because the people who work in them have
better jobe, The technical improvementz are already showing re-
sults, We hope the emplovees will continue to be maotivated to
give more of themselves, their ideas, and their creative energy 1o
the endeavor,
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When we started thinking about reorganizing the way we
worked, the bottleneck seemed to be production technology. You
can make a corporation spend almost any amount of money these
davs on marketing or sales promotion witheut any evidence at all
that the investment will buy them anvthing. If vou asked a large
corporation to cut down its advertising budgets, top executives
would feel uncasy, Perhaps the only way a company could mea-
sure the real effect of advertising would be to stop doing it—but
nobody dares, because some exccutive would be blamed if the
effects were adverse. In the same vein, traditional reasoning has
been that the present technology has a more than credible image
throughout its histery, ever since Henry Ford created the as-
sembly line for mass production of complex mechanical products,
If the present technology works, then why would a company
change it for something risky, something untried, something new?

We found what we felt were good reasons for change. Actimg
in the belief that we couldn’t really reorganize the work 1o suit
the people unless we ako changed the technology that chained
people to the assembly line, we took some steps that seemed risky
at the time—especially because they were irmeversible. In a new
factory we broke up the inexorable line to which the workers
were subservient, and replaced it with individual carriers that
move under control of the workers,

An assembly line is ewentially a set of comveyor: going
through a warchouse full of materials. The materials are the focus
of the system, not the emplovess. People are constantly having to
run after their work as it moves past their stations.

We started with the idea that perhaps people could do a
better job if the product stood still and they could work on it,
concentrating on their work, rather than running after it and
worrving that it would get beyond them. S0 we developed the
industrial carriers, each one carrving a single product. At Kalmar
the product is a car; at Skivde the product is an engine, but the
principle remains: the carriers can run around under their own
power, in lavouts that can be changed easly. The carriers move
according to the desires of the workers now, instead of the work-
ers moving to keep up with the line.

Another problem in factory life was the antisocial atme-
sphere built into the production line. People want to have some
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social contact, But in an asembly-line situation, even if the plant
iz quict, people are physically isolated from cach other. In the
noise of the traditional auto plant, people typically have to vell
over the sound of machines il they do manage to ret torether to
discuss someething. Furthermore, workers are distracted by 'il.'lh.‘
of such short duration [ perhaps thirty o sxty scconds | that they
sebdom get a chance to stop and think or talk. 5o all their social
life has to take place outside the working environment.

We decided instead to brng people together by replacing the
mechanical line with the human work group, In thi pattern, cm-
plovees can act in cooperation, discussing more, deciding among
themselves how to organize the work—and, az a result, doing
much more, In essence, our approach s based on stimulation
rather than restriction. If you view the emplovees as adults, then
vour must assume that they will respond to stimulation; if you
view them as children, then the assumption is that they need re-
striction. The intense emphasis on measurement and control in
muost factories seems to be a manifestation of the latter viewpoint.

THE VOLVO FHILOSOPHY

Several vears ago, when the decentralization and changes in our
working patterns were well under way, we decided it was time
to disseminate some informal guidelines 1o help individuals make
sure their own decisions were in keeping with our overall ob-
jectives,

The isues were discussed widely before the guidelines went
into print. Then personal letters were sent to the heads of in-
dividual units. They are responsible for knowing the contents and
passing them on maore widely.

The puidelines are subject to change as conditions change.
We published the guidelines informally to keep them from being
cast in concrete and then ignored, as so many corporate philos.
ophies are. As they presently stand, I think they have been useful.
The following subjects are covered

The company's good name The corporation has a great many
human and financial resources invested in its name, The name
reflects an image, and that image i the vague but crucial expres-
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sion of the sum of the company’s activities, ambitions, and prob-
lems. A name can become a liability, but with forethought it can
be made into an asset. The strategic guidelines thus state that the
name ‘“‘Volvo” is one of the corporation’s most valuable assets
and should be protected and enhanced.

International operation We work in more than one hundred
nations, with different cultures and value systems. What value
system should a company officer use in dealing with this complex
world? To avoid dissension, a company should have a clear iden-
tity and be prepared to disclose it and live up to it. Thus, the
guidelines declare that not only is the mother company Swedish,
but the company derives its strength from its Swedish values and
identity. This does not, of course, mean that the Swedish values
are more precious, more useful, or more sophisticated than any
other national value systems. Another important point concerns
foreign investment. Because it is a strain to spread your resources
thinly across the world, we encourage arrangements where our
partners in host countries take a majority interest, so long as they
can maintain our rigorous quality control.

Suppliers Volvo’s supplier system is an integral part of the com-
pany’s growth and success. The more than 1500 suppliers who
provide the company components and technology represent a
work force even larger than the 65,000 on Volvo’s payroll. To
treat our suppliers as we would be treated is not just a “golden
rule”—it also makes good business sense. Suppliers are a corner-
stone of our total operations, and they share risk with us. It is
logical to shop around so we can buy under the best conditions,
but these decisions must be founded on very long-term considera-
tions of quality, price, technology, competitiveness, and security
of deliveries. We must support our suppliers, try to provide what-
ever technical assistance they need, and over the long term give
them margins that will make them want to develop with Volvo.

Design The guidelines state: “The designs of the Volvo group

shall be thorough and honest.” We want to achieve a technolog-
ical level second to none, while avoiding the cosmetic frills that
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so quickly mark the difference between old-fashioned products
and timeless products. Continuity is a must, but should not imply
conservatism. We want our products to be based on a total con-
cept of transportation, rather than be sub-optimized within any
particular sector.

Information A prerequisite for our favorable development is to
give every employee comprehensive information about the com-
pany’s total activities, and especially about those affecting the in-
dividual's own work. Clearer information can help achieve better
accountability, as well as a more balanced distribution of power
in the organization.

Bureaucracy We can't afford it. Therefore, although adherence
to the rules is important, deviations to increase efficiency will be
tolerated. Every manager should cooperate, consult with, and try
to tap whatever resources exist, but not organize these resources
in committees. Finally, the spoken word will always have priority
over written memos.

Production The ultimate efficiency is achieved when each em-
ployee is willing to give his or her best to the corporation. This
means we must constantly develop our production methods to
give each employee more satisfaction. Every employee is entitled
to a dignified workplace and the opportunity to choose variation
in his or her work.

The company owes each employee the resources and envi-
ronment necessary to perform a task, and the opportunity for
personal development. Each worker should feel that the company
values his or her performance.

Leadership Too many people confuse participation and consul-
tation with permissiveness, sloppiness, and a lack of discipline.
Others worry about the effects on the organization of increased
employee involvement and influence. These factors depend on a
new definition of leadership. True leadership builds from an
awareness of other people’s dignity and their wish to do their
best. Good leadership is the ability to cooperate and delegate
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without losing time or momentum. Such kadership depends on
constant and consasient educational programs as well as organiza-
tion structures that fit the corporation’s objectives.,

THE IMPLICATIONS FOR MANACERS

Leadership is crucial, Participation actually demands better lead-
ership, as well as more sell-discipling, from evervone involved.
Some foreigners talk about Sweden as if management control, in
the wraditonal zense, may be lost in the new industrial environ-
ment, Cutsiders also worry that participation by workers will
lead to reduced efficiency for corporations. However, examples
of inefficiency—and there will be some—are more likelv to be
due to poor management than to changes in the system, I don't
believe that new values and the new laws call for “permissive-
nes=" Instead, managers have to be stronger and more disci-
plined. It is the weak people in management who have difficulties
dealing with employee representatives; until the manager can
earn their respect, mutual suspicion blocks an open flow of infor-
mation, Leaders who have the strength to give and the strength
to talk about their mistakes will carn respect, Onee the emploves
representatives trust and respect a manager, real progres is pos-
sible, To get respect, & manager must be sell-confident enough
give respect to the employees as well. That kind of strength is the
focus for selection, training, and development of Volvo managers,

The new work organization methods we have achieved at
Volvo clearly demand a different type of leadership at all levels,
Foremen, who have been the focus of our production achieve-
ments in the past, are now faced with a new situation. The new
approach means that they continually run the risk of being
squeczed between higher management and workers. Today fore-
men carry the heaviest responsibility in implementing the new
systems. For decades we told them, in esence, that they had two
main functions: (1) to supervise the pace of work and keep the
line moving; and (2) to give technical advice and assistance
wherever necessary, Thus, most of the people who were promoted
to foremen's positions had been skilled workers who could solve
technical problems, To fulfill the task of secing that people kept
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working, they viewed their role as disciplinary, so notices from
foremen were [ull of “thous-shalt-nogs”

Suddenly they were asked 1o develop a rather different set of
skills. We wanted them to be “good managers of people.” Instead
of dizcipline from the supervisor, the new system emphasises
sell-discipline, We redefined the foreman’s role rapgidly, and this
ereated problems during the change, The problems were exacer-
bated by the Tact that formal training for foremen was tradi-
tiomally less impartant than onsthe=jobs training, =0 they regarded
courses warly and with little enthusiasm. Yet, in the new circumis
stiances, foremen necded comaderable traming to regard thems
selves as information-gatherers, as aides to the workers, as teachers
and consultants rather than bescs, And, 10 many cases, the at-
titude change was onlv partial, stimulated and at the same time
hampered because it was [orced by presure from workers and
management, rather than from the foremen's own convictions,
The situation & better today, but it was a problem initially due to
the speed with which we implemented changes, and because we
ehid not consult with forcmen enough in planning for the changes,

In a sens=e, lop management can act as an enzvme, a catalyst,
to speed up the proces of change—but it has not been an easy
change, even in Sweden where the social and political values
supporied the change. In the mid-sixties, there weren't many
managers who could support what we are doing now. Managers
progressed a lang way from the attitudes they held ten years ago,
for several reasoms, There was force from the bottom, becauwse
workers had become so disatished with existing svstems, and
there was also force from the top. Top management insisted on
change. Furthermore, if a middle manager wakes up every mom-
ing wondering whether he will have to replace or do without 15
to 20 percent of his work-force, he grows mone willing to change.
Numbers are important, and the manager has to produce the
numbers. The pressure builds up, and this adds considerable
force to the pressure from the top. The result has been change
much more rapid than the normally conservative culture of a
corporation would permit.

Vaolvo was helped considerably by the fact that we had al-
ready redefined the roles of middle management, just as we later
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redefined the roles of workers, In some ways, control s easier for
top management in a decentralized company. In a centralized
organization controls can be undermined more easily than in a
decentralized company. Instead of saving “cut here,” we can
now ask specific departments what their own plans are to reduce
costs, A decentralized organization with clear boundaries makes
improving efficiency much easier, A company experiences less
management bickering and more lovalty ; employees have a sense
that they are necessary, They are better ||:1.{urm:|:| too, with more
information about the total operation of their own ma.nagcabl:
units, and this tends to give them a clearer perspective on what
thev are doing and how it fits into the corporate whole.

Decentralizing is most difficult for central management, just
as increased participation at the shop-floor level s most difficult
for the foremen. And just as the improved shop-floor results are
based on better communication, better information, and a sense
of membership within the work group, so the improved corporate
results in a decentralizing company depend on planning and e
ordination, Therclore, central management resisted the impulse
to tighten controls and Jav down laws about planning, Instead,
some goals and guidelines at Volvo are derived centrally, bug how
they are achieved—and even what form the planning takes—
remains the responsibility of the different units,

The company has no overall “master plan,” Rather, the
plan, like the organization chart, is decentralized, We expect—
and get—a great deal of personal initiative from the people mn-
ning the various units.

In truth, Volvo is too small to have completely self-support-
ing units, 50 our decentralization is not the true decentralization
of autonomous units. Tomlanda is a major production facility
and acts with considerable autonomy, but it is highly dependent
on decisions from other sources for such things as its materials—
and production in general is dependent on marketing, which is a
separate function and a separate organization.

The autonomous Skivde plant builds engines and only en-
gines; it wouldn’t be independent if we didn’t build cars. Even
s0, we are able to delegate considerable responsibility o the oper-
ating units by making certain assumptions that emphasize their
roles as “adults” in the arganization,
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THE IMPLICATIONS FOR INDIVIDUALS

Work must be adapted to people, not people 1o machines, This
belief has brought Valve innovations both in human relations
and in technical svstems. The new work organization methods
permit a greater degree of emplovee self-reliance. If the indi-
viduals exchange jobs, they learn more about each other’s waork,
so the new approach helps them gain a sense of membership in
a real work group, the way small groups of craftsmen built cars
when Velve started in 1927, The ssstems that flourished in the
intervening years, on the other hand, prevented communication
and group information, and dimished a worker's sense of mem-
bership or pride in achievement,

The new work crganization, by trying to place people first,
also stresses the importance of communication, both upwards and
downwards. The individual worker has certain responsibilities as
well. Each person recognizes that he or she i dependent on col-
leagues, both for doing the job and for gaining the knowledge
necessary to do other jobs, The new svstem relies on teamwork,
which allows the individual worker to have a greater influence
on the overall wark situation,

I am sometimes asked whether self-managing work teams are
always fair 1o their members. Do they shun, mistreat, or expel
those who are in some respect weaker, or who don't fit easily into
the group! These questions concerned us, too, as we were begine
ning 1o change. To make sure that inequitics do not pass unseen,
no team i entircly uncontrolled by management. We have
started internal “employment agencies™ so workers who have dif-
ficulty in adjusting to a particular group, or to the new work
situation, will not necessarily be lost,

Education has been a kev to much of Sweden's progress in
industrial relations. By the end of this decade it = estimated that
90 percent of Sweden's young people will complete high school,
and 70 percent will be going on w0 college. Among these increas-
ingly well-educated people ¥Volve will have to find its future work
force.

The educational changes are not confined to just the young.
Even adults are turning to some form of advanced education. At
present, about 20 percent of the adult population of Sweden
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takes part in continuing education in one form or another. This
higher level of education means there will be increasing demands
to provide meaningful work in congenial surroundings. The com-
pany’s response has been to increase its own employee extension
courses, in order to make their work more meaningful. These
courses not only add perspective to the work employees do, they
also help people take on new and more responsible tasks.

Fundamental to Volvo’s efforts to make work more mean-
ingful is the concept that an employee’s influence on the working
situation should be commensurate with his or her capabilities.
The experience we have had so far has been encouraging. Em-
ployees have shown willingness to take on more responsibility,
and their attitudes allow us to take more risks, to make more
changes. It is their satisfaction in their work that forms the basis
for the continued development of the company. Although Volvo
was traditionally developed with resources called capital, tech-
nology, and equipment, the company’s success in the future will
primarily depend on another key resource—its people.
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—1 hat is the purpese of business? Very few people today
| | hold 1o the traditional view that the sole justification

for business endeavor i to gain profits for the share-
L holders. Nor, at the other end of the scale, is there
practical justification for the view that the real purpose of busi-
ness is providing jobs, no matter what the circumstances. There
are enough examples of enterprises antificially propped up for this
reason, while their prices, costs, and markets go askew, to cast
deubt on any such doctrinaire approach. Similarly, it would be
hard to back the claim that a business existed simply for the ben-
efit of its supplicrs, its customers, its bankers, or the government
to which it pays taxes. -

There is no single interest group to which busines is uniquely
accountable—it must be accountable to all of the above-men-
tioned groups, and more, To help handle the conflicts among
interest groups and give companies more flexibility to mect the
future, 1 think we need a modern model for business and its
stakeholders. This calls for a clear view of the different interests,
and some way to think about them harmeniously.

I believe the purpose of private enterprise ix fo serve the
public, This single starting point makes it posible to look at the
various elements of the public—the people and groups of people
—to whom business must answer. Inside a company the task of
resolving the public’s often conflicting demands is the respons-
bility of those we call “managers.” The following discussion i
mainly pertinent to corporations with international activitics, but
the same sense of accountability and well-identified stakeholders,
broadly defined, would help those who must manage smialler en-
LeTprises, or public agencies, as well.

THE GCOVERNMENT

In a democratic society, the choice of all the individuals whao
make up that socicty is expressed in selecting a government 10
provide orderly management of the nation’s resources §nd to
“manage” the conflicting demands of various groups, just as
business management must balance and resolve similar demands
at another level, In this context, then, it seems natural that a
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company should operate according to directives supplied by the
government., Where no precise directives exist, private enterprise
should work in the spirit expressed by related policies of the gov-
cromscmi.

This approach can obviously lead to situations in which the
interests of the owners of the company conflict with the interests
of the public. However, in the long run, I believe it is impossible
to defend owner interests that do naot align with the country's
paolicies or harmonize with general opinion.

One of the greatest contributions free enterprise makes to
society is continuity. More than governments, companies are able
to think in the long term; they usually survive both political ad-
ministrations and dictatorships. Thus serving the public as its in-
terests are expressed by government can scarcely mean that pri-
vate enterprise must alter its conditions as rapidly as pelitical
balances change. The abilities of business to survive and 1o sct
long-term objectives are among its most important contributions
to the socicty, and safeguarding these ahilities must be regarded
as being in the national interest. Thus, a company must be able
to follow political changes on the one hand, but not to the detri-
ment of its strength and stability, on the other hand,

The “interests of owners” require reasonably similar corpor-
ate structures, and therefore similar corporate behavior, whether
the owners are private sharcholders or the government itself.
Thus, in reality, the difference between nationalized industry and
private enterprise s much smaller than mox people realize, If a
pri'l.'nl.: COMpany ewists within a community where government
policy dictates public ownership, it should not try 1o sabotage
that policy. This does not mean, though, that the managers and
directors should not be free to speak their minds about the con-
SCQUENCES of such a change in the ownership structure. My own
opinion is that private ownership is the most efficient and appro-
priate way of running a dynamic business operation.

Governments provide some of the most difficult examples of
conflicting demands between interest groups, What happens to
a company's activitics, for example, when legislators introduce a
protectionist trade policy? A company might satisfy the largest
number of its stakeholders by circumventing the policy, but this
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also subverts the interests of the nation and its legally elected gov-
ernment. It is clearcut conflict between the interests of share-
holders, emplovees, customers, and suppliers on the one hand,
and the government on the other,

More affluent countries, such as the United States or those
in Northern Europe, have developed such mixed objectives that
economic growth is certainly no longer given top priority unless
the going gets rough. Within such a system, a company has on
ene hand the role of increasing productivity, vet, on the other
hand, must juggle this objective with certain governmental oS
—such as social security provisions for strike pay that conflict
directly with corporate productivity.

Adolf Berle, in his book Power, noted that it i only the com-
bination of ideas and resources that creates power. Resources
without ideology result in very little long-term growth. And
idealogy without resources can be frustrating and sterile. This
raises the question of whether corporations, with their consider-
able resources, should ako work towards developing ideologies.
With the notable exception of party politics, I believe they should.

In many cases, corporate executives support political parties
that espouse conservative ideas, respecting tradition and aiming
1o preserve private ownership. This is not a corporate ideclogy,
but a personal ideology, loaned to the corporation by owners or
managers. However, this adherence to party values can hamper
the development of a corporation, hecause it does not recognize
that production and services are there to serve the nation, no
matter what party happens to be in power, Furthermore, if a
corporation visibly espouses a conservative ideology, it cuts itsell
off from most labor unions, which have a quite different view. If
the corporation avoids the party political trap and can instead
develop an ideology of its own that merits support from its many
stakeholders, it can dramatically increase its strength. As the sit-
uation now stands, on a pragmatic hasis alone, party politics, can
only damage a company by placing it in a role that can be re-
garded as hostile to society and polarizing to management/ labor
relationships. ;

In patriotic terms, the case against politics is even stronger.
I firmly believe that companies should not in any way support
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political parties. Imitead, they should truly stand behind the pol-
icy of the elected majority. In this way they can be loyal to the
nation.

It is the responsibility of the elected government to spell out
the rules under which businesses should operate. And it is the
responsibility of corporations to see that their resources are ad-
ministered within the framework thus defined by government.

Bv avoiding political entanglements, corporations could do
much more than just respond defensively to policy changes pro-
posed by politicians. People have a need for clear exploration of
social issues, With a few notable exceptions, corporations have
not done enough to initiate debate on a wider front, to raise
questions bevond corporate boundaries. If a useful dialogue s 1o
be established between government and corporations, it will need
to be based not on party politics but on good sense and credihil-
ity on both sides, and on a shared awareness of the real zocial
isses,

If one accepts that the purpose of business is to help achieve
and maintain the public good, then it is logical that a further ab-
jective must be to administer the resources with which the com-
pany is entrusted and use them to create economic growth, taking
into consideration all the interest groups involved with the com-
pany. This objective carries with it the demand to provide mean-
ingful employment.

As it becomes clear that rapid exploitation of resources has
strained not only the environment but also the people who con-
tribute so much to the growth, the ohjective of growth has re-
ceived more critical attention. During the fuel crisis in 1973, for
example, many leading statesmen in the industrial countries gave
somber warnings that our growth cpoch was coming to an end,
that the consumer society lay behind us, that new values were
making themselves felt. Countries were obliged to learn to handle
stagnating cconomics, Not many weeks passed before the gov-
emments of the industrial countries hegan gearing up their in-
dustrial activities to full speed to create the funds necesary 1o
pay for the ever-more-expemsive energy. The growth society had
been given something to think about, but the real course of events
did not waver much. As long as the aim of society ® economic
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growth, then private enterprise will be the driving force behind
Fr‘::l'u"a"]:l-

If we accept that the objective of an enterprise from the
viewpeint of society is to administer the resources entrusted to it
and 1o create economic growth and thus generate emplovment,
then within this framework a company must draw up its own
r_ll;qu'|:1i1.'e"_:, based on the demand: of all s different  interest

groups,

THE CONTRIBUTION OF CAPITAL

The influence of financiers, bankers, and industrialists, especially
if measured in terms of their public images, would seem to have
declined in recent years, Yet these people remain an important
factor in the power structure of most countries. Both their power
and their 'irr|_:|.!_r||: '|'|1'|:|'|:||.-|.'::|.~| are reflected in such terms as, “the
mitlitary/industrial complex™” the United States, * the estab-
lishment” in Britain, or “le patronat™ in France.

The public gencrally uses the term “husiness establishment”
to refer to a collection of directors, entreprencurs, financiers, and
sharcholders, a ETGUp which, by il!'llFI]il.’:‘llii:II'I. 15 assummcd to pur-
sue activities that are not wholly beneficial to society. Yet with
all the criticism, one fact is inescapable. No matter what the so-
cial system, every country necds a workable structure of business
enterprise. Our capacity to produce goods and services i, after
all, the cornerstone of our living standards and a vital nerve in
EVETY COmmumnity.

Volvo, for example, has about 65,000 employees, which
makes it Sweden's largest private-sector emplover. Volvo & re-
sponsible for almost 3 percent of the country’s total emplovment
and 7 to ¥ percent of its export, Chur 1500 su ppliers employ mone
people than we do, Volvo has almest twice as many sharcholders
L |_-|1'|]:||1;|:|1;|_‘1-: |_.,'|_.|]-|',|l|||; 12':','::“:"1' HI‘IJI[’I:IEI'IHE'“:I ﬂnd al I.“.'a'!l". T“ lmr'
cent of them held fewer than 500 shares each, The welfare of all
the shareholders and employees depends entirely on our ability to
maintain a profitable and competitive business. Thus we have set
ourselves the long-term objective of 15 percent retun on capital
emploved,
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The company's owners, the sharehalders, initiate its activities
and appoint its board {and thus its management). Within the
framework of the law, they invest the capital which promotes
continued stability in the rest of our social system. According 1o
the legislation goveming enterprise (which il_.aacil' EXprEsses the
public priorities}, these owners have a self-evident rmight to |_:Ir:v
mand decent returns on the capital they venture in the enterprise.
It is by satisfying their desire for profit or by convincing them
that they will do even better by reinvesting some profit towards
growth that a company has the capital to grow and thus satisly
the demands of other interest groups. Without their capital the
company could not subsist, because growth requires mvestment.
Thus, a primary ebjective of each company is to achieve a com-
petitive return on the capital its sharcholders have m'-ﬂl-‘t-:d. Un-
til we find a better yardstick for measuring how efficiently re-
sources have been utilized, return on investment will continue to
be the criterion on which the fnancial community bases its in-
vestment decisions.

A company's management must not be regarded as an ex-
clusive representative of the owners, though. This implies that in
any given situation the management would place the owners
interests above those of other interest groups. The operation
would thus become asocial, and would not serve the broad inter-
ests which are the eompany's full mandate. Instead, the task of
management is to maintain the productivity and efficiency that
permit all these interests to be met with the least possible con-
flict. The owners must, in all faimess, be able to demand that
they not be farced out or squeczed so hard that their fundamen-
tal requirement of a good yicld cannot be satisfied. Such a guar-
antee is also in society’s best interests, so long as we recognize that
private ownership and competition arc basic conditions for a
dynamic economy.

The sharcholders thus pay for the growth of the company.
Through the capital they provide and the risk they are willing
to accept, they also create the platform for the company’s bor-
rowing from ather credit sources, In today’s world, the profile
of these owners makes up the business card of a company in the
international capital market. By submitting their company to
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intensive, ongoing scrutiny, through its public listing on stock
exchanges and in the business news, they help keep the man-
agement open to viewpoints and requirements not only from the
owners themselves but from the business environment in general.

A decline in the importance of shareholders became notice-
able during the growth period of the sixties. However, they are
more highly esteemed today as problems in the business environ-
ment reveal more clearly the true importance of their capital. To-
day corporations recognize the value of their continued support.

Sharchelders contribute the company’s own capital, and risk
losing it entirely if the venture i not successful, In exchange for
this risk, they have the opportunity for very good vields, The in-
stitutions that grant credit take smaller risks, because their loans
must be repaid before sharcholders can receive their money
from a venture, On the other hand, the credit-granting institu-
tions charge less for their capital than the dividends sharcholders
expect from a prospering company. The lenders demand that a
company must be able 1o repay both the interest and the capital
they lend; thus, they require a sound and balanced growth pic-
ture, balstered by pronounced profitability. In this respect, the
lenders and the sharcholders have similar interests, with a bias
towards stability from the lending institutions and towards risk
from the sharcholders. In addition, the lending institutions in
modern society are also answerable to the public in wavs that
individual or institutional shareholders are not. Thus the lend-
ers, at least indirectly, demand that a company be a good corpo-
rate citizen with faultless ethics, When these demands are met
and good relationships are firmly established, they can support
a company with loans for its growth and also help when help
s most needed, notably when the company encounters difficul-
ties or experiences a downturn in profitability.

THE CUSTOMERS
Just as vital to the success of an enterprise as its shareholders and

lenders are the customers to whom its products must appeal. It
is their demands that determine the directions for rescarch and
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dcvelopment, product design, marketing, and service. Obviously,
if the dempands of the customers are not met, none of the de-
mands of any other invelved interest groups can be met in the
long run,

In the case of a company like Voho, with a range of mass-
market products, miuny emplovees, a broad share ownerchip, and
many subcontractors, customer demand: are often synonymous
with thate of other interest groups, simply because members of
thosc other groups arc also customers,

Linplicit in the customer/company rclationship are certain
responsibilities the company should asunie:

® [t should tncwits customers as adulls,capable
of making informed choiccs, rather than as
children or ciphers who ean be exploited or
mantpulated.

® The company owes ils customers purpose-built
products and properly adapted services.

® The company should be able to guarantee the
durability of the product, and to give the
customer fair security against any mistakes
that might have been made.

The best medium § can sec 1o asure both companics and cus-
tomers that these responsibilities are met s the free-cnterprise
system-—i.c., competition. So long as the customer has other
sources from which to choose, the company has a strong motiva-
tion to rewin customer Jovilty and gain new customers by im-
proving the quality of its products and services. It is from thi
customer viewpoint that [ panicularly reject the idea of state
ownership, which by its nature strangles competition and restricts
the sclection of products available. Even if it were theoretically
feasible to imaginc a state-controlled busines that maintains
ambitiouy targets for its customess, it could never embody the
alertness  that suff  competition scrves 1o generate in private
companies.
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THE SUPPLIERS

Practically no company is so sclfsufficient that it controls all
the basie preducts and components necded for its own produc-
tion. Thus, a company’s subconteactors or supplicrs are in most
cases another essential interest group.

The company demands that its subcontracters produce parts
and components or provide scrvices of a specified quality, at
the right time and for the right price. The company ¢an ako de-
mand a certain exibility from ies suppliers—e.g., that they relax
demands for pavment during a crucial period), with the chance
for expanded busincs when the company i back on its fect.

Fer their part, the subcontractors have the right to demand
certain asurances from the company:

* They deserve the best information possible con-
cerning both the company’slong-term plansand
its payment capabilitics.

® They havethe right to expect that the company
will share its technical knowledge; the firm that
assembles and markets the final product hasa
better ovcrview of the technical development
and market demands than the company tehich
makes only components.

® They should be able to demand that a major
customer be a strong company with good
prospects for survival.

A suboentractor nceds a certain amount of sccurity, too. This
comes not only through advance waming when a difficult period
v approaching, but ako through arranging activities so the sub-
centricling finn & not entircly dependent on a single customer.
There iz considerable merit in the corporate policics that state
that no single subcontractor shall have more than a specified
portion of his busness from the company—a casc of the corpo-
ration limiting the busines it puts out to subcontractors, in the
subcontractors’ own bext interests. These limits wsually range
from 10 to 33 pcrcent, depending on the type of business.
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THE INTERNATIONAL BUSINESS
COMMUNITY

It goes without saying that the countries in which a company
aperates should also be lsted as interest groups. However, these
are difficult to define because they usually incorporate govern-
ments, customers, sharcholders, lenders, and: almost always em-
plovees, This underscores the fact that a company actually works
in an international context.

While government clearly belongs to the nation, busines i
increasingly international. Though few companies are actually
“multinational,” with owners, managers, and emplovees in many
different countrics, the term is becoming derogatory, and it is
also misapplied to companies that simply export or import goods
or services, or maintain a few foreign satellites.

We arc brought up to be loval citizens of our countries. Like
animals suspicious of different species, people are naturally sus-
picious of strangers, and someone from ansther nation & strange
in many waye, Thus the government department & nurlu:wm,‘!:lut
the company that just reported a profit is suspect. Whose jobs
have they exported to achieve that profit? What employees have
they overworked and underpaid? How much did they over-
charge us for their products? The questions may seem absurd 1o
the businessperson, but because people are asking them, they
have importance, Unles such questions are answered clearly,
openly, honestly, and often, people will continue to ask them.
Business needs to do a better job of explaining itself generally;
when business is international, the need is increased.

There are fair answers to the international suspicions. The
truth is that economic activity is far more international than
political activity. In today’s closely interlinked world, it is the
politicians who cught to be apalogizing for their incapacity for
international understanding, rather than the business people
apologizing for the stigma of the multinational,

International business brings a number of benefits to a
country, In answering to the “job exporting” accusations, for
example, an [BM executive in 1973 told a United States Senate
subeommittee that one out of every five jobs in his company's
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United States plants existed because of foreign business, A
United States Tarff Commission study the same year reported
that the American companies most active in production abrmad
were alio the heaviest contributors to United States exports.

The classic argument is that international companies can put
capital to work in countries where capital resources are scarce.
This is true and wseful. But T see other equally important bene-
fits. A company that is active internationally is also able to trans-
fer technology from one country to another. This is not a “zero
sum game” in which the transferring country loses that which
is transferred. Instead, both countries may benefit. The head-
fquarters company and country have access 10 new ideas from
people knowledgeable about a different culture. The receiving
country gains new skills. The people who move gain training and
a broader view of their special areas. The world gains an in-
creased pool of international understanding and a slight reduc-
tion in the natural spspicion of the unknown.

These are arguments that business could illustrate with vivid
cxamples, vet we rarely sce them, It is easy to understand the
corporate fear of exposure, the risk of being misundersiood.
Bust it iz better 1o be misunderstood for being open than for hid-
ing things that need not be hidden. Where is the TV interview
with the engineer who just came back from a three-vear asign.
ment in Nairobi? Instead we hear from the politician coming
back from a two-day official visit, or the travel writer wha never
left the tour group,

To be open, we have to be candid about our black spots as
well as our achievements. There are abuses in business, particu-
larly in intermational business, because multinational companies
are in a position to play countries off against each other, A few
companies have enormous power. They do business on a global
seale, They can, in isolated cases, endanger even governments
by withholding necessary goods or involving themselves in local
politics, At present, the largest international corporations are vir-
tually unaccountable to anvone.

A few companies tend 0 congregate in places where resis-
tance s lowest, where taxes are lowest, where wages are Jowest,
and where social pressure is lightest. This happens because a firm
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may oecasionally lose sight of objectives other than profit that
would assure them longer, healthier organizational life.

Their vears of foreign experience have helped most firms
build up rules of behavior and ethics for long-term success. These
have developed into an international community of values, For
the company to prosper, the host country :.h-::u'ld prosper. The
company’s contributions include fair taxes, fair wages, and up-
setting the currency or import/cxport balances as little as pos-
sible. Many companies do operate this way, but when one mav-
erick monolith misbehaves, other firms tend to ignore the aI?qu:-.
silently helping to sweep it under the carpet. An erganization §
defenses are always up when the organization is ur:dt_r attack,
and, in this sense, the international business community often
behaves like a superorganization. N

Instead, the few abuses could be used more positively, to speed
up @ set of common agreements, spelled out with governments
and the public, on such aspects of business as P'E]‘BJEI:!'II.'-]- policy,
taxation, location of facilities, accounting, accountability, wages,
social benefits, research and development, conditions of produc-
tion, transfers of foreign currency, or repatriation of profits.

Until such agreements are achicved and generally under-
stoodd, some companies and some countries will continue to ex-
ploit the anomalies for their own short-term benefit. Most of the
Wlame for such behavior will fall not on the countries but on the
companies, and by association on all companies. _

Most international firms are already behaving according to
such ethics. The main change, which would be uncomfortable
for many, would be a requirement for increased and more san-
dardized accountability, not just to sharcholders but also to the
public. In this time of increased concern about personal privacy,
one luxury that business may have to forgo is corporate privacy.

Gnnllrh:ﬁng demands among interest groups are particularly
prevalent in international business, partly because g! the nnlu_ral
suspicion people harbor of foreigners. An internationally active
company often finds itself involved in a dilemma. To uuc?:td
it must abide by the values of the hest country, At the same time,
it has to take into account the policies and opinions in its home
country. Unless they represent particularly large markets, 1t 5
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difficult for foreign governments to “bully” a large company,
but it is much too easy for the home country, which waually in-
cludes the company’s owners and is limited to national perspec-
tives, to treat unjustly the company’s interest groups in other
COtnTFeL.

This balance between interest groups is a classic example af
the increasingly complex conflicts managers are expected to re-
golve, What happens, for example, when a.company has been
established for a long time in a foreign country, and then a
change in government there causes adverse reaction in the home
eountry? Somchow the company must demonstrate that it has
listened to the political signals from home. Yet, at the same time,
it i weldom prudent to make rapid and abrupt changes in its
activities abroad, In the case of a new dictatorship, for example,
the lives of emplovees might be at stake if a company were to
withdraw immediatelyv. There are abo costomers in the host
country wha have trusted the company to honor its warranty
and service obligations. Management has to consider the long-
term interests of all groups, and take into consideration the fact
that a change of government can take place vet again. Generally
gpeaking, a company should not close down its activities as a
result of a government change for the worse, Instead, it should
probably continue its basic activities, but refrain from making
new investments or acting in any manner that could be regarded
a% encouraging o, or supportive of, the administration of the
heat country,

This is sometimes a question even before investment is made.
Should a company relrain from setting up shop in a developing
country because people in the home country disapprove of the
regime of the developing country? There & no easy answer here,
but one thing seems clear: a company should not conduct a
foreign policy of s own, any maore than it should be involved
in party politice at home, An international company is not the
proper institution to formulate social objectives for others. This
is a political, not a corporate question. The consequences of a
company behaving as a political power factor would be far
worse than the consequences of a company acting on principles
of pure economics,
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On a purely economic basis, there is one useful rule of
thumb, For investment to succeed, it should harmonize with the
needs and values of the host country and should be aimed at
having a positive effect there. The moral aspect a company di-
rector has to take into consideration cannot be determined solely
by the values of one's native country. Instead, the company must
follow a course of action which is an acceptable compromise be-
tween its own efficiency and economic criteria, the values of the
hest country, and the attitudes in the native country. If these
cannot be resolved, the investment ix unlikely to succeed. The
maost important guideline would be for a company never to con-
tribute deliberately 1o activities that are contrary to fundamental
principles concerning human rights. .

In the United States, Sweden, and other advanced industrial
nations, the economic recessions in the seventies aroused some
concern that manufacturing investment outside one's own ber-
ders meant somehow exporting job opportunities. In some in-
stances, a company can choose between an investment that will
incrcase employment at home or a corresponding investment el
where, but in most cases the situation is more complicated and
various factors, such as development and production costs, oo-
aperative agreements with foreign firms, or putting final assem-
bly as near the market as pessible, more or less compel the com-
pany to invest abroad. Many sound companies in small hurm-
markets could not sustain their activities by domestic activities
alone, To survive they must expand into foreign markeis to at-
tain sufficient volumes. It is no coincidence that several of the top
companies on Fortune's international 500 list are jointly owned
by the Dutch and the British. )

Maost countries do not live in solation. They depend on their
exports and their business activities abroad. Even in the United
States, where international business represents only 5 percent of
the GNP, there is a growing dependence on oil imports that have
to be balanced by exports. To improve their living standards,
countries have to recognize and accept the economic realities and
the conditiens under which international commerce operates, No
country is alone in wanting the greatest number of job oppor-
tunities and the greatest volume of exports. So companies have 10
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strike a balance—they must satisfy the demands of their native
countriez without becoming unwelcome guests in their host coun-
tries. Omly when this principle i accepted ean a stable foundation
be laid for future business,

THE EMPLOYEES

The conditions society =ets for free enterprize today inclede an
increasing emphasis on the special interests of emplovees, Omne o
the major social requirements is that work shall be available 1o
evervone. Continuing cutbacks in working hours and increases
in holidave imply that evervone shall work less. The increasing
productivity is 1o be divided so that everyone gainfully employed
will get better pav, The endeavor to achieve democracy in work-
ing life carries demands that all citizens shall have greater influ-
ence not only on their own tasks at work but also on the total
operations of their companies. A new demand now coming to the
fore in some FEuropean countries is that employees not only
should have substantial sick pay, but that they should also be
ahble to decide for themselves whether to stay at home, On top of
thete demands comes, finally, the fact that most governments try
to distribute emplovment geographicallyv—a demand not only
for work for everyane but also for work for everyone everywhere.

Job mabhility, which has been taken for granted in America for
some time, is a relatively new phenomenon in Europe, America
experienced immigration for many years, while Europe since the
late 180k has largely been accustomsed to emigration. A number
of European countries in recent years have encouraged immigra-
tion from southern latitudes, to provide additional labor for their
most productive economic sectors. Job mobility within countries
first became apparent duning the 1950s and 1960k, Farming was
nationalized during and after World War 11, causing a consider-
able proportion of the traditional farming population to move
from the land to industry. Thus, expanding companies had access
to the labor they needed and people moved within their countries
from less productive 1o more productive sectors of the economy.
This helped create the basis for the vigorous industrial growth in
the fifties and sixties.
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At the same 1img, thig high mobility created social problems.
People did not always adapt quickly to entirely new environments
and activities. Those regions which grew explaSvely and ab-
sorbed immigrants were not always able to manage their growth
harmoniously. The rate of job mobility incrcased s0 much it
finally resulted in high personnel tumover within industry and
subsequent problens of maintaining quality standards in pro-
duction.

The major motivating factors for growth during the fifties and
sixties have changed drastically. and in the seventies we encoun-
ter an emizely new st of demands for the benefit of employees:

" the demand for meaningful work,

" the demand for job security,

* the demand for competitive pay,

" the demand to be able to stay in the same place,

* the demond to continue tn the same (ype of
work,

* the right to deicrmine sick leave for onesclf, and

= the demands for influence and co-pariticipation.

Let us look at each of these demands a little more closely. Occa-
sionally they conflict with each other, or with demands of other
interest groups, but resolving the conflicts is management’s chal-
lenge today.

Meaningful work requirces ncw methods of manulacture, of
oiganization, and of management. Understandably, these re-
quircinents a}so increase the necd for good communication of
cssential informration both about the work the individual doex as
well as his or her relationship to athers in the group and the com-
pany. As { see it, the demand for nweaningful employment is not
sotncthing that will act as a brake on development. Handled cor-
reetly, it can stimulate growth in a society where people arc in-
creasingly well.educated @nd competent, It ix important that
their competence be used, because it s a vital resource,
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The first and best way to satisfy the demand for job security is
through growth that is coupled to real consideration for the indi-
vidual, Even though this kind of consideration might be viewed
a5 a form of restriction on corporate freedom of action, | believe
that the demand for job security, like the demand for meaningful
work, will be a stimulant to industry rather than a drawback in
the long term, However, security should not be used as the excuse
to fight tooth and nail to save an operation which must, real-
ity, be phased out because it is unable to grow or to contribute
profits. That would ultimately endanger other jobs as well. In-
stead, security can be asured by means of a “spcial cushion” that
is corporate-wide, and by achieving confidence among employees
that private enterprise as a whole and their own company in par-
ticular can compete and thereby flourish.

The demand for pay that matches or exceeds pay offered by
similar companies is best satisfied through sound growth. Here
again, demanding competitive payment from an operation which
cannot support it gives only false security. That operation will, of
course, ultimately fail, w the henefit of a sounder or more sub-
stantial competitor. From the worker's point of view, the demand
for fair pay is justificd. More broadly, labor demancls for a share
in the company’s suCCEss amount 0 a type of profit sharing. Some
people feel these demands should be satisfied within the com-
pany’s remuneration capabilities, However, as unions grow and
demand a levelling out of pay scales between different activities,
the chances for differentiation dwindle, and with them the oppor-
tunity more profitable companies have to pay higher wages than
their less profitable competitors, Thus wages will become less an

ion of a company's total payment capabilities. A profit-
sharing system should, in principle, be able to stimulate husiness
and its development.

The demand for stable work, at the same place, can clearly
impede structural development, and is thus opposed to the de-
mands and aims of other interest groups on occasion. Our society
should be arranged so that reasonable respect is paid to a person §
desire to live in a certain place, without resorting to the ultimate
price of artificially sustaining unprofitable enterprises.

The increasing demand for assurance that a person can go
on doing exactly the same type of work is probably a reaction 1o
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soame excesses of job redesign, and will hopefully taper off a little
as more human organizations evolve and people have more con-
trol over their own working lives. If this requirement has to be
put into the balance against the demands for individual develop-
mient, then T believe the latter deserve more weight. If a specific
job is eliminated, it is important that the individual have every
assistance in finding a new job that is equally satisfving. But a
stubborn adherence to outdated types of work would gradually
bring any enterprise to a premature geriatric state.

The right to be sick and the right to take time off can never be
oppesed from a humanitarian viewpoint, Quite simply, this has
to do with the freedom of the individual. Any restriction placed
on the right to take time off would have to be decided through
the processes of government: How much does this night cost, and
how much can we afford o pay for in?

The demands for influence and co-participation can inhibit
industry if they reach the stage where the organization cannst
function smoothly or dynamically becanse continual halts accur
in the decition process to satisfy employee demands for informa-
tion and influence. On the other hand, if it is possible to create
room for such influence within the framework of a flexible orga-
nization, without causing injury to the decision process, such
demands can stimulate an organization, particularly when the
individual feels personal development opportunities are increas-
ing and when he or she gets a better understanding of the needs
of the enterprise. This can lead to greater harmony among the
demands made by the labor force and the desires of other interest

P

Labor's demands for a share in a company’s financial success
exemplify the many factors that must be taken into account in
meeting the needs of all the interest groups concerned with a
company. They also underscore the shift of power that has taken
place along with the increasing interrelationship and interde-
pendence of interest groups.

There is a definite trend in Europe today toward the so-called
“solidarity” wage policy. This means that people working in a
branch er firm with poor profits should have wages not signifi-
cantly lower than those who work in companies with good profits.
This demand is based on the ideological view that every employee
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is entitled to a good basic income, and that it is not the em-
plovee's fault if a certain enterprise is losing money. Nor does the
emplovee have any chance to tum Joses into profits. That is
viewed a4 a management responsibility,

But solidarity brings problems. The demand for equal pay
crodes the differcnce between the highest paid and the lowest
paid workers. If the minimum wage is too high there is a risk of
killing off companies that would otherwise be able to survive and
do a good job, offering employment, dividends, and so on. 1T the
maximum wage is too low, the employees’ share of the pie has to
drop, to the benefit of other interest groups, The more we pro-
gress towards solidarity, the more prominent grows the employec-
based demand to get an extra share of the financial returns from
the companies that are doing best.

These demands have led to profitsharing discussions in a
number of European countries as well as developing countries,
Profits can, of course, be shared in the form of cash, which would
provide some motivation to emplovees, although it would remove
capital from business that could use it for further investment. A
new systemn under discussion would allow profits to be distributed
in the form of shares in a fund, which holds corporate shares
issued for the benefit of the employees, Various objections have
been raised to such a system. Employees point out that enly those
emploved by a company would share in that company’s profits.
Sharchalders expres some concern that their holdings may be
diluted to the benefit of emplovees, A system of profit sharing
through share issues could lead 1o a complete takeover of a com-
pany by labor organizations, unless a maximum limit were sct
on their shareholdings. Furthermore, if such a scheme were
launched for employees in the private sector, one could expect
an immediate demand for higher wages in the profit-free public
sector, leading to higher wages in the labor market as a whele.
This could continue to distort the entire wage structure and cre-
ate a drain on frec enterprise to the extent that it would no longer
be profitable, or that the interests of other groups could not be
satisfied.

To its credit, a profit-sharing svstem cxpressed in the form of
corporate investment would probably encourage emplovess (o
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show caution in their wage demands, thus leaving more moncy
in the company [or continued investment. Furthermore, such a
system could lead 1o an increase in corporate efficiency because
the emplovees, being shareholders, would participate in cost-
cutting exercises and perhaps invest in new share issues beyond
their normeal profit-sharing holdings.

If the public sector is to take pant in this kind of develop-
ment, they will have to have a similar kind of savings opportu-
nity perhaps by setting aside some part of their salaries just as
emplovees in vanous fields sometimes form savings or investment
clubs,

I personally am no advocate of collective funds, which might
mean that an entirely new interest group led by a few labor
unions would have a dominant influence on all private enterprise.
I prefer a vigorous individual participation, permitting people to
invest in corporate shares to the extent they wish—an approach
that is already commaon in America today, This would first of all
stimulate individuals to take part in the development of business
and economic life. Second, it would spread out share ownership
to the benefit of both business and society,

WALKING THE TIGHTROPE

Private enterprise today is tremendously complex, not only in the
work it does but alse in its organization and structure, The num-
ber of interest groups has grown, and the desires and needs of
each one are manv-faceted. While companies have tended to in-
crease their scope, doing business on a larger scale o achieve
lower unit costs and sustain profits, the restrictions on their free-
dom of movement have increased.

The problems for management, the delegate of all these in-
terest groups, have multiplied accordingly. Integrating these
complex demands has sometimes made the whole structure so
inflexible that a new model of the stakeholders is called for. If
management does something that affects one group today, it finds
a chain reaction setting in among the others. Business has taken
on a new form, and solving today’s problems of conflicting de-
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mands requires new approaches. For management it is a major
challenge to resolve everyday conflicts without getting caught in
the middle of the battlefield in some classic class struggle.

The shift of power toward labor has revealed how fragile is
our concept of ““management,” and how ill-equipped traditional
models leave us when we must deal with the complex conflicts
that arise among independent groups that have a stake in a cor-
poration.

Although the problems are immense, 1 am convinced that a
new model, calling for keen hearing and sensitivity to demands
from the surrounding world, is necessary for future survival.

When industry was in its infancy, the profit demands of share-
holders were the dominant force and, as a result, company man-
agers were fairly accurate in their view that they were in the
employ of the shareholders, But as the decades have passed, other
interest groups have gradually emerged. For a long time these
co-existed in a kind of natural, matter-of fact harmony. Manage-
ment could still view its primary task as satisfying owner de-
mands, and in so deing awtomatically satisfied the demands of
ather interest groups.

Today, though, the demands collide more aften, Each group
must learn to view the company as a scparate entity, rather than
an extension of itsell {or an extension of the owners).

Accordingly, the manager's boss is no longer “the owners™
but instead “‘the public.” The manager can no longer be an ex-
clusive instrument for any single intersst group, His or her job is
to create growth and oversee a well-balanced division of the yield
between the various often-competing interest groups,

This raises the question of who hires the manager. In most
countries, corporate law stipulates that the board of directors is
entitled to appoint operating management. This is fair, because
the board in most cases has to take responsibility for the results
the managers achieve, Traditionally the board was appointed by
shareholders, but more often these days laws have been amended
{or companies have taken initiative) to include employee repre-
sentatives on the board, and in some countries and industries the
government itsell has representation on a company board. The
and steel industries of West Germany have equal sharcholder/
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employee representation on their boards, and banks and insur-
ance companics in Sweden have government representatives.

[ personally believe that sharcholdings are so broadly based
today that sharcholder boards are fairly representative. But no
matter who appoints the board, if a company is to have a man-
date to continue its activities, 1t must behave as a good citizen. It
is the responsibility of the company’s board and management 1o
ensure that the enterprise keeps the public interest, in its broadest
sense, as the primary objective of the business, Only in this way
can all the demands of all the interest groups be satisfied in the
long term.
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| _| o understand what happened at Kalmar and later at
T our other factories, it helps 10 go back in the com-
pany’s hitory for a moment. Volvo staned in Gothen-
L lburg in 1927, Like other companies in the vouthiul
auto industry, our production was based on groups of skilled
craftsmen working on a single car until they finished it and drove
it out the door. The primitive “production planning system”
judged productivity by simply counting the products as they
came out. The products themselves were fairly simple, too—cars,
trucks, and buses,

Foremen were the key to production from the start, They
were skilled men who had been promoted because of their tech-
nical skilk. They were expected 1o develop authoritadan and
paternalistic attitudes towards their workers, and they quickly
lived up to expectations, In the traditional sense, morale was high
among the skilled, stable work force, It was taken for granted that
you did a good day's work for vour money, Management as we
know it today was not necessary. You managed the system, not

the people,

THE CHANCGES

By the end of the forties, growth had somewhat eroded the group
approach and technology was growing more impertant. In 1953
Valvo introduced the MTM planning system imported from the
United States. This became the company’s key planning instru-
mient and still remains so. During the fifties, Volve became heav-
ily mechanized. Group work continued 1o decline in the face of
tncreasing specialization and shorter work cyeles—the classic pat-
tern in the auto industry worldwide. The human side of planning
never merited much emphasis becawse economic growth was the
company’s prime objectives, as it was in most other countries at
the time. If you got growth, vou could pay people more, and
everyone knew they would then work hard and be happy—or so
it seemed,

Volva's growth continued throughout the sisties, but by
19168 it was becoming obvious that there were problems ahead,
The big Gothenburg plant, Torslanda, encountered wildeat
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sirikes, and sometimes these were echoed 1o smaller factories too,
By 1969 the employee tumover rate reached 52 percent and
absenteeism was increasing. Management began to pay more at-
tention to social, sociological, and psychological factors,

As the seventies arrived, each plant began to develop more
human and humane working patterns, but each in its own way,
due to differences in plant size, products, production technelogy,
management style, organization, and factors in the local environ-
ment, such as availability of labor, use of foreign workers, urban-
ization, and cultural traditions. In general, though, most plants
at this stage gained broad experience in joint consultation with
emplovees, as well as work organization and some development
in the social and technical aspects of waork,

Although the company’s first emplovee representative body
or “works council” was cstablished as carly as 1946, this kind of
group grew more important in the seventies. Volvo began to de-
velop a works council structure paralleling the corporate organi-
zation. Works councils are today the backbone of the company’s
relationship with its emplovees. The network of emplovee-elected
groups now stretches from the board level Corporate Works
Council to smaller councils for specific departments inside a
single plant. Joint project groups or consultation groups are the
links between the corporate and works-council structures at every
level.

The goal of all this consultation has been to improve the
information available to the employees and the company alike,
We believe this goal is being met and extended every day.

Job rotation was introduced in Volvo in 1964, but, for sev-
eral vears, was conducted on a very small scale. In 1969, after the
first wildcar strikes, job rotation became more important. A joint
emploves, management consultation group set up to prevent fur-
ther trouble recommended that job rotation be emphasized.

In general, the situation scemed volatile when T arrived at
Valvo in 1971 from a completely different industry. Export sales
were going up rapidly, but most of Volvo's production was still in
Sweden, We could see the end of the era of the production engi-
neer with technologists designing the plants, the cams, even the
tasks of individual workers, There were ales changes in the com-
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plexion of the work force that ¢reated concern and uncertainty.
‘The difficulty in hiring Swedish workers meant th:t mog com-
panies had 20 look lor farcign workers,

THE RISKS

The Kalmar project was initiafly a nonnal planning excrcisc for
a new but traditional plant. The planners were working with
more emphasis than cver befoiz on good working cond:tions, but
no one had considercd major departures (rom the norm in the
ncw arembly plant we needed. Kalmar had been chowen as the
site because it was a pleasant place with easy communication and
transportation links to our other (acilities, and skilled workers
weic readily available. Recent cutbacks in another factory there
meant we would be a wclcome addition to the depresed local
cconomy.,

The planners weice already working on the premise that
humiinity and efficicney could be combined to some extent. Their
first report emphatized group work, cxpanded the tasks that each
worker should do, and gave work groups some opportunity to
vary the speed of their work. It focused on good physical condi-
tions, ample space, and noise control, but still included the con-
vevor line.

A new factory, though, presents a unique opportunity to trv
out entirely new solutions, Here, starting (rom scratcb, swe might
be able to achieve changes that would be very difficult 1o imple-
ment within an existing plant. ‘T'herclore, quite Lite in the plan-
ning cvcle, | interrupted the project and st out new objectives.
A new and non-traditional type of task force was pulled together
and given the almost imposible task of deuigning a landmark
factory as an altemative to tbe traditional plan,

‘Ihc ideal goal for the new plan was o mike it possible for
an employec to sec a blue Volvo driving down the strect and say
to himsell: *'] made that car.”’ The original objectives far the
alternative planning group assumed thitt they could develop a
new materals handling systetn and a new product transportation
system. The design must give individuals as much control as pos-
sible over theirown working lives.
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The guidelines nmemo concluded that instead of a convevor
belt moving through a warchouse, Kalmar should be based on
stiitionary work, with the material: brought to the work station.
Lach group work area should accommodate about fifteen work-
ers. Tasks could be varied within a gioup, and each group would
take more responsibility for the quality of its own work. We abo
(clt that the strong reputation of our products in the marketplace
should he reflected more disecily back to the workers, This meant
that no one’s vicew should be limited to nui and belts. or single
companents.

There wax nothing carth-shattering about these ideas and
suggestiont. Many chiel executives have had similar ideas. The
difliculty lay in getting a large and sucoessful company to make
changes that were not necessary in everyone's eves, The tradi-
tional factory plan had been completely acceptable to managers
and workers; it entailed few riske

Even exploting thie nontraditional approach involved a num-
ber of nisks. especially in 1971 when nontraditional approaches
were raie. The very existence of the alternative task foree first of
all disparaged the work of the traditional tcam. and thus of tradi-
tional production in general. This is not a welcomne (actor in the
culture of any auto company. Il we went ahead with the non-
traditiooal approach, we incurred the danger of invelving reluc-
tant membens of the company in risky. untried production meth-
ods about which they felt neither confidence nor emhitsiasm.

If this project went wrong, it might hamper lex radical
changes in other purts of the company, and actually hold back
our progress in making work more human. ‘This was cause for
scrious concern. Almost all of what Volvo stood (or in production
was reliability, the tied.and-true approach—an intage that car-
tied over into our products. Thus, it was not surprising that nraat
production people initially were aligned against the venture,
although the Kalmar project, originated at the top, gained sup-
portof asort.

T'he 115k was international in its scope. We carried the re-
sponsibility of proving—or failing to prove—to the industnalized
world that there were realostic ahematives to the traditional
assembly line.
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Looking at the risks, top management decided to go ahecad
with the nonteaditional Kalmar project anyway. In my first
mecting with the new task force, 1 had looked at the long,
steaight. inflexible lines of traditional assembly and sketched the
lavout in a number of circles, with production around the edges
and materials in the middle. Such a solution should give back the
scrse of involvement. The task force had only two weeks, starting
from this vague sketch and a lot of seemingly conflicting and
idealistic guidclines, to develop an integrated concept based on
the new principles.

The project lIeader knew there was risk involved for him, too,
and theee was pressure to mect the criginal schedule.

The project leader was particularly good at picking people.
He pulled together a team of cleven, including managers, pro-
duction enginccrs, the architect, and a foremen's reprcsentative.
Working at {ull speed, they produced a plan that solved the prob-
lems, at least on paper, and included an entirely new way to him-
dle the flow of materials within the factory,

Their draft plan was accepted and the board vuted to go
ahcad with the project, ¢ven though it entailed an initial invest-
ment that was about 10 percent higher than the plan for the
teaditional Tactory at Kalmar. We had scheduled the first car to
come off the lin¢ twenty months Iater. Vo give the new approach
credibility within the company, that schedule had to be met. The
project group believed its concept could be implemented without
danger ta the schedule, including development of the new mate-
tials handling xystem. Produciion costs—man-hours per car—
would be about the same nnder cither plan.

THE KALMAR CARRIER

The heart of the Kilmar technology—-and d technical advances
in other factoriec since then—is the carrier on which assembly
takes place. Instcad of the fixed-track conveyor belt, the project
group sketched out and Volve engineers created a new carrier,
which & now a patented product to its own right.

An empty carrier looks like what it iy, a low platfom:, quite
simple, slightly larger than a car. The carrier has a corrugated
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3 orkers can control the carriers for assembly,




Highdevel carriers ase used for engine, gearbox. axles,
and cxhaust assembly.

metal surface {or safe footing and a narrow waist 0 workers ¢an
stand on the {loor if they choose.

‘The carrier itself gives flexibility, It & a sclf-propclling ve-
hicle that runs around the factory aceording to a pattemn of eon-
ductive tape in grooves on the floor. The tape can be taken up
or put down easily. Manual controls can override the taped roule
as well. The number of carriess in use at any time can be varied,
pennitting further production flexibility.

‘T'he camicr for Kalmar comes into two versions. The low-
level carrier is used for mast of the assembly. The highdevel car-
rier is especially designed for the lower parts of the car. %o group
members can work in noninal postures. The low-level carrier has
a device that turns a car 90 degrees, so workers can reach its bot-
tom casily and comfoitably.

Driven hy clectric motors, the carriers can be operated in a
nuather of wax. A cluster of small computers at the factory sends
impulses through the tapes in the f.oor for normal progression
through the plani. Each team can override the computer-
generated signabs from a control panel in its own area. And be-
caute cach carrier has rechargeable batterics in addition to the
tape power source, 2 worker can stop a carrier or change its path
~0liT the tape, if need be—by using a small nine-button control-
ler ov the canicer itself. 'The systesn is so flexible that there is noth-
ing to stop x wark group from getting on a carrier and going
down the road for a picnic. The carriers nonnally move between
stations in the factory at about one mile an hour. Each one has
a apring-loaded bumper, so if it runs into an obstruction it bumps
gently and stops, nioving on a few seconds after the obstruction
is removed. Visitors often test this by xtanding in the piath of a
carrier. As yet, we have no claims for bruises,

The first glimpse of the factory with its carriem s slightly
strange for a visitor. Here and there individual carriers stait or
stop, scemingly of their own accord, or make regal moves through
complicated turns. Their uscfulness becomes clear as you follow
the normal production cycle.

Painted bodias arrive every night on freight carx from Goth.
cnburg while other parts come directly from Volvo suppliers and
other planis. After cleaning and inspection, cach body is mounted
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on a low-level carrier. The computers automatically send the car-
rier up an clevator to the top floor and log the body in. printing
out the specifications for that particular car,

Special sensors report the pavition of each carrier as it moves
throughout assembly. The computers also <ond special assembly
instructions for cach car to terminals in cach asscmbly group arca
before the car gets there, o by the time a carrier arrives at a sta-
tion, its team has alivady had time to make up the subsidiary
components it puts onto the body there. Using the computcrs to
keep track of the carriers means that the canriers do not have to
(ollow predetermined pathe in a certain (rozen order through the
stations. If someone notices a scratch in the paint, the carrier can
be turmed back to the painting station immediately, and can later
retum to the appropriate production process.

The door shells are taken off and asscmbled separately while
the body goes through the ten team areas upstairs, getting its con-
trols, safcty featurcs, glass, headlining, and electrical system.
Then the completed doors are installed,

In the mcantime, a high-level carrier on the ground floor hat
heen passing through other team areas for asseinbly of the engine,
the gearbox, the axles, and the ¢xhaust system. Then the high-
level carrier goes up in the clevator, the conipleted body is
mounted on special supports just above the chawis, and the entire
g retumns to the ground floor where a special team mates the
chassis 10 the body—the moast dramatic part of the ascembly pro-
cess After this, the body supports are falded out of the way, mak-
ing the nearly finished car accessible so the next team can fit the
brakes and wheels, fill up the brake fluid, and test the brake pres-
suze. Then the car & moved onto a low carrier for its final acces-
sories, final tests and xdjustment, and dclivery approval. The
ascmbly process finixhes with underbody sealing and a final coat
of protective wax,

THE BUILDING

The design of the plant, like the design of the carrier, is focused
entirely on the working groups. Instead of the original circle !
sketched, the project group and architect Ove Swiirt came up
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Hexagonal plant design gives each group its own wall ond
windows.

Cutaway shows how assembly flows around the outer perimeter
of the Kalmay plant, while internal areas arve used for matesials.




with a set of one- and two-story interlocked hexagons that perinit
cach working group to have its own piccc of real cstate—-gener-
ally onc wall of a hexagon—and to remain viually and socially
connected with nearby work groups. The comers of the hexagons,
between work groups, are usually bufler zones for theee cartier,
sc the workers in a group can choose their own pace as long as
they meet the agreed daily production quotas.

Car assembly is, by its natwure, a noisy process, because it in-
volves a lot of pneumatic tools. One design goal was to reach a
noise levd that allowed normal conversations—about 63 decibels.
We were able to achieve this in the majority of the preduction
arcas. Somc work stations near noisc-making equipment that is cs-
sential to car assembly had 10 be content with 80-835 decibels—suill
below the requirement for heating protection, To achicve these
levels, we used all the 1raditional mcasures and materials for cut-
ting noise, In addition, we explored the noise sources themselves.
Wherever we could, we chose asembly hand took that give high
output at fow speed, which recults in marked nokse reduction.
‘Then we added walls and scrcens with exceptionally good sound-
absorbing quulities as well as a roofl absorher system. The sesult
has heen a relatively pleasant working cnvirumnent from an
acoustic viewpoint.

The work that people do can be pleasant or unpleasant ac-
cording to the dasign of the plant, Auto cemnpanics have done
some work already on crgonomics, but most of this work
pointed towards more cfficient and faver working rather than
morc comfort [or the worker. In planning Kalmar and our other
new plants, we have had industrial doctors irvolved from the
stant, so assembly work is cartied out with the least physical strain
and the greatest comlort. Orthopedic specialists help us design
the best possible products: similarly, they have helped us develop
comfortable work stations. We belicve both investments pay off
handsomely. The carriers have had similar auention, so they per-
mit pcople to work in physically cortect positions throughout the
assembly process.

Building the atmasphere of the small workshop into a larger
plant was a challenge. Most of the group working arcas arce light
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and airy, located mainly aleng the outer walle where they have
large windows leoking out over the countnside. Moxt of the
twrnis-five teams have their own work areas, their own entiy-
wayx. and their own nonwork areas too, These consise of carpeted
collec arcas and countryside rooms, cach with a stove, refrigera-
tor, coffcc-maker, pantry and views of work. In addition, each
set of two groups shares aot only a foreman and produsction engi-
necr, but also a sauna, changing rooms, thowers, bathrooms, and
closets for clothes.

The light, airy character of the Kalmar plant depends to 2
large extent on keeping matenals in the center and only mwoving
anall quantitics at a time to the team work stations, To keep the
central stores within control, the entire plant has been working
with only a two.day supply of mast materialy on hand. This is
pasible because all the systems by which Kalmar is fed work with
stmilar cflectiveness. It is possible 1o store larger quantities at
Kalmar, but thic would make the working conditions more
crowded and 1hus less pleasant—and it is't necessary.

‘I'he office building, another hexagon adjacent to the factory
buildingz, hat two cnclosed, Jandscaped courtyards as well as re-
ception facilities. a waiting room, an asembly hall, lecture and
conference voonw, and a health center. Although cach team has
itt own relaxing area, we felt the entire work lorce should be able
to establish contact casily, so the office building also holds the
cantcen for all employees.

THE. CROUP

The basis of the Kalmar concept i not the carticr but the
group. The cartier was simply a means of making group work
posible, practical, and pleasant, Today about 500 production
people, otganized in about twenty.five groups, are involved with
cach car. Sorting the various miniscule tasks that evolved in the
technical cra into reasonable scgments was the prerequisite for
what wie might call the ocial era in production, T'hese groups
can view thenuelves ac experts—in clectnical systenw, in instru-
mentation, in stcering and controls. in finish, in interiors, and so
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Each group has clearly identified responsibilities.

on. When a team has its own area on the shop flvor and its own
rTst arca, the ownership of that arca scems to enhance the sease
of membership in the team.

How the tcam organizes itsell & up to its members. This is
not spclled out by top manageinent, nor is it the responsibility of
the foremen, who act more as consultants and teachers now. with
onc foreman [or two work grougs in maost cases. The carriers give
the teams considerable choice in how they do the work. Mast of
the workers have chosen to learn more than one small job, and the
individual increase in skills gives the team added flexibility, too.

Teams mainly choase to work in onc of two ways. The first
mcthod somewhat resembles traditional assembly. The cars move
on their carriers through the team zone, while cach member docs
a different job on cach car. The main dilference from traditional
assemnbly s that the team controls the paee, and the carrier nor-
mally stops unless a worker wants to travel while working. In the
other mode of working, which scems to be growing more com-
mon at Kalmar, a team divides itself into subgroups of two or
three people, and a subgroup carzics out all team jobxs on a par-
ticular butfer zone, and when they finish it goes directly to the
outgoing buifer zonc.

The only contract the workers have with management is to
deliver a centain number of finished doors, or installed brake sys-
terms, or interiors, every day. If a team fills its bulfer zones, the
membeis feel free to stop for coffee or a cigarctte. People often
usc this time to make minor adjustments or double<heck their
work. Most of the tcams have chesen to work together, rather
rthan in the linc mode that simulates the old assembly line. Many
people were interested in leaming new tasks from cach other,

To gain a sence of identification with the work, teams nnust
also take responsibility for their work. Thercefore, the myriad in-
spection stations that characterize most factories have been
broken down at Kalmar. Instcad, cach tcam conducts its own
inspection. After about three work stations, there is a special in-
spection station which has test equipment and people with special
training. Three of these test stations fate in the asxembly cycle
have rolling-road machincs where cars are test driven under dif-
ferent read conditions. The computer-based system for quality
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information takes reports from these stations and flashes rewlis
onto the TV zcreens of tenninals at each group station if there
are any persistent or recurring problems. The computer also «tores
and feeds back information about how' that group solved similar
problemns before. Perhaps even more impartant than the [ault in-
formation is the fact that the computer informs the teams when
their work has heen paisticularly problem-free. ‘The computer is
not nonitoring their work but helping them to do it better. Whike
performing this task, the computer 6 also collecting the overall
inspection information alxsut each car as it goex through the line,
0 an inspection printout at the final station gives a sound guaran-
tee of that car’s quality and an historical record if the car ever
encounters service problems later.

THE RESULTS

Ta give people the flexibility' to reorganize themsclves, Volvo's
preduction technalogy had to be changed. The purposc was to
make the working situation morce satisfactory and productive, but
the initial threst at Kalmar, and later at our other plants, has
amply been o make the technical systens work. Kalmar involved
a great dcal of innovaticn and thus u great deal of sisk. The car-
ey gave us minor problems at fint. Another minor but irksome
problem concerned the conductive tapes in the floors. Tidy people
involved in the layout invented a machine that made liule grooves
in the floor $0 the tape was hidden under a thin laver of hard
plastic. Thw gave the impression that it couldn’t be altered with-
out tearing up the fltoor—a phvschological barrier to the flexibil-
ity we wanted. Fventually we got the little bugs out of the carriers
and climinated the cesist:mce to regrooving, but it took time and
attention.

People often isk why we concentrated s much on the tech-
nical systems and 5o little sn the people for whose cunvenicnce
they were designed, especially i first, The answer is fairdy sinple.
If we fuiled with these technical systems, the chances of changing
the work organtzation wou'd drep drastically. If we succeed with
the technical systemis, we gain a vidble, economic success. which
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Electrical tape, grooved into the floor, powers the carrier,



is the prerequisite for acceptable overall performanee. We could
not “‘succced’™” with the people themselves until we succeeded with
the technology for peaple. As a result, we hope people will be
motivated to reorganize their own work still further to suit them-
sclves—and they will do a better and mote dynasmnic job for us in
the process.

Technology ¢an strangle people. On the other hand. if it is
designed for people, technology can also be a libesator. My hope
was and ts 1hat the Kalmar selution would really be a tool for the
cmployecs, and that once its credibility was established, they
would like to v it

The best we can hope for, in Kalmar and our other plants,
is to achicve situation in which technology does not lintit the free-
dom of the men and wornen who work there, Then we may' ex-
perience a dynamic kind of organization dcvelopment that comes
not from management but from the work force itsell. An organi-
zation that develops and changes at the instigation of it« members
rather than its managers has a better chanee of rencwing itsell
all the time, evolving to fit the 1rue situation of its peeple.

There have been critics along the way and criticism will con-
tinuc because this is a new idea and i challenges tradition. Many
said that people don’t really want to be given more responsibility,
and we would eventually have to go back to more standard meth-
ods. This has proven to be untrue. At one point, when we needed
about forty people willing to lcam new tasks to serve as a flying
squad of reliel personncl, we had over seventy volunteeis—morc
than 15 percentof Kalmar's work force at the time. Extra pay for
the increased responsibility was negligible. “The thing that moti-
vated the volunteers was varicty. At the sane time, rotation is not
forced on anyone. Choices are available and it 8 simply up to the
individuals whether or not they care to take advantage of them,

My original thinking about Kaln:ar was based on the idea
that employees could develop wosk organizations to suit them-
selves, The importance of employce consultiition became obtious
a little later. Beyond the normal concept of ntanagement we can
now begin to imagine changes triggercd by the emplovees them-
selver, The finest form of oiganiational development occurs
when planning can be entnusted to a group of people, ideally
thase who do the work.
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Threc phascs can be identilied in a development such as
Kalmar, and they requir dilferent styvles of management. In the
fint phase, it i« the project deader who makes the technology work.
If he or she failk, nething has been achicved. In phase two, 1the
cmplosees become familiar with the technology and adopt it as
their own. In phase throe, the emplovees begin to take responsibil-
3y for parts of the operations, or the entire operations, and to ex-
ercre their own initiatives. Kalmar is not there vet.

] think it wrong to introduce changes in work organization
as if you were making a big contribution to improving the lives
of your workess, People are not generally enthusiastic about work-
ing with new technologies. They are suspicious. They scldom
show' gratitude for vour efforts, ! regard such a venture as quite
successful if the “noise level™ gets higher. That increase in iteell
reflects a constructive activity that offers promise and potential.
Whenever we have been seen as precachers, pushing 2 doctrine
that is good for others, we have suffered a boomerang cffect. If
our ciforts to change the technical systems appear patronizing, the
whole issue could dic an uniimely death. The suggestions and
solutions for change must ultimately come from the workess, not
the managers. It was managenment’s 1esponsibility to create a
more flexible environment to begin with. It i the worker's re-
sponsiglity to decide how 10 wic it. The nesults of their decisions
have so far been encouraging.

Kalmar's preductivity fluctuates, like that of any other plam,
but a definite upward trend is evident. As far as a coxt justifica-
tion gocs, we are convinced it has been worthwhite, The initial
investment was 10 percent above the traditiona] plan, mainly for
development of the carriers, which have in themsclves been a
good investment. But this additional cost was so inarginal that it
would be hard to allocate it to different departments. The impor-
tant thing is that the tcchnology works. ‘The plant is functioning.
There is no reason why Kalmar will not continue 10 prexduce can
in successful competirion with our larger assembly plants.

The awnption when we started was that the productivity
of Kalmar could equal that of any comparable traditionnl plant.
This has proved to be tnse, Maore important, this kind of plmt
has no built-in limits to increased productivity, Thus, we can
hope for greater prxluctivity in the future.
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Theless physically demandirg Kalmar assembly system
encourages women lo seck jobs in the plani.

In October 1976, the sesuliz of the first outside evaluation of
Kalmar were relcascd. This evaluation was requested by em-
ployees at Kalinar, who thought the awignment should be given
to The Swedish Productivity Conncil {Ratienaliseringxridet}, a
research body sponsored jointly by the blue-collar unions and the
emplovers' astoctation, The seport was approved scparately by
the two sponsorx, as well as the research body.

This cvaluation was based partly on interviews with over
onc hundred blue- and white-collar workers at the factory, and
partly on the observations of the rescarch team. The findings are
quite positive:

Nine out of ten workers participate in job rota-
tion, and cight out of ntne think it is a good way
of working.

The workers are somewhat frec to take breaks
because of the buflers, but the original goals
have not been mnet.

Decisions are delegated beyond the norm in
traditional factorics.

Ninc out of ten workers want to take respansi-
bility for the quality of the product, and feel
that they arc partly able to do so.

Final adjust ments take more time than original
plans anticipated.

The employecs say the physical working envi-
ronment is very good. Original goals for noise,
light, and health service have been inct, but Ihe)'
asked for certain chonges regarding working
postures and suntincr ventilation.

Productivity ts as good as Torslanda, and the
flexible layout will pay for the htgltcr investment
when it is used to full eapacity.

Personnel turnot:er and absentceism are around
Alve percentage points lower than Torslanda.
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Rlue-collar  White-collar
T satinfed Ce saliified

Physical workload 83 08
Work positions 55 70
Nuoise 80 L)
Lighting 6 o
Windows, outlook | 82
Climate, air pollution 49 76
Protection against chemicals, cte. a8 a1
Personnel space 71 g1
Emergency risks &1 al
Medical care O a7
Safety precautions 6 97
Workplace and environment 83 04

The above table shows the reactions of sixtv-nine bloe-collar
workers and thirty-three white-collar workers interviewed about

various aspects of the Kalmar plant.

THE SOCIAL CALCULATION MODEL

Rather than indulge in the numbers game, 1 would prefer w0
leave the Kalmar justification in the broadest terms—because its
pavolf to us is in equally broad and unquantifiable terms, Kalmar
has accelerated the rate of change at other Violvo plants, for ex-
ample. It has helped create for emplovees a sense of membership
in something a little bit special, a trifle pioneering. It has added
to our momentum. In general terms, for example, Vaolvo moved
up from eightieth on Fortune's international 300 list in 1975 to
sixty-firet in 1976—in a recession year and a recession-vulnerable
industry,

Rather than measure by traditonal indicators, we tried w
develop new tools 1o relate quantitative and qualitative aspects,
Too aften in planning, managers pay attention only to the factors
on which they can hang numbers, leaving aside others—olten
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much more important—uwhich are harder to measure. Morale,
emplovee attitudes, and momentum are difficult to take into ac-
count when making hard-nosed investment decisions, Vaolve has
tried 1o solve this problem with a “social calculation model” that
goes beyond strictly economic terms to provide a new basis o
justify investment. This takes into account assumptions about hu-
man behavior that are just as important as (if not mere impor-
tant than) asumptions about economic results, This model &
now a standard tool that has been worked out in detail, The re-
sults from Kalmar have given the confidence needed to continue
developing the model,

When we started thinking about the cost to the company,
and the cost to society, of high employee turmnover and absen-
teeism, we tried to derive from our own experience some statistics.
The company has to bear the costs of recruiting and teaining em-
ployees, The absenteeism and tumover rates abo increase the
costs for quality control, for maintaining larger buffer stocks of
semifurnished goods and components, and for adjustments, tool,
and machinery, Administrative costs go up when a company must
maintain pools of reserve labor to fill the requirements during
peak periods of absentecism. If the costs of high labor turnover
and high absentecism could be reduced, the resulting savings
could be used to improve beth the corporate and social environ-
ments.

Valvo consulted with social scientists in universities and
public agencies as well as other specialists, Preliminary studies
showed that the total savings, to a company and to seciety, would
be substantial. A company with 10,000 employees would save
about $12 million a vear for jtself and another $8 million for the
community and country if it could reduce labor tumover by 10
percent and achieve a simultaneous drop of 4 percent in ab-
sEnteeism,

This model made it possible to further justify investments in
property, plant, and equipment when the improvements would
improve job satisfaction. The Kalmar plant is one example. Sim-
ilar calculations provided the basis for designing the Skivde and
Kiping plants. But the investments might not have been effective
if we had not designed the new, improved work environments in
close cooperation with employee representatives.
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It was necessary to quantify these savings and build them
into the same framework as our normal accounting svstem before
this approach could become generally acceptable to the company.
Today managers present a social calculation estimate—the im-
provement they expect mainly in labor tumover—along with
normal cost estimates, for new investment. The social estimates,
now based on a few year's experience, are usually quite accurate.
Like other ideas that evalved during the Kalmar experience, the
social calculation model i now a normal facet of management
in every Vaolvo facility.

The real results of the Kalmar risk are now clear: there are
real alternatives to the traditional assembly line, and that they do
not need to increase production cost, Kalmar demonstrates that a
less central rale for production engineers and foremen does no
harm to the quality or quantity of production. The accomplish-
ments at Kalmar have helped to spark more general debate about
the assumptions underlying traditional production technology.

Pioncering always carfies a certain cost, Kalmar has at-
tracted attention in other countries as well as in Sweden, so the
first several vears were marked by a stream of visitors to the plant.
Kalmar's productivity may illustrate the so-called Hawthorne Ef-
fect, if the workers are motivated to some extent by the ongoing
atiention.

The start-up vears alio entailed getting technical systems to
work and training many people in completely new types of or-
ganization. Now the start-up problems are behind us and I']l.r.
technical and economic objectives have been met. Advances in
the future will depend on the real involvement of the workers
and the changes they consider irmportant.

Vaolvo has received many requests from social scientists and
rescarch people to make studies at Kalmar, However, their re-
search was not very helpiul when we were designing the plant, so
wee have resisted mest of these outside requests to do attitude sur-
veys and questionnaires. A few of our own rescarchers and those
of the unions have made useful contributions, We don’t want to
find out what we did yesterday. We want to know what 1o do
tomorrow. Changes in social research are now called for to match
some of today’s changes in society, so studies in the future will be
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less concerned with “proving™ things that have happened in the
past. Business is oo complex for single factors to be isolated and
generalized in the way that mest current research tries to do.
Kalmar met the company's desired objectives because of the peo-
ple rather than the carriers, the hexagons, or the coffee comners.

THE CARRIER OF THE FUTURE

The carrier was instrumental, of course, in making it possible to
change the production techniques at Kalmar, It is still evolving
and can be potentially extended in a number of different diree-
ticns,
Carrier development has proceeded in two main directions:
wheeled carriers and air-cushion devices, The air-cushion prin-
ciple is not new: the device is very simple and a single person can
move a ten-ton truck with a gentle push, Volvo's contribution has
been to view it as a way to improve group-working possibilitics,
rather than simply as a device to move ten-ton trucks, Like the
Kalmar carrier, it liberates people from the line. We arc now able
to use air-cushion devices for team working at Eskilstuna for
tractors, at Arendal for trucks, at Borks for buses, at a new engine
factory in Vara, and in the body shop at Tomslanda.

The automatic carriers on wheels, orginated for Kalmar,
have become the main product for a group called Vaolve Engi-
neering. They have simplified the original carrier computer sys-
temn and reduced its cost. The wheeled carrier has evolved along
two main lines.

The first is the Kalmar-type production platferm, aver which
workers have considerable contrel, The second evolution & for
pure goods transportation, with computer control permitting op-
eration without human intervention. Production-platform type
carriers arc now being developed or used at six Veolve plans.
Automatic material-handling systems have eliminated heavy or
repetitive jobs moving pallets at the Arendal truck factory, and
moving cars and bodies at Terslanda. One of the side effects of
the Kalmar development was recognizing the information-gather-
ing possibilities when such a device used with a computer system
reports its position through simple sensors along it path. This idea
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Computer terminals revoute carniers and report quality status.

may be usclul in inventory control, or may have many distribu-
tion and transpostation applications in the future.

We are not the only awtomotive company to usc a carrier
concept. Saab developed a small carrier for engine production in
1973. Fiat has two diffcrent projects wang carricr concepts, and
uses a carrier for making the medel 131 Mirafiore car. Peugeot
uscs 3 carner-type device to 1ove bedy parts from an asembly
group to the linc. Intermational Harvester in the United States is
a pioncer in use of the air cushion, Rockwell International in De-
troit uses the carricr conecpt (or rear axle production.

The carrier idea should not be conlined. of course, to the
automotive ficld. Several firms already ute carrier-type transport
devices to eliminate unpleasant or dangerous jobs- Frigoscandia,
which has 200 cold storage plants in Europe, is working with
Volvo Engineering to develop an automated warchouse for frozen
food. The unm:nned, computer<ontrolled carrier not only saves
peeople from working in below-zcr0 temperatures, it can ako save
up to 20 percent of the energy cost because it works in the dark.
Another joint venture with ARLA, Sweden's dairy production
cooperative, ako clitninates working in the cold. This is an inte-
grated plan (or matenals handling. in which one kind of simple
carrier feeds milk-carton packing machines with the paper they
nced to make cartons. A different kind of carricr with three forks
takes three loads of full cartons and delivers them to 4°C cold
storage. This camner also picks up cartons (rom the storage sce-
tion and dclivers them to the trucking bay-—all without human
intervention, This final step involves our other big product line,
trucks, S0 it may be possible to design (uture trucks for casier
loxding and unloading by carricrs.

Eventually, combining the computer, the carrier, and trucks,
it may be possible for machines to spend the night analyzing the
day’s orders. then planning and scheduling the packing machines,
supplics, paper. and milk in storage, moving itenws areund as
necesSiry to get ready for the next day's business,

Other applications under discustion inctude a carrier model
that can load at heights up to thisty fect in an automatic ware-
house. one for cargo handling at a Swedish airport, and another
for baggage handling at Munich airport. An airpert of the (uture
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eould use carriers and computers to move passengers, cars, cargo,
and baggage in smooth progression between points that are bot.
thenecks today such as pasenger terminals, baggage collection
areas, garages, warchouses and the planes. Then a passenger
might drive to the door of the terminal, leave his car and bageage
there at he checks in, and be transported comfortably to his
plane., On his return, carriers could have his car waiting for him
and the baggage beside it. Carriers will be cheaper and more
efficient than today’s combination of trucks, buses, convevor helts,
moving sidewalks, and escalators to move people and goods
through airports to their destinations.

Whether the carrier idea is used in an asembly line or a
city center, the point i that the carrier lets vou organize vourself
as vou wish and as the situation demands. For Volvo, the achieve-
ment of Kalmar is clear, Whether or not we have vet managed
to organize the plant so people are satihed with their work, we
have certainly solved the materiale handling problem that created
so many people problems in the past.

The carrier is not a great invention, Automatic warchouses
already exist. 5o do the independent transporiation machines
mast of us have in our garages. The important thing 15 (o view
the transporfation machine or preduction platform Aexibly. Most
automatic warchouses assume the user will reorganize hardware,
production flow, and people to suit the system. The carmer idea
presupposes that vou it the swstem to vour convenience, your
miethads, and vour people.
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7] almar is a pleasant town with a rich history, in a rela-
tively flat area where farming predominates. We were
able to handpick a skilled work force to start the

| Kalmar factory because we went into operation at
time when another factory was cutting its work force. Few for-
eign workers are included in the work force, simply because the
area has few immigrant. One structural point that has contrib-
uted to our progress at Kalmar deserves emphasis: the plant was
designed for a maximum of 600 workers per shift,

Change is quite a different matter in a place like our B000-
emplovee Torslanda factory, just outside Gothenburg. The city
is busy and business oriented, characterized by granite outcrop-
pings, trees, and parks, Gothenburg is highly industrialized but
dominated by recession-prone shipbuilding and construction in-
dustries, so it suffers greater economic ups and downs than most
cities. It is more a melting pot of populations than most parts of
Sweden, About hall the emplovees at Torsdlanda come from for-
cign countries, mainly Finland and Yugoslavia. The factory suf-
fers high normal absentecism related to its bigness and urban lo-
cation, but due even more to the unique Swedish sack-pay system
that gives an absentee 90 percent of his or her eamed income.
This helped boost the absentecism rate.

Built in 1964, at the zenith of the technical era, Tormslanda
ts ticd o the assembly line on a large scale. Tearing it down and
starting over 8 not economically feasible. New factories can sorme-
times be built on a smaller scale, with flexibility as a more im-
portant factor than economy of Ecult but Tordanda remains the
sopree of our "bread-and- butter'” pm-ductmn the mother factory
for the cars that are the company's primary product. This means,
too, that we can’t make sweeping changes that might disrupt pro-
duction, as we might be able to do in a new place where we were
adding or replacing capacity.

Critics sav: “Yes, Kalmar is nice, but most people can't af-
ford brand new factories, S0 what do vou do when vou already
have a big plamt built around the traditional technology?” We
think the people at Tomslanda have developed some answers (o

these questions,
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While central management spurred the Kalmar plan o a
large extent, most of the changes at Torsdanda in the past five
years have been locally generated, For this we must give consid-
erable credit not enly to the managers there but also to the fifty-
five works council groups and advisory groups, to a number of
active union officials, and to the more than 8000 workers. Many
of them have welcomed changes,

A CONSULTATION STRUCTURE

Throughout the company, we have a hierarchy of works councils,
with representatives from both management and the employees,
Some of these councils—one per plant—have been required by
collective agreement since 1946, Others, like the Corporate Works
Council, have been created on a voluntary basis to meet our own
needs for consultation.

The Corporate Works Council has been wseful for both man-
agement and the employees. It meets about four times a year in
different places related to the auto industry. One time the council
will meet at the plant in Torslanda; another time the group might
visit a dealer, or a remote plant, or one of Volve's outside sup-
pliers. We try to tie our mectings to operations related to the
company. Omnce, after the council had backed the idea of the
United States factory, we went 1o the United States for a week
and visited other auto manufacturers, dealers, and places related
to the auto business in America,

The Corporate Works Council is organized like most of the
others in the company. The president chairs it and one of the
employee representatives is vice chairman. Ten of the nincteen
members are selected by the emplovees and the remaining nine
are management people. Anybody can bring to the agenda any-
thing that seems important. The works council is more of a coun-
sultation body than a decision-making body, Thus, we discuss
investment often but do not vote on it

The Corporate Warks Council does have certain decision-
making powers and a considerable budget to allocate. Under nor-
mal circumatances, works councils don’t have money to spend for
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gpecific items, but our Corporate Works Council spends a good
deal of money every vear to improve the working environment;
this is in addition to the budget of each unit for its own environ-
ment—another set of decisions in which the local works councils
take part,

A special working group within the Corporate Works Coun-
¢l has been asked to set up priorities according to need in the
various Volvo locations througheut Sweden, so the council mem-
bers have visited every plant to help decide how to distribute the
money. The corporate council has also designed our new per-
sonnel policy. Volve is one of the few companies in Sweden in
which both management and labor worked together on such
a task and eventually achieved consensus on both content and
implementation.

In spite of the effective consultation structure in the hier-
archy of works councils throughout Torslanda, the plant’s orga-
nization was and still is somewhat monolithic. Torslanda has
large departments and considerable interdependence between de-
partments, which often gives rise to friction or competition be-
tween them as well. Many jobs are still paced by the speed of the
assembly line—a matter determined by negotiations between
union and company representatives, The speed is monitered by
COMPULeTs.

Torslanda's emplovees actually have a strong say in the speed
of the line, but, because it is negotiated through formal processes,
the individual must see his or her own influence as bess direct than
the control a Kalmar emplovee exhibits. Three times a day at
Torslanda the line stops; twice for colfee breaks and once for
lunch, Stopping the line ostensibly costs the company money, but
the emplovees asked for it so they could have their breaks to-
gether; we get better coordination and no real loss in overall pro-
ductivity from the shared breaks,

Some kinds of inflexibility are built into this kind of mono-
lith, Although we have flexibile working hours in offices and labs
at Torslanda, we still have shift work and to-the-minute work
schedules for most of the production people, Thus the early shift
comes to work at 5:54 a.., for example, and departs with the
whistle at 2:36 in the afternoon. The only way we can erode this
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kind of clock control is to speed up the introduction of group
working, which can give group members a little more Aexibility
in arranging their own schedules,

In an environment like this it is difficult to engender a sense
of trust and membership in the overall unit. Smaller factories
have maore success in this respect. One factor which seems to help
create a sense of membership in the smaller units we are trying to
ereate within Tomslanda is the information various departments
give emplovees about their own output related to company-wide
results,. Overall, Torslanda tums cut a competent house journal,
in three languages, At the end of the vear the treasurer and 1
make a slide film for emplovees explaining the financial perfor-
mance. This is also published in a clear and jargon-free form in
the houze joumal,

Since April 1975, by agreement at the national level between
the unions and the employers’ confederation in Sweden, all em-
plovees are entitled to full financial information about a com-
pany. They are also entitled to have a financial comminee of their
own, and a consultant if they feel they need help interpreting the
information they want about the company and its operations, In
Vaolvo's case, this created no problems because the company had
already been working towards open information {or employees
for a number of vears. The works councils agreed that our exist-
ing information was sufficiently clear and comprehensive that no
outside consultants have been necesary. The financial informa-
tion agreement has helped make more managers aware of the im-
portance of good information clearly presented, and the specific
feedback employees get within their departments is gradually be-
ing enniched as a result.

ROTATION AND BEYOND

The main plant at Torslanda is almost a mile long, a symbol of
the long lines that prevailed in auto manufacture when the plant
was built. A car goes through four main proceses belore it is
finished: pressing, body work, painting, and assembly. Each of
these four main processes forms the focus of 2 major department
at Torslanda.
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Torslanda stretches almost a mile from ¢nd to end.

Organizationally, we would like to make the four depart-
ments as autonomous as possible. Thus, each now has its own
decor. ‘The body.shop changes in 1973 indicate how this minor
item in the environment can contribute to a sense of participation
that gives impetus to ather projecis as well.

Bedevilled by an inherently noisy and dirty process, body-
shop workers and managers got together and chose a working
group to assess the various problems, suggest some solutions, and
figure out the costs of the alternatives. The working group went
to the Gothenburg School of Applied Art for help. A group of
aichitects there took on the shop as an assignment.

The results were promising. The architects proposed a fun.
damecntal color scheme with red, orange, blue, and green. They
also suggested ways to cut the noise from jigs and grinding ma-
chines. These suggestions were put together in a special exbibition
in the shop, and employees came 10 sce and decide for them-
scives. Manv had further suggestions and related problems to
offer. The response was quite positive. It took scveral ycars to im-
plement all the proposals, but today the body thop is one of the
brightest spots in the corporation. By building “houses™ for the
worst nois¢-making equipmem, the designers were able to cut the
sound level by 10-20 decibelsin the noisest areas: new equipment
keeps the air cleaner where dust was worst. The pleasant sur-
roundings encourage people to keep the area tidy, too.

Although the consultation structure has always been strong
at Tosslanda, real changes began to eome to tight as Kalmar
planning got undcr way. Torslanda was in some ways the cradle
for Kalmar. The carrier was developed by people borrowed from
‘Torslanda; then, when it came time to 11y out the tlting device
for the Kalmoar carrier, a number of 1tlters were installed in the
assembly arca at Torslanda, replacing pits. The results were so
positive that twenty of them are used in Torslanda assembly to-
day. The Kalmar project acted as a catalvst, as we had hoped,
heightening the awareness of other employess and managers, and
spurring creative ideas about aliernative work styles.

Gradual change was the goal at Toislanda, and this has been
achicved, Two parallel strategics were developed for the big fac-
tory. First was to mechanize wherever it was feasible to do awav
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with dirty, heavy, noisy jobs. Sccond was to change the job where
it couldn't be automated. Gradual improvements along four
fronts can be noted. The fint & the phyieal environment, pri-
marily improving the working place itscll, with atention to the
stcondary places such as green aneas. recreation. lunchrooms, and
so on. The sccond front iz Job dexign. The third &s participation,
including the commitiee structure that constantly changes and
grows, seting prioritics for improvements and investinents, and
makingdecisions regarding working pattemns.

Fourth, and incrcavungly important as we make progress
on the other three fronix. is pervonal development, the chance
for individuals to learn more, to enhance their personal lives and
carcers through oppottunitics available within the company.
Whether people are carcer-minded or not, they have chances now
to learmn what we do and how we do it, as well as to gain any
specific knowledge they want,

With improved motivation and involvement, people at Tors-
landa ate no longer “assemblers.” In recruiting, we at Volvo now
usc the terin “car buildess.” This is pan of an overall drive to
achicve higher atus for the people who have aleeady begun to
contribute more than mere muscle power. Changing the term
may help ¢hange the image, but it cannot be a gitnmick; this
kind of approach only works when it represents a real change in
the work itsell as well as in attitudes.

Starting change and keeping it going is a chxallienge i a place
like 'Torsdanda. Most of the works councilz, consultation groups,
and project groups have moncy to spend on such things as im-
proving their working conditiors. Changes to cut dust or noise
roquire little outside impetus. Changes of work structure that can
take place within a single working group also occur casily, But we
have discavercd that most real changes of work structure affect
other groups,t least indirectly. So the problem has been to draw
the boundaries for single working groups wherever we could, and
1o make them as clear-cut as possible.

Change is more difficult when it involves the organization
itwll—~and that includes identifying and scparating working
groups. It abo includes anvthing that crosses departmental
boundaries, because the nced to coordinate between groups iind
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Wherever posuble, pobs Iike welding heve been com pletely
aufontated.

the number of interested partiez escalates rapidly, There are al-
wavs a number of practical reasons to maintain the status fua.
The more organizations one finds involved in a change, the more
reasons will be put forward o retard change. Only when a clear,
corporate-wide drive for change is visible and credible will resis-
tance pomnts subside, In this context, once vou have some easily
identifiable working groups, job rotation s fairdy easv; bt job
enrichment wually eroses boundaries, of status if not function o
organization, so it often takes longer to pet started. Enrichment
seems to be worth the trouble ance it pains momenium, though.

The basis for todav's progeess came from some steps that
were taken in the late sixties, Tn the mid-sixties we experienced a
very rapid increase in production, which meant recruiting at least
TR s i."l|||:lill1-l.'l.'~ every vear in addition to the nomal number
necded for replacement, As absenteeism and emploves turnoves
rose, the recruitment problem grew worse, In 1968 managers and
Wi representatives started a discussion group and emplovee in-
terviews especially about absenteeism, That group and the study
it conducted created the groundwork for later advances. One
recommendation the group made then was for job rotation.
Valvo has that now, Another was providing  more interpreters
and other =ocial services for forelim workes. We have those
now, in addition o Janguage lesons on company time. The third
area they discused was the job environment. That has taken the
miost money, but progress i vigible and steady. In a progression
that would be familiar to Maslow, we find todav that prrmn:._l
development and a chance 1o influence the work have become
more important 1o the emplovees than they were a few vears ago.

The approach at Tomslanda is evolution—step-hy.step im-
provement, with ]:u'-:-||[|' imvedved every step of the wav, We can't
measure the pace, but we have progress every vear, Every summer
when the company shuts down for vacation, different areas are
improved. The employees have been involved in almost all the
changes—ventilation, lighting, lavout, noise, dust, decor, That's
the hardware side of the improvement. The software side is job
design,

Job rotation was the opening wedge. It started around 1964
in the upholstery department, for very practical reasons, Em-
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plovees complained of sore muscles [rom doing the same opera-
tion over and over. Thev discovered that if they paired off and
traded jobs every day or so, they were able to wse different sets of
muscles. From that ergonomic, down-to-carth beginning have
grown most of the other changes that focus on the quality of work
life more generally. Soon the upholsterers (mainly women) were
trading among three or four, and the relief from wrnst, arm,
shoulder and back pains was far greater than anything they had
been able to get from the small army of supervisors, doctors,
safety specialists, and industrial engineers who had developed
methads or mechanical aids o relieve their complaints. There
were disadvantages, though some workers found the change of
pace from one job to another too difficult, and wanted to go back
to the old system.

There were some benefits. Most of the employees felt they
understocd the overall process a litle better, and had more tober-
ance for their colleagues when they learned that the other jobs
were not as easy a8 they thought. Improved contact with fellow
waorkers sometimes led one person spontaneously to help another.,
The phyvsical pains (and associated absentecism) dwindled. But
fechings emained mixed,

In 1966 new equipment changed the nature of the work, and
forced a two.month period of one-station work with slightly more
complicated tasks, Then production engineers, in consultation
with uphobiterers, gradually developed a completely new system
in which each worker learned the work for all fifteen stations—
most of them about two-minute tasks, Then workers rotated every
day or half-dav, Seats with errors were immediately sent back to
the proper station to be fixed. Each operator had training to leamn
every station, so there was more variety. They noticed a sharp
drop in the aches and pains, and new signs of team spirit began
to show up. This time the workers were overwhelmingly in favor
of the change,

Eventually the workers in upholstery were given responsibil-
ity for planning all their own work, a fairly complex task becanse
the blue seat with the special fabric has to leave the upholstery
group in time to reach the asmembly line at the right moment to
meet the blue car with the special headliner, The planning had
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been a white-collar job in the past, but the group members, who
alternated the paperwork task, had no trouble absorbing the
planning. They get information on the amembly requirements
from a teleprinter, and have to translate this into individual as-
signments. They have also taken over checking the quality of in-
coming upholstery materials, a job that used 1o require four in-
spectors. All the operators attended a short training program to
learm how to find and identify all the kinds of defects and what
to do about them.

As these changes took place, rather pradually, there was a
concomitant increase in team spirit and individual commitment.
Employee turnover and absenteeism changed dramatically, and
the upholstery quality improved becawse team members under-
stood the entire process and felt much more responsible for the
product of their waork,

The gradual growth of this group, Irom the first 1964 rota-
tions to the full-scale enrichment and group working it achieved
by 1968, has many of the characteristics of other successful
changes. Initial resistance to change is overcome only when there
has been sufficient time and contact between members for a real
group to begin crystallizing. This contact is very difficult to
achieve on a rapidly moving assembly line where task times are
counted in seconds, not minutes, So the wpholstery group demon.
strated first of all that a group creates itself; it cannot be ereated
by someone else. And the process does not take place overnight.
Omce a real group does exist, it can take on other tasks well be-
vond its original purpose. As later groups also learned, rotation
was often better than a single short-cvele task, but it entailed a lot
of hopping. If group members could enlarge jobs, taking in neigh-
boring tasks, they could tum a two-minute station time into four,
or eight, or ten minutes, and have more satisfaction in handing
on & fairy finished product. Enrichment, whereby the group took
on supervision and control and planning tasks, usually came later,
when the group was quite well formed, And the enrichment gave
further impetus to team spirit and morale.

Although the upholstery group provided a good example,
and a plant-level study group concerned with job content was
formed by 1969, rotation nonetheless erept an very slowly, By the
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end of 1970, about 3 percent of Volvo's 3000 assembly people
were rotating jobs, although job-rotation missionaries in the plant
and personnel people were pointing out its benefits frequently. In
the 197173 peried rotation absorbed a large quantity of plan-
ning and discusing energy for a rather slow visible result. We hit
10 percent in 1971, then 18 percent in 1972, then began to see
momentum when one-third of the asembly people were rotating
by the end of 1973,

From then on, there was a sharp rise in people’s acceptance
and willingness to try rotation. Less energy and planning were re-
quired from management to keep the momentum going. In 1974
almost half the assembly people rotated jobs, and in 1975 it was
34 percent. By the end of 1976 the number in job rotation, job
enlargement, or job enrichment was over 60 percent and manage-
ment knew it would continue until it gradually reached the nat-
ural demand for change in jobs. There are now and will w seme
extent always be a small percentage of workers, especially older
people, who don’t want to change at all. In one survey of 100
employees, 65 were already rotating and all liked it. Of the 35
who were not doing so, 23 wanted to rotate, and the other 12
were quite firm in their desire for the security of knowing they
could come in and do the same job tomorrow.

The enrichment figures are still low but they are gathering
momentum oo, Experience in the paint shop shows the pattern.
The grinding lines there, where bodies are polished after their
base-coat painting, used to have operators who went over the en-
tire surface with water-cooled sanding machines—an unpleasant
job at best. Four controllers inspected the sanding and then sent
any defects an to the elite adjustment polishers, The department
had the familiar problems of absenteeizsm and wrnover. A work-
ing group including supervisors and workers was formed 1o see
how they could make jobs on the sanding lines more interesting
and improve the quality. The group surveyed all workers, and
ultimately suggested that the people who did the sanding should
mspect their own work and decide whether supplementary polish-
ing wis needed, This, of course, meant that the polishers had to
learn more about the entire painting process and how their qual-
ity was judged. Alter a long training course and on-the-job train-
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ing, they were able to take over the inspection tasks: the polishers
were the first to do their own inspection, but later the machine
sanders followed the same pattern. By this time, afl the workers
could switch between overall sanding and spot polishing, and the
group began to share responsibility for the quality of the bodies
leaving the polishing line, The extra costs of training were quickly
recovered; the four inspection jobs were abolished, and the num-
ber of defects leaving the shop dropped from an average 3.2 per-
cent 1o only 2.5 pereent. Absentecism dropped to levels that were
about the same as those in the rest of the paint operations, but
personinel turnover was cut in hall, while it remained about the
same clsewhere,

A visit to this line reveals other differences that have evolved
since the job enrichment project took place. Instead of a foreman,
the group members have an “instructor” on hand in case they
want advice. On one representative day, three people (two of
them women) were hand-sanding the more intricate roof edges
while five worked with machine-sanders on the sides of the car,
and two more did the front and back. They had organized them-
selves this way. After coffee-break, the hand-sanders and ma-
chine-sanders traded. They had evalved from a line organization
to a complete group working on one car, but were discussing
instead working on three cars at a time, in groups of three, which
would create less intedference and splashing. The working ar-
rangement was completely up to the group members,

FOCUS ON GROUP WORKING

Group working is easier to achieve in body and paint shops, but
Volvo is still largely tied to the line in assembly, One of the maost
important changes at Torslanda has been to move as much work
as possibile off the assembly line and into preassembly groups. This
not only gives the group members some of the same social and
work advantages the groups at Kalmar enjov, it also makes the
tine itselfl a little less crowded, so it improves working conditions
for evervone.

A reference group with four union representatives and five
company representatives meets once a month to keep track of
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progress in Torslanda, trying to analvze what is good and where
emphasis should be shifted. The union people have initiated a
strong drive to shift the focus from rotation to group working,
setting up production groups with more autonniny. This makes
a great deal of semte, becawuse once groups exiM and have auton-
omy, they ¢an choose for themsclves the rotation, enlacgement, or
carichment patterns that best suit their own tasks. A four-man
tcam from the reference group has set out goals and some guide-
lines for creating groups. An important clement is that group
working brings fundamental changes to the foreman’s role. In-
stcad of giving asigmments, the foreman gives advice. Jt ts note-
worthy that the foremien’s union representative was one of the
four pecople who write the joint statement,

The jeint statement identifies three vital factors for viable
production groups:

¢ There has to be some chanceto identify group
goals rclated to production, quality, or quantity,
so members know what is expected of them.

® Some natural linkage should exist between the
diffcrent tasksin the group, cither the same
product or some ot her natural communication.
To get the kind of joint responsibility that marks
a workable group, it isimportant that cvery
member of the group knows, or can learn, most
of the jobs of the others.

" A group nceds good communication internally.
Language barriers can cause problems. T here-
fore, with a mixed-languoge work force, this
factor necdsto be takeninto account. Comnu-
nication between groupsis also important.
Therefore, at least onc member of cach group
should be fluent in Swedish.

Torslanda is trying to increasc the number of jobs suitable for The degree of communication within a group also depends
EQrESYY on whether it has a butfer system and can sct its own timing.
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Furtheninore, we have leamed through experience the importance
of letting the group itsell decide how is work is to be changed.
Reorganization has to grow from inside.

On the line situations will still anse where geoups ¢cannot ful.
Al all these vequirements. Even so, thirty people could be reor-
ganized tnto, say, 1three groups, and people could be shifted be-
tween groups to fit their capabilitics and desires. Where we can't
have buffess on the line, we arc heginning (o emphasize sonscthing
lecarned at Kalmar. ‘There the working groupx didn’t like having
different redief people cvery time they needed a replasement for
a member who was sick. So they created a pwol of people who
knew a number of tasks, and asigned thern to specific scts of
groups- Increasing thie numbee of relicf workers on the lines at
Torslanda and making thein apecifie to ocrtain groups may help
alleviate the absence of buffers, and make the relief people fa-
miliar and friendly semimemixrs of the working groups.

The benefits of groupworking are obvious, in terms of quality
and cost for the company and better woik and ititerrelationships
for the workers. Groups have an effect on abxentecism, too, be-
yond the dtop that naturally occuts when the work becomes more
interesting. In one case in the body acea, a man in the work group
was absent one moming, so group members phoned him at home
and said: “Why aten’t vou here?’ He came in to work that
aftermoon.

‘There are problems asvociated with the change to group
working, of courte. Many outsideis wonder what happens il the
group rejects a member, or how groups succeed at seiecting their
own members. We anticipated the rejection problem, and set up
int-house employment agencies to find places ekcwhere for peeple
who had trouble getting along with a group, but theee have been
rather few imstances of this, More often, the request for a change
to work that seemis more interesting to the individual.

One six.member group in the body area was growing to cight
members,. The group chose its new members. One of the new-
comers was a pleasant person, but was absent quite often. The
(oreman did not approve of the choice. but said and did nothing.
He found that the group, having made the sclection, scemed to
have a joint commitment to keeping the man at work,
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sl small roof over the work area helps create a sense of being a
separale group inside the giant factory.,



The company, the unions, and individual workers agree that
a vital prerequisite for group working is that demands for produc-
tion rest on the group, not on the individual members. Instead of
measuring individual productivity (and paying individual bo-
nuses) the company simply sets a norm for the group.

In any group, of course, differing work styles must be ex-
pected—some members do more than others. The members gen-
erally accept the differences gracefully and adapt to them. As
long as the group attitude is supportive, small differences don't
seem to matter. This leaves ample room for individuals to have
a bad day or a good one, or to work better in the alternoons than
in the momings. Furthermore, it gives the union a better chance
to help its members, If someone is upset about his or her job cone
tent and complains to the union, the union looks firg at the group
situation rather than at the individual’s situation, The union peo-
ple can often solve problems with the group rather than in fola-
tion, and small events that might otherwse become politicized
tend to stay in perspective,

An cffort is being made in Sweden today to find jobs suitable
for people with handicaps of various kinds, Group working gives
us a good opportunity to do this. Disabled people travel from
group to group evaluating the work and discussing with members
which jobs might be done by handicapped people. Finding such
jobs & specifically the tak of the internal emplovment agencies.

Problems do occur in the tramsition from line working to
group working. Both management and union people are particu-
larly concerned 1o keep group working from taking on “elite”
overtones. Instead of selecting only the most responsible people
for one new group project as (management might have pre-
ferred) or a handpicked representative sample (as union re-
searchers once suggested |, Volvo went through the normal proc-
es8 of advertising the openings internally, listing as qualifications
only that applicants should have one vear with the company,
some experience in final asembly, and must speak Swedish,

Ower 150 people applied for the eighteen jobe, A random
selection from the stack of applications resulted in a representative
group; the blind selection process produced a group including
several workers each from Finland and Yugoslavia, and four
wWomen.
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Another group demonstrates a difficult but intriguing aspect
of the elitism problem. An eight-member team in the body shop
has normal shifts of 8.2 hours, like the rest of the plant. However,
the team normally fulfills its daily quota within six hours or so.
There is no point in trying to produce more because the team's
task is part of a larger production schedule, and this weuld also
upzet the bonus balance with other workers, Members can't sim-
ply go home when they finish, because other workers are unable
to do so. 5o, they tend to have coffee together, relax, ue the
recreation or sauna facilities, and have planning meetings. Some-
times they use the time to explore adjacent groups and see how
the _qualjly' ol their output i perceived by neighbors, This kind
of situation will disappear when more of the ather functions are
done in working groups and there & les dependence on the
whistle,

Interdepartment rivalries may be heightened by shifts to
group wnrli_:. The paintshop, for example, changed to group work-
ing in 1974, with workers doing their own inspection. A real
tmprovernent in quality has resulted. But there has ako been an
merease in complaints about quality from the department that
receives the paintshop’s output. The paint group considers the
complaints arbitrary. Tt seems that when department A changes
its work patterns, department B tends 1o look even more closely
for Alaws—an indication of intersibling rivalry which probably
enhances group formation, although it is a nuisance, The prnh'-
lem seems to continue until or unles department B undergoes
changes too,

DOCK ASSEMBLY

The cighteen people chosen at random from 150 applicants were
pioneers for a new kind of working to replace traditional asembly
lines. They have two final assembly docks, with groups of nine
people doing everything: chassis assembly, body work, mating the
chassis and body, and doing the final trim and checkout. It takes
an assembly greasp about an hour to make a car.

This fits the qualifications for our social caleulation model—
the production cost remains competitive, and the additional in-
vestment is justified on the basis of improved working conditions

TORELANDA! BREAKING DOWN HIGNESS fit]



and content. In the new assembly docks, which went into full-
scale operation at the end of 1976, the eighteen workers will be
supporied by more materials-handling people than before—five
instead of two—but these jobs | fork-lift driving and =0 on) were
already among the most desirable to employees because they in-
clude variety and social contact, so there is no job impoverishment
invelved in the change. Every working place has a buffer. The
dock workers have production meetings for an hour ar so every
week 1o discuss their situation, which includes the usual technical
problems that occur with new equipment.

The technical changes are expensive, especially at first, But
dock assembly is moving in directions where real group working
will eventually be possible for more of the line workers than ever
before. We still have to move gradually at Torslanda, but signifi-
cant changes have taken place over the past five vears. Volvo
wouldn't invest in dock assembly if the economic justification as
well as the social justification were not apparent, We can already
see that it is possible to cut production time sharply. When you
split work in the normal MTM way, vou find unused time be-
tween tasks for each worker. With larger job eveles, more work
& done in total, and the work i more satisfying for the people.
The nine people in the Tordanda dock are doing everything all
the teams at Kalmar do. Kalmar itselfl was justified on the basis
of Torsdanda MTM figures, so the people involved in the dock
project at Torslanda believe we have clear potential for more
efficiency,

Management of group werking differs markedly from tradi-
tional line management. Instead of giving orders, the manager
has to listen, argue, motivate people, often compromise. This
takes longer. Decisions are slower, But, in the long numn, decisions
are accepted and implemented rapidly once they are made.

We have leamed something else from the group working at
Torslanda. The success or failure of an idea is often attributable
tor whese idea it was, rather than any intrinsic goodness or bad-
ness of the idea. If it is the union's idea, or if it comes from a
work group, an innovation has a good chance of succeeding.

If it is a management idea, its chances are slimmer. So, the
function of management in a group-working context i not so
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much having ideas as creating an environment where the people
who matter will be able to have ideas and try them out. Joint
consultation on an informal basis—best exemplified in group
working—gives a group a good chance of developing ownership
of an idea and, therefore, encourage group members to make sure
it succeeds.
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olve s not just Tordanda and Kalmar, The company

V | has twenty factories in Sweden and seven abroad, in

| eountries as diverse and distant as Iran, Peru, Malay-

4| #ia, and the United States. Building a momentum of

change toward more human working patterns in all these plants

was a major ohjective from the moment Volve began thinking

about a nontraditional approach to the new Kalmar factory. In

retrospect, the atmosphere of change toward participation was

contagious, but the effects were confined to Sweden until fairly
recently.

In almost every case cooperation and participation began
with attention to the physical environment; only as that began to
improve did people find it natural to turm their attention to the
content of the work itself.

Ower the past five vears Volvo has invested around $20 mil-
lion to improve the physical working environment for emplovees,
This is simply part of the cost of achieving cleaner, more pleasant
surroundings. It demonstrates in concrete, visible wavs that the
company values the people who work for Volvo, But this invest-
ment does not create better jobs, It only provides the conditions.
in which people can work together to organize their work in more
human waye. 5o, attention to the physical environment is one
initial step Volvo has observed in all iz factories.

Another common denominator i5 the nature of Volve man-
agers who have encouraged the changes. They are wsually hard
working, pragmatic people, rather nonacademic in their ap-
proach, They tend o come from inside Valvo, and exhibit strong
lovalty, both to the company and to their own divisions, Thus,
there is limited interchange between truck and car divisions, for
example. Many of these managers have engineering backgrounds,
even those in such diverse jobs as personnel or finance, although
there is a definite trend towards general management skills with
a stronger social orientation.

A third factor that seems to permeate the Volvo experience
in Sweden is the serious, mature attitude of union officials, who
have often initisted or supported changes that caused them shart-
term inconvenience and required adjustments in such basic items
A% Wages structures.
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Group working, for example, means that the basis for incen-
tive or bonus pavments shifts from individual production to group
production; vet it i the union, as much as the company, that has
made group working a primary goal for Tordanda, The support
of emplovees in general and their union officers in particular has
been a positive factor in creating momentum for changes in work
arganization throughout Volvo,

Beyond these unifying factors, though, we find the differences
between one plant and another are the pacing items for change.
You can't transfer a design from one company to another, or
even from one plant or department to another. Each has a differ-
ent approach, a different culture, different people, a different =et
of problems, and different kinds of imterconnection with em-
plovees, unions, and headquarters. A warker in our truck factory
at Lundby, for example, has inherently complex tasks. A truck
i more complicated than a car and moves through assembly more
slowly. Three- to six-person groups do the assembly tasks, which
results in high involvement with the finished product. The main
change there has been to encourage groups to choose their own
leaders and to rotate the leadership every month or 2o, At Tors-
landa, on the other hand, complete reorganization of the assem-
hly process is our eventual goal,

If I had to emblazon two slogans on every wall of the com-
pany, they might be:

® There are no experiments.
& There s no single solution.

Within that framework, it may be wseful 1o explore some of
the individual situations that have led to advances in working
conditions and work organization at different Velvo plants in
Sweden. *

* Many of the changes mentioned in this chapter are described in
greater detail in The Volvo Report, by Rolf Lindholm and Jan-
Peder Norstedt. This study was published in 1975 by the Swedish
Emplovers’ Confederation, Box 16 120, 5103 23 Stockholm.
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SKOVDE: THE "E” PLANT

Like many companics, Volvo uss private shorthand to designate
it various facilitics. The factory at Skavde, a town of 35,000 in
the southwest of Sweden, happens to be called “the E plant.” It
also happens to make engines. And now, by coincidence, it has a
new building in the shape of a four-amied "E",

The engine factory at Skévde datex back to 1868, long before
the birth of Volvo itself. It has a tradition of advanced indusrial
engincering and high productivity. Volvo was a good customer
before it became owner of the engine company. ‘T'oday the Skénvde
facility has about 4500 cinployees, a third of them foreigners
(mainly from Finland), tuming out about 300,000 gaxofine and
dicsel engines a year.

Rapid growth of the compiny has been reflected in equally
rapid giowth of the engine division. ‘The shift towiirds higher
truck production led to a current project to expand the dicsel
arca. The feundry was recently renoviated at a cost of about $14
million. The main symbol of chunge at Skovde, though, is the
E-shapcd unit that went into operation in laie 1974 to make
Volvo's four<ylinder B 21 gasoline engines. Here we started
with i new building, a new pioduct, and, to a large extent. a
new work force, because this was an expansion project rather
than a revamping job, However, employces were involved from
the first planning stagex, and their contributéons were impertant
in the eventual succesc of the factory*

Eagine manufacture differs considerably from auto assembly.
To make a cylinder block. for example, you have almost 500
separate cutting operations, The engine asembly process involves
a comparatively small number of different parts, but requires
intricate adjust mentsand tesss. The machining i noisy and, be-
forc Skdvde, technical advances had made the work 1igid, with
people as machine-tenders. The answer for the new Skovde fa-

* The degrec of enployee involvement is highlighhed in a report by
Novl M. Tichy, Graduate Scheol of Business, Columbia University,
cautled Kiraluating Osganizational Innetations: Wark Restructuring
at Voiro and Genesal Metors.
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cility was to automate the machining as much as posible. Thosc
30bs that renained involved oversall control of, and responsibility
for, the entire task. Asiembly jobs could be done in quieter arcas,
in work gisups. With Kalmur already under way, it was casy to
think about work groups, carrieer, and nonstandard architecture.
The company/union planning group decided to have a building
with four short lugs for the four machining lines, with asciubly
in the large open area connecting the arms. A\ onc.sto1y corridor
connects the other ends of the E, and the spaces between the amxs
contain gardcns and rest areas. The most important benefit of
this concept is the ability to work as five smaller factones rather
than anc large one. Each clement has its own resources to mama-
facture its own product linc. Workers undesstand the te1! process
better, and they also have a better chance to get to know cach
other.

Skovde's plam manager was an individual who welcomed
the return to a eraft or trade orientation as a retum to human-
scalc industry. He saw his role as helping ¢cmployees leam from
their own experiences, and creating an environment whete they
could be rewarded for trying new methods and ¢ncouraged to
dcvelop their own ability. His attitudes were made quite clear to
other managers. They were in complete accord with the planning
group's decision to make group working the basis for the new
plant's organization.

The Skévde factory started up with a nucleus of experienced
people and a rapid intake of ncw employees who tended to be
youag, well educated, and mainly Swedish. The ability to specak
Swedish was a prerequisite for working in the new plant because
s0 much would depend on commisnication among workers. There
was alio a drive to recruit women; new equipment in the assemn-
bly arca reduced the heavy work to make these jobs more attrac-
tive to women. New workers usually started in the final inspection
arca 30 they could see the total product first. This helped put their
later training in context,

The machining departments at Skovde are highly automated,
with automatic loading for most machines, inechanized teansport
between operations, magazines for intermediate storage so ma-
chines don't have to wiit for each other, and mechanical aids to
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Cutateay view shows how machining shops are like separate
factories.

get rid of heavy lifting. Now that operators are free from the
monotonous task of feeding machincs, they instead work in teams
to supenvise and control the machinery, cooperating to replace
parts as nccessary. Nobody is tied to a singl e machine. The work-
ers have gradually built up a strong sensc of team loyalty. They
generally sort out assignments among themselves in a few minutes
before the start of a shift. When one machine line stopped, an
American observer was surpristd to find that the workers, instead
of taking a rest as he would have expected, all gathered around
the culprit machine to discuss the cause and help repair it.

Skavde engine ascembly takes place on a carrier analogous to
Kalmar’s but smaller and less computerized, Guided by the elec-
tronic tape in the fleor, this little carrier holds the engine through
out asembly and text, with devices to move it and change the
angle as necessary, ‘The canier moves from group to group under
the control of the workers. Cylinder heads and valves. camshafts,
rods, and manifolds are preassembled in separate groups. [n-
serting parts wnally takes about three minutes at cach station;
however, becauwe the workers know all the jobs, they can choase
to work in teans to do a complete asscinbly job on one engine if
they prefer.
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Emall engine carriers al Skavde,

Four to six people also work as final inspection and testing
groups, ranning the completed engines under various conditions,
Ihey immediately feed back information to assembly groups if
there are faults—aor an extraordinary absence of faults. Buffer
zones allow workers to control the pace of work, as well as itz
organization. There is no fixed schedule for job rotation—simply
a flexibility that permits natural teamwork.

About two years after the new Skivde factory started up, we
were able to evaluate it in general terms, The resulis have been
quite satisfactory. The quality of the engines coming out of the
E plant is consistently high, The quality of the work organization
is also high, judging from the extremely low emploves turnover
and absenteeism rates. Targets for budget and production costs
have not been met or exceeded.

Qua.ntit';‘ improvements were never demanded, because over-
production of engines would simply raise Volvo's work-in-
progress costs, but we have found a levelling effect: if a tool
change cuts productivity an one shift, the next shift usually makes
up for it. The factory has been able to achieve the needed pro-
duction with a smaller work force than expected, Even so, low
absentecism and high productivity give Volve a shightly larger
work force than the bare minimum. This Efcourages {:‘:;Pc[i_mcn.
tation and gives people plenty of time to learn new jobs if they
oo,

UMEA: SAFETY FIRST

The nucleus for emploves participation at Volve was Umell, a
truck plant on the rural north coast with about 900 employees.
In 1968 this plant experienced a short wildcat strike, and absen-
teeism and tumover rose sharplv. Managers and local union
leaders got together to review the situation and decided to gather
opinions from the employvees themselves at a series of evening
micetings. The majority of the emplovees attended and contrib-
uted to the changes that were eventually made.

Umel already had an effective works council, but small mat-
fers in particular work arcas tended 1o occupy mest of i tme.
Ot of the evening meetings grew a structure of local participa-
tion groups.
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OLOFSTROM: AUTOMATING
OR BUFFERING FROBLEM JOBS

One of our largest plants s the highly developed Olafstrém
factory in the south, whose 500 emplovees make pressed and
welded body components—dirty, noisy, smoky, and sometimes
dangerous work. In the late sixtics, all the usual symptoms of
worker dissatisfaction were apparent at Olofstrim. The working
environment was thus the first concern, and remains a primary
focus for change.

Olofstrim set up a joint management/union committee in
1970 to see what could be done about working conditions. The
committes selected four production areas with different problems
as pilot projects; proposals for specific improvements were worked
out with the foremen, production engineers, and workers in the
affected areas, These first improvements rapidly led to discussions
of job rotation, then job enlargement. Once work groups had
been set up in the pilot areas and new equipment installed, the
groups began to absorb some tasks formerly done by foremen
and technical specialists,

Education for the “victims,” people whose jobs were ab-
sorbed, eventually helped them enrich their own jobs. The man-
agement-development program for foremen at Olofstrim em-
phasized how to delegate to groups, how to help individuals in
their personal development, and how o shift from authoritarian
roles owards guidance and assistance roles. Technicians, espe-
cially industrial engineers, at Olofstrim had a similar situation.
Instead of doing the job redesipn, they now participate with
wiorkers in this task, They developed a higher view of their goals;
the exceptional advance of the buffer concept in Volvo factories
is an outgrowth of their work at Olofstrim, For the technicians,
the change means that emplovees appreciate and use their spe-
cial skille, instead of resenting their intrusion, as was sometimes
the caze in the past.

With so many inherently unpleasant jobs in presing and
welding, (Nofstriim’s approach has been to mechanize an entire
work station where feasible in order to eliminate monotonous
work, Where it is not practical to mechanize the job, they try to
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insert bufler inventories in the intervals between operations to cut
the rigid link between the worker and a single task.

In the cighteen pressing lines, for example, one person used
to be assigned to each of the five or six presses on the line, in-
=erting a sheet in the press every lew seconds. The workers checked
and packed the cutput, while specialists maintained and adjusted
the machines. Four of the lines are now completely automatic,
=0 workers no longer need 1o feed machines and lift heavy stacks
of sheets, This also improves safety, because the worker doesn't
need to be near the press while it & in operation. Magazines at
the head of each line hold about 400 sheets for automatic trans-
port to the presses, The pressing work force has been halved on
these lines, and remaining operators still inspect and pack the
output, but they also adjust the presses and change the tools, the
intricate jobs that used to belong 1o the specialists. Pressing out-
put has been more than satisfactory.

Every factory operation has waiting times, The buffer con-
cept doesn’t eliminate these, but it shifts the waiting so it suits
people rather than machines. We had dramatic demonstration of
the benefits of buffers when we decided 1o put the buffers out of
aperation om Clofstriim’s front fender department [or three weeks.
Production immediately dropped by about 10 percent. Further-
mare, when researchers surveved the workers—who had previ-
ously reported that the work was relatively free and flexible—
they said the work seemed rigid and monotonous. The change in
attitudes was so sharp that the workers asked the researchers to
stop the test after the first week,

The investment in buffers, magarines, mechanical lifting aids
and so on pays ofl handsamely. At Olofstrém we found the fol-
lowing results:

Profitability was maintained,
Labor productivity was maintained,

Employee turnover was cut to one-quarter the
F]"L'E-'lﬂl.l'.:l: AUErane.

Absentecism dropped to one-half the previous
average.
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® Recruitment became easier,

* A pool of more highly skilled workers was
available,

® Quality improved.

BERGSLAGS: ORGANIC EVOLUTION

The Bergalags transmission component group is really {our fac-
tories employing about 4000 people, with 2600 of them at the
mother plant in Képing and daughter plants at Uppsala and
Lindesberg, plus a foundry at Arvika. Work reorganization has
enabled the role of the Koping factory itselfl 1o be upgraded, with
new production of some marine engines for the Valvo Penta
group, as well as mechanical gear boxes and axles.

In 1970, sharing the concern that was prevalent throughout
Sweden at the time, the division manager set up a project group,
including union representatives, to improve job satisfaction. The
group's field of action covered the environment, personal develop-
ment of employess, mechanization, changing work organization,
and introducing new employees. Mechanization to eliminate en-
virenmental problems and improve short-cycle jobs, which were
numerows, took center stage at first. The mechanization team set
out to list and then eliminate the “ten worst™ jobs in the factory,
Workers were involved in every lavout change during the mecha-
nization. One result of this activity was development of a “me-
chanical hand™ for jobs too complicated for industrial robots or
simple hooks, These are cheaper, smarter, and more flexible than
robots, and give the control to the operator instead of a computer.

In one flange production shop at Kiping with short-cvcle
jobs, mechanization cost a little over $700,000 in 1971, Capacity
then was 220,000 units a vear—not quite enough to meet the
company 8 necds, After new equipment speeded up feeding ma-
terials into the machines and between them, the population
dropped [from five machine operators 1o two who supervise the
cntire operation. Annual production went up to 475,000 units
and manufacturing costs per flange dropped by about 25 percent.
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A lunny thing happened at Kiping, Most of the manage-
ment attention there has focused not on work changes but on
informal discussions, creating a spirit of cooperation. Most of the
work reorganization, as a result, seems o have fowed rather
naturally and organically out from the shop floor. No one can
quite explain why, but some workers who have been there a long
time simply began to assume more responsibility,

There were no management demands for change. Workers
Just began to come up with ideas of changing jobs among them-
sclves, even though they knew and cared very little about con-
cepts such as “job rotation.” In fact, one 1970 job-rotation
scheme had been abandoned, mainly due to conservative atti-
tudes among foremen. Now Kiiping people have not onlv de-
veloped some autonomous working groups, they have also
changed working patterns completely in some areas. Instead of
two nine-hour shifes per day, for example, workers in one part of
the plant in 1974 decided to have three six-hour shifts—a pattern
that makes it easier to attract local women into the workforce,
Group members often work extra hours if one member has to be
absent. Both the union and the company backed the emplovess
in this change, in the face of some outside concern at nonstandard
hours and changes in pay structure,

Management at Kiping put its encrgy into finding wavs to
change attitudes. A series of Saturday meetings, for example, in-
volved 95 percent of the white-collar and 70 percent of the blue-
collar workers. These were informal, with discussion meetings
during the day and a party with spouses present in the evening,
at the company's expense. Employees ako have vocational train-
ing programs, onc-hour lectures to increase working knowledge,
and they participate in planning new facilities. An annual day-
tong conference for all foremen together with production man-
agement includes group discussion sessions on such subjects as the
female work force. The foremen also meet in two-day sessions in
groups ol fifteen to Jook at the future role of the foreman. All
members of works councils and joint consultation groups are
given a onc-day training course in conference and consultation
techniques.
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A new workshop opened recently at Kiping, giving emplov-
ecs & chance for more innovation. The building is new and 2o are
most of the sixty workers. (Fifty of the new emplovees are
women. | The workshop has a new manager, who i encouraging
workers to choose their own form of organization, There is no
foreman in the workshop; instead, the employvess elect their own
leaders. The project was planned by an informal task force that
included experienced operators from other parts of the plant.
They don't include any follow-up or evaluation of the sell-man-
aging workshop in their plans, on the premise that a more casual
atmosphere will be more conducive to trial-and-error develop.
ment. This attitude permeates other changes at Koping, Very
lintle of the change process there is enshrined in plans, memos,
reparts, or formal studies. Face-to-face communication is con-
sidered more important.

The Arvika foundry, built in 1970, produces about 25,000
tons of castings each year. It was advanced for its time, with as
much control as possible for the noise, woot, dust and heat that
bedevil all foundries. Although the designers believed they had
done everything possible, an emplovee-rooted renovation project
in 1972 demonstrated further improvements, Adapting an idea
that had been used at the Skivde foundry, for instance, the
project group installed new “cleaning cabins™ for sandblasting,
chiseling, and polishing castings from the foundry. Special light-
ing, ventilation, and soundproofing measures make the cabins
themselves pleasanter to work in than the old open stations, and
the noise levels outside the cabins dropped dramatically. Workers
can work alone or in pairs in the cabins, as they choose. Each
cabin costs about %11,000; productivity in the department in
creased by 15 percent after they were installed. In another area,
mechanizing a noisy cutting operation improved the noise and
dust conditions and resulted in a 60 percent increase in produc-
tivity.

The most difficult jobs are almost alwavs the most expensive
to mechanize. Arvika i now working on a way to trim and clean
castings in a trimming press process, eliminating the traditional
task entirely, Thiz has already been achieved for dilferential hous-
ings and several other products. It cost about $170,000 for new
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equipment for three products, but manufacturing costs dropped
to about 40 percent of their previous levels, Trimming pres tools
for ather products are planned, which will result in further reduc-
tion in dust and noise problerns. Workers are involved in deciding
which operations to mechanize first.

HALLBY AND ARENDAL: NO ASSEMBLY LINES

A new plant is a new opportunity, as we learned at Kalmar. The
Hilllby tractor factory at Eskilstuna, on the shores of Lake Mila-
ren outside Stockholm, was inaugurated in 1975, By this time we
had carmier and buffer concepts firmly in mind for any new fa-
cility. The warchouse at Hillby, for example, & highly auto-
mated, with a carrier-type device that climbs between high stacks
of parts, eliminating the reaching and lifting that people had 1w
do in earlier warchouses,

In the asscmbly area, teams put together a complete tractor
on a carrier especially adapted for welding and turning or tilting
the cabs. This operation has no cenveyor line at all. The platform
stands still and emplovess can move it as they wish. The same
concept is used there to make forestry machinery.,

The Arendal truck workshop, near Torslanda, is one of the
mest interesting from a human viewpoint, We are able to make
changes inside the confines of an existing building, and to try out
new ideas for a future truck factory.,

The asmembly line has evaporated. Instead, a team of nine-
teen people assembles even the heaviest trucks, at the rate of about
two a day, using a carrier based on the old air-cushion concept.
Interfactory cooperation has been an important feature of both
these factories as they developed. Arendal engineers and super-
visors started thinking about changes in 1974, and rapidly in-
wolved employees in the project. Usually when engineers are
designing a new facility, they create new and more sophisticated
tools, In this case, the workers told the engineers what tools they
necided—and these turned out to be less sophisticated, not more
s0. The result has been extremely high quality—with less expen-
sivie tools, Furthermore, the workers take care of their own ook,
s0 tool maintenance costs have dropped visibly, Before the Aren-
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Arr cuskion carners,

dal project started some of the engineers and workers visited the
Lundby plant.

The Hillby engineers worked together with their Arendal
counterparts, and from the beginning =2t up a reference IEOLp
including members of the work force. They adapted the air-
cushion carrier idea for their one-team, one-tractor production,
It iz quite normal at these plants to see two men effort]essly pesh-
ing together two nine-ton elements to create a single eighteen-ton
truck.

The bencfiz of these investments are reduced production
cost and higher quality preducts. Furthermore, we gained ancther
indication that team working was welcome to the workers, Ab-
senteeism at Arendal dropped dramatically to about 5 or 6 per-
cent.

DOES IT WORK OUTSIDE SWEDEN?

Volve management realizes that the easy acceptance of joint
union/company projects is uniquely Swedish. The company's
emphasis on improving wiork content was also quite eardy in terms
of the current worldwide trend. So, when we bought a controlling
interest in the Dutch auto manufacturer DAF in 1975, we won-
dered how many of our ideas would transplant themselves, As it
turned out, the Dutch at DAF were suffering same of the same
problems we had observed at the beginning of the seventies and
were thinking about some of the same solutions, although their
approach was more “experimental” than ours. The asociation
with Volvo simply added impetus to a trend that was already
theere,

Valva Car BV, as the Dutch operation & now called, had its
factory at Born in the depresed Dutch mining arca near the
German border at Limburg. Volvo already had a plant at Ghent,
an old Belgian city rather near the Dutch border,

Tl‘li‘ H{ll'l'l. [:H'lﬂr‘!u'. which now ::a:tr||:|f;|.||||r-ew our 5|1'|.3Ir1_'r
maodel 343 car, employs about 3700 people. Slightly over a third
are [nrriunrn because there has bees an ouiflow of local labor to
Grermany where wages are higher, First Belgians were recruited
for Bomm, and later people from Moroceo and Tunisia,
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Air cushion in Hallby truck assembly.
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The Born plant has one new feature that is unique in \olvo
—1wo chiefs (or managing directors}, one froin Holland and one
from Sweden, to facilitate mutual understanding. Production was
almost 100,000 cars in 1973, but dropped after the oil erisis. At
the same time, abxentecism and employcee turnover rose sharply,
and managers began to think about new forms of working. A
steering committee of management and technical people set them-
sclves the task of improving work on the assembly line by the end
of 1973. To oversce the cxperiment, the steering committee set
up a ninc-person task force, including a representative of the
works council,

The task force chose a relatively difficult portion of the Born
ascmbly line and with the twehve workers there explored job
cnlargement. Although the work group was mixed in s¢x, age,
and nationality, involvement grew rapidly as members taught
cach other their jobs.

The task force noted increasing and spontancous offers by
workers 10 help cach other. By the end of 1973, most people had
learned (rom thice to cleven of the twelve jobs and could work
in longer cycles, thus creating lenger rest periods. ‘The foreman,
together with the group, took on planning the work—a job
forinerly done by the foreman’s supervisor.

While maost of 1974 was officially spent reviewing and evalu-
ating the results of the first experiment, similar activitics started
spontancously in other parts of the plant, and these were not
diseouraged. In carly 1975, a new stecring committee was formed,
including not only managess of all linc and stafl departments
but ako representatives from the works councils. They sct up a
structure of ducussion groups involving a large portion of the
work force. Today about 150 groups of fifteen or so meet regu-
larly, about once every five weeks; inore thim 80 percent of the
bluc-collar workers take part in the mectings. Management d¢-
velopment courses are also planned, starting at the foreman level,
concentrating on interpersonal relations and communication.

Onc outgrowth of the first Born expeniment is a new ascmbly
hall, where the conveyor belt is divided into small parts, with
intermediate buffers between them. Workers control the overhcad
conveyor when they want something to move. The idea is now
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being studied for Torslanda. Automation and buffer stores at
Borm have increased flexibility in the boadv shop. Management
has announced that there will be close cooperation and early
information to emplovess whenever new equipment or lavouts
are considered, and a “letter of intemt” has been sent to all em-
plovees and discossed in all work groups, setting out manage-
ment’s desire to improve the work structure not just as a project
but as an ongoing process, Bom management now contends that
the experimental phase s over and the factory has found useful
development strategy for the futire.

Less troubled by absenteeism, emplovee tumover, or foreign
workers, Valvo's own Ghent factory was somewhat later than
Barn to begin reexamining work structure, bul managers are
pleased by recent progress,

In Apnl 1974 Ghent management decided there was a need
to make the individual more central to the production process.
Four factors influenced this decision:

® rapid progress in most of Velvo's Swedish plants,

® anew emphasis on the quality of working life in
Belpian unions and media,

* astrong and growing demand from workers for
better conditions,

® the need to improve the quality of products.

The first phase of change, mainly instigated by management,
focused on better arrangement of reliefl people and installation of
buffer areas. Instead of one reliel person for twenty-five workers,
CGhent decided to have one for every fourteen workers. Where
the svstem’s designers could use buffers instead of relief workers,
they aimed for storage that weonled provide twenty-minute pro-
duction coverage, Pits in the assembly lactory and merry-go-
rounds in the body asembly plant were replaced by fixed stations
and group working, Success with job rotation in the upholstery
arca led to abandoning the line entirely there in favor of group
working, Today a worker assembles an entire seat and takes re-

sponsibility for the quality.
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In the second phase, automation and group working trends
continued, and the managers began to realize that those areas
where workers had had some input to the change process were
obviowsly running more smaoothly than those which had been
changed entirely by managers and engineers. Now top managers
are looking for better wavs to keep in touch with workers, Because
participation demands stronger, more confident leadership, man-
agement education has a higher priority at Ghent today. A
“group working” project team, including workers as well as fore-
men and engineers, will investigate further changes, Ghent man-
agement savs the results of the program so far are convincing.

These are not the only steps toward participation in Volvo
factories. They are simply examples that have been documented
1o some extent or have come o our attention at headquarters for
VArIOUS Measons.

It is heartening to discover new examples every time we go
out o visit a Flaﬂ.[. To me this indicates that our central coms
mitment has transmitted itself to the farthest reaches of the com-
pany. The momentum first hoped for is beginning to be evident,
even in factories outside of Sweden, At the same time, Volvo has
:mildcd the trap of a corporate-wide “program” that might limit
the imagination and commitment of people at their own sites,

_ The management style has changed not only in Valvo's fac-
tones but also in the offices. One of the most important changes
was to streamline headquarters from 1800 to about 100 em-
ployees. Former headquarters people from such specialties as
personnel or public relations say their own jobs are more reward-
ing when they are closer to the problems and can more easily see
the results of their work in local terms. At the same time, they and
their know-how are more welcome as members af the local unit
rather than emissaries from headquarters,

RULES OF THUMB

From where 1 sit, it hecomes clearer every day that the most
effective changes are those in which the workers themselves had
the largest hand. Tt is almost alarming to realize how much
know-how and capability has been locked up in the work force,
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unavailable to managers who simply didn't realize what an im-
portant ressurce it was.

Our experiences at Vaolvo have changed my view of man-
agement somewhat. Unlocking worker potential has become as
important as any display of brilliance in technical terms, Man-
agement development becomes a eritical factor, then, in keeping
up our productivity and making our factories and offices better
places to work.

Vaolvo has no “management development” chief. The task is
too important to be put out to pasture in a specialist department
where it can be ignored. Instead, it should be viewed as one of
line management’s most important tasks, This view is increasingly
shared by managers throughout the organization.

Their foremen, supervisors, managers, and workers are re-
sources for which they are accountable, just as they are account-
able for investments in buildings and machines,

In this atmosphere of employee participation and rapid
change, management is an cxacting task. If you den’t manage
tautly you can drift into inefficient “permissivencss™ that endan-
gers the entire venture. Instead, it is the manager’s job to create
an atmosphere, a sense of urgency. Tight management need not
be authoritative. Todays manager must be able to talk to people,
and to listen as well. If the manager is alert o every opportunity
for improvement, and full of zest for the job, this communicates
itsell 1o others. Participation demands more work, not less, from
evervbody. Idle people become bored and sloppy, %o it is an im-
portant part of the manager's job to be keeping tabs on group
climate all the time, injecting some of his or her own alertness
whenever signs of apathy or boredem arise, As Volve and other
companies have leamed, the manager who is reluctant or just
giving lip service to the idea of participation can hold back em-
plovee-based changes that are actually in the best interests of the
corporation as well as its workers.

The changes in our various plants give rise to a few rules of
thumb that may be helpful to others,

® Each unit should be free to develop individually,
withou! excessive control or interference from
headquarters,
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An active and positive top management involye-
ment in change is a prevequisite for positive
resulls.

Headgquarters is most e fective if its role is to
sanction investments for new approaches and

te challenge local managers to take more radical
initiatives and risks,

Positive achivvements seem related to the extent
that managers understand that the change pro-
ceis sooner or later affects several organizational
levels, regardless of where it started.

Problems crop up if we attempt to formalize
change, requesting targets, minutes, and figures
too early. Change requires time, and freedom of
action. When people view it as a continuing
search and learning process of their own, the
chances of lasting e fects are increased.

The initiative for change should be a line re-
lﬁﬂﬂﬁﬁﬂﬂj‘, with specialists as supporters rather
than initiators. Changes they initiate seldom
have lasting effects. :’{-ﬁf}' can, however, act as
sounding boards and catalysts, carrying know-
fhow from ane place to another,

Progress seems to be fastest when a site or com-
pany starts by forming a joint management/
union steering commuties to look at its own
problents.

Steering committee members should be the
strongest possitble people, with shared commit-
ment do change.

The fastest way to pet ideas flowing seems to be
setting up discussion groups in each working
area. A working area in this sense, and in a
group-working sense, should probably contain
fewer than twenty-five people.
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® Croups that have money to spend on their own
[acilities and a mandate to list their own prob-
lems seem to achicve cohesion and coaperation
mare rapidly. This does not need to cost the
corparafion more money because facilitics or
safety budgets can often be apportioned to the
groups themselves instead of to specialist
n'r.'.!r.::rr!n:u:ﬂ I,

* A new plant, a new praduct, or a new machine
isan apportunity to think about new working
pallerns,

* Aninvestment in one new facility or one group
area often resulls in spontancous ehanges in
related facilities or groups, These can be
encouraged by alert managers,

* Most factories have a number of tasks that necd
not be done on assembly lines. Once a few have
been found and changed, others will reveal
themselves,

® Changes of work orpanization must be infe-
grated with a structure of em ployee consulta-
tion, so the change suggestions emerge from
thside.

Some of the most effective changes in work organization at
Volve have taken place naturally, without projects, without scien-
tific sophistication, without being reported to anybody., These
changes occur simply becawse people are keen and interested.
Finding ways to encourage such changes is management’s chal-

lenge.
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t every point of contact between business and govern-

ment, there seem to be differences in values, attitudes,

{ i and assumptions. As a result, it becomes difficult for

———— the two most important institutions in society to CAFTY

on useful dialogue. And dialogue with the public itself is ham-
pered too.

Most business people are convinced they are doing the right
things for the right motives, and weuld like to do so with & mini-
mum of government interference, The press gives the impression
that most people in government seem equally convinced that
mare controls must be imposed 1o prevent business from abusing
its power over consumers, emplovees, and saciety, The public,
bombarded by too much opinion and too littde real information,
tends 1o support the antibusiness attitude.

PUBLIC MISUNDERSTANDING

The problem for business people has two aspects, First, the sense
of being misunderstood engenders defensive attitudes, retreat into
hurt silence; thus, unfair accusations as well as those that are fair
are both rejected in most cases, Public criticism helps business
hide from the real question: Are the values of business up-lo-
date? T contend that there is a need to reexamine business values
to keep up with changes in public attitudes.

The lack of self-examination in business simply adds fuel 1o
public mistrust and makes real communication even more diffi-
cult. Even though a number of businessmen are aware of the
changing balance of stakeholders, the public still seems 1o believe
business is interested only in profit for the sharcholders. This
fierce image further damages what chances exist for communica-
tion—the second aspect of the basic problem. Until busisess can
shed its defensive shell and begin visibly changing its own assump-
tions, it will have to go on living with adverse public reactions,
which in turm make it difficult for business 1o be introspoctive.

It i= not difficult to see how antibusiness attitucles arise, As
our social structures become increasingly complex and urban,
control is exercised by larger and larger institutions, in both gov-
crment and business. It becomes almost impossible to find a gas
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station that cleans vour windshicld, or a grocery store where clerks
recognize you and smile at the checkout counter. People move
more often, which creates a demand for the comfort of identical
shop fromts in every suburh, the trademarks of larze COmpanies.
Consumer issues focus on the negative aspects of business. And
the response from the business community is usually cstrichlike
in its eloquence. There are steps the business community can take
to reverse these trends and to achieve mare healthy dialogue with
the public we are really chartered to serve. These steps include
more open information, creating smaller organizations, finding
means to achieve accountability to the public as well as share-
holders, and developing clear-cut personal and corporate sets of
ethics that demonstrably govern our actions.

OPEN INFORMATION

Public misunderstanding is not uncommon when the press and
politicians take up what are estentially technical or business Jssues,
In bath Sweden and California, for example, the 1976 clections
were permeated with the question of nuclear power stations. In
the heat of campaigning, the isue grew emotive. Politicians made
charged statements, Newspapers had to simplify complicated
matters with large headlines and small articles. What facts there
were often remained buried in obscure technical reports,

What the public really needs for proper evaluation of such
issues is clear, objective summaries of the technical information
available, interpreted in unemotional terms, telling them what the
results of various approaches are likely to eost, what their effects
might be, and the probabilities associated with each. Such infor-
mation needs to be dispersed as widely as the political statements,

The situation is not the fault of television, newspapers, or
magazines. They have limited space, limited manpower, limited
time, and limited budgets. They do as well as they can given these
financial and social constraints. Mest business people would occa-
sionally disagree with this view, but that, too, would be scapegoat-
hunting rather than fact-finding. A mere fruitful approach might
be to analyze the information the media need, and then help pro-
vide it as honestly and fairly as possible,
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This is often easier to do regarding an outside issue than re-
garding a question that affects the company, The way business
warks is often hidden from the public, sometimes because of arga-
nizational reaction to past press criticism. So it i natural for re-
porters and editors {and thus readers! 1o asume that business has
something to hide, Furthermore, because business isues are com-
plex and often rather boring when experts present them in their
entirety, reporters find it casier 10 get quotable interpretations
from workers, housewives, or politicians. They know less about
the issue, but they talk in a more interesting way.

Like companics, government departments often cloak their
intermal activities in secrecy. They also suffer the same inability to
recxamine their values. Why don't they get blamed as often as
business for social problems? For one thing, people tend to think
of “the government™ as a single unit, and that unit has any
vocal outlets among its elected politicians. Their commentary
often masks the silence of government departments. In additien,
the government clearly belongs to the nation, while big business
is often involved internationally,

It will take training to change business attitudes towards out-
side communication. Unlike money, information is not loat when
it is given to someone ebe, Yet the culture of management has
evolved in an environment where distorted information some-
times caused loss. This is one basis for clesed atttitudes in busines
towards open communication.

Another reason managers withhold information from people,
particularly employees, i that the “owners” of the infarmation
feel the emplovees would not understand. This elitist view may
have been valid when factory and office workers were under-
educated and underprivileged. Today, however, this is no longer
the case, This lingering parent/child attitude infuriates the adulis
who make up most of the work force (and the public), and I be-
lieve it underlies some of the conflict in modern industry,

Instead of training managers to treat information as status-
conferring *'property,” to be protected and held close to its own-
ers, companies would benefit enormously if they could retrain
managers to measure themselves in terms of their skill at com.-
municating and interpreting to emplovees the mass of information
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that needs to flow inside any organization. This role is difficult 1o
achieve because it requires managers to unlearn attitudes that are
deeply ingrained in the behavior of most organizations. The re-
learning must be bolstered by example much more than by words.
The chief executive must set the example for candor long hefore
One can expect to see it at other levels,

This management barrier is probably the single most impor-
tant hindrance to openness, and thus to effective communication
inside and outside the company, If it can be overcome, powerful
changes are possible. At Kalmar, for example, the foremen are no
longer “besses” but instead view themselves as TESOUECES, men
with special skills and special training to answer questions, help
people learn new jobs, help the workers learn to make decisions
for themselves. It has been a difficult change for the foremen, but
their commitment to the changes evidences the inereased per-
sofal satisfaction they derive from this role,

Although the process of change i difficult, it is possible to
establish such a strategy inside an organization and develop new
attitudes towards informatien. Top management has les “con-
trol” over what happens outside, but that control is already illu-
sory, If reasonable progress is possible inside the organization,
why not try outside too? Are politicians any less intelligent than
factory workers? Is the press incapable of understanding a single
company, or busines in general? The changes in attitude to out-
side information will be just as difficult as they are for inside in-
formation, and they will take a long time, but useful dialogue is
a goal that justifies the effort

BIG IS NOT BEAUTIFUL

For several decades, the trend toward super-scale organizations
has been nurtured and justified by economic and technical fac.
tors, not human factors. As our organizations have evolved—like
our production lines—into huge, inflexible structures focused
completely on technical and economic goals, their weight alone
works against change. Big organizations simply do not welcome
change; it disrupts their stability, Nor do they foster new ideas
about management, because change would influence the working
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routines of most members of the hierarchy. And the cost of chang-
ing attitudes is discomfort. Therefore, changes are opposed or re-
jected too casily,

In today's climate, top executives in large companies are
aware that this resistance to change is hampering the corpora-
tion's ability to gather valid information about the outside warld,
They often want to decentralize and delegate more responsihbility
to emplovees, Yet they constantly meet this built-in obstacle, this
wall of reasons why proposed changes won't work.

Most top exccutives feel such problems are umnique to their own
organizations, Pantly because business has become so eompetent
at hiding its failures and problems, the public {and even some
business people) are unaware how common the problems of
hierarchies have become.

Trapped in mazes of svstems that once were adequate, busi-
ness responds to problems in one system by creating another
system that brings even more problems, While such technical e
tems freeze practice, the power and responsibility inside a living
organism like a company are constantly shifting. One can see the
same effect in the world's currency system, a highly technical sys-
tem policed mainly by the United States. But today it 1s out of
step with the real power bases in the world's money. In economic
Syslems or corporate systems or social systems, the more diluted
the power and the more technical the system, the maore problems
it seems to suffer. This fact does not contradict the benefits of real
decentralization, because a properly decentralized organization
has clear-cut boundaries, so each element has the power it needs
te deal with its own responsibilities. The problem of the over-
technical, systematized solutions is that they cannet move to keep
up with changes in the environment when a disparity grows be-
tween the de facto power structure and the one for which the §y3-
tem was designed,

Smaller enterprises, by their very nature, usually give their
emplovees maore freedom in what they do and how they do it
With less automation, such firms tend 1o be mare dependent on
their workers. In a small company an emplovee can do some-
thing new without having someone in authority immediately call
him or her to order. Some of the practices of the small company
could help big companies. This is what Volve is trving to do in itz
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new factories. To limit size without giving up the real economies
of scale, we look for ways to create smaller workshops inside a
single factory,

Qur experience at Volvo supporis my belief that we have
plenty of room for individual choice inside our industrial strue-
ture. "The individual is capable of planning and executing his or
her own work. A worker can indecd judge personal performance,
measured in its own terms, not related 1o some statistical average.

Where production is concerned, business has taken it for
granted that working discipline is necessary and that vardsticks
are needed to measure achievement. We measure output, develop
standards, and pay wages somewhat in proportion to the work
that is done. These yardsticks are fairly easy to develop in an
asembly-line factory. One can count the number of screws
turned, fenders painted, or cars produced. Group working,
though, means developing group vardsticks.

The task of developing vardsticks becomes much mare diffi-
cult when you walk out of the factory and into the office. More
and more work today is administrative. The more we automate
Bluc-collar processes, the more visible becomes the shift toward
white-collar jobs. This means there is much more work for which
we have no valid vardstick.

We talk a lot about blue-collar work and its problems, but
white-callar work is perhaps even more boring and dull taday,
Manufacturing jobs are at least basic, with a visible relationship
between what vou do and what comes out on the other end. But
there is no such relationship if vou are a punch card aperator or
shuffling papers in a social services office, A great deal of restrue-
tuning is called for in white-collar jobs, for young people are be-
ginning to reject these kinds of work more and more. There is no
one who wants to wash the dirty dishes in a school or restaurant
or home.

The administrator who does not feel well-regarded for his
work may need to invent vet more forms of reassurance. The per-
son who surrounds himseli with bureaucratic processes that are
cumbersome, but measurable, is trying to create his own vard.
stick. He is not a villain but a victim.

Throughout the sixtics, efforts were made to automate the
office the way Henry Ford started automating the factory, Tech-
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nicians developed machines as fast as management could conceive
of them. Then, supervition and control mechanisms had to be
created to keep humans from making mistakes with the machines,
In the paper factory as in the prosluction Tactory, the only role
left to the employee was 10 serve the machines—a very negative
view of the value of a human being. '

_ Today, spurred to some extent by social un rest, we are ques-
tioning asembly-line concepts in both the office and the factary.
We value the human more highly in the context of working life
now, but it will take time to change from the large units and sys-
tematized working patterns of the sixtics, Most people today, at
"l.':'nlw:n and in mest other organizations, have to work within some
kind of system that sets restrictions. Even if they could be freed
from unnecessary measurement, many workers would want some
cxtermal symbols of their achievement. S0, we need to find per-
sonalized ways to set individual performance standards, in the
context nf clear-cut, uwseful assignments. inside smaller-scale
Organizations,

Whl-r.-n we analyzed employee turnover within Volvo, a clear
correlation between high mobility and large organizational units
became apparent. We already realized this was true of cities ver-
sus smaller towns—rates are higher in Stockholm or Loz Angeles
than they are in Umed or Wichita—but we learned from this
analysis that the same rule of thumb held true for working units
themselves, The larger the factory or office, the higher the em.-
ployee turnover, This was in complete contradiction to the tech-
nical viewpoint that has ruled our lives for s long. In truth,
cconomies of scale are limited by human factors,

We are beginning to realize that a company depends on
people, not machines, People, in twrn, depend on work, But they
want work that is human, in waorking units that are smaller,

THE SOCIAL AUDIT

The role of business in society merits clear definition. Otherwise
we may find it defined for us by outside factors, Business needs ||::
face up to this question, like many others, with openness and in.

creased dialogue,
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A company interacts not just with its sharcholders and em-
plovees, but also with governments in every country where it does
business, with citizens in every community in which it maintains
offices or factories, and with the consumers who bay i products,
We also interact with other colleagues in business, so0 our own
values influence a great many people. It i important not only to
be aware of these interactions but also to find wavs to evaluate
them and keep track of them, to make sure that in all contacts
with the public we are contributing to its well-being. Only then
can we reasonably expect it to contribute to ours. And when we
know our own relationships are healthy, we are likely to have
mone energy to spend on issues that stretch bevond the Emits of
the corporation,

One means for gathering information about our own rela-
tionships as well 23 our interactions with the outside world is the
so-called “social audit.” In some instances it becomes an elabo-
rate quantifying exercise, perhaps consuming more energy than
it channels. Sometimes it is more a social justification than a
social audit, too. But properly done, it can be useful. In a number
of American firms the social auditing function takes the form of
an ongoing group, wually at board level, sometimes called the
corporate responsibility committee. However, at this point I am
not s0 much espousing the doing of good works as the collecting
of good information, What are the social problems of the com-
munity, or the nation, and what is the company already doing
about them? Only when these questions have clear answers docs
a firm have a real basis for long-term planning that takes the out-
side world into account. Similarly, if a company has a dear view
of its own problems, it has a chance to do something creative
about them, as Volvo discovered when it began to plan the Kal-
mar factory,

Taking the outside into account is not always comfortable. I
recall one company with which I was concerned which was able
to plan a new kind of community because of this kind of social
awareness, but failed to build it because the board did not share
the management's values regarding the outside,. When the gov-
ernment required firms in its industry to invest in housing bonds,
the company decided to take an active interest and sce what it
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could do to help alleviate the problems of alienation, mobility,
and lack of common interests that characterized so MANY new
bedroom communities. Instead of merely lending money, the
company asked for full responsibility for a tract of land that
would house 20,000 to 30,000 people, the aptimum number its
research showed could suppont all the necessary cOmmunity ser-
vices, The company hired an architect whe designed a town that
would integrate working and living, with appropriate living quar-
ters and part-time job banks for young people, pensioners, fami-
lies with young children, and s on. Thus, mest of the work in the
community could be handled by its own members. The scheme
was ultimately killed for in-company political FCASONS, £Ven
though the same investment had to be made whether the firm's
participation was active or pasive.

To take action on a wide front like this requires heightened
awarencss of public problems, particulary at board level. To get
better information at board level in Valve, we have widencd the
membership of our board. In many eompanies the board of direc-
tors is still a group of people wha have known each other for
many years, with shared values and asumptions that are seldom
questioned. In 1971, several vears before worker-directors were
required by law in Sweden, Volvo invited first two, then four
people from the shop floor and offices onto the main board, The
most important benefit was not necessarily for the employees
“represented” on the board so much as for the existing board
members who began to question their own assumptions and pre-
sent their views more clearly. Then, in 1976, Volve broasght anto
the board a representative of the community in Gothenburg, our
headquarters town, He should add new insight for all the other
directors, as well as bringing information about our CoOmmunity
and the public interest that would have been difficult to chtain
otherwise,

Similar phenomena—consultations that bridge organizational
gaps and company walls—give similar benefits at other levels of
the corporation. A social audit, or ongoing proces of gathering
and evaluating information about the company’s activities and
impact outside, as well as about the community’s needs, can
sometimes help such information travel faster.
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THE BUSINESSMAN /CITIZEN

Business exists to serve the public. This basic assumption is some-
times ohscured even from business people themselves by the dif-
ficulties of day-to-day eperation and the defensive attitudes they
develop when business is eriticized. To operate effectively accord-
ing to this precept, the modemn corporation's basic strategy should
be based on an outlook that permits it to act aggresively, taking
the initiative with the conviction that the corporation is serving a
just cause. This i why the enterprise necds its own set of values
that are honestly established and openly declared.

The individual within the corporation also needs a set of
values that are visible and workable, Each person in business, as
an individual, has the right and the responsibility to work out
what he or she believes is the right approach to public questions,
whether they be political or social,

Within the political realm alone, busines people may have
quite a bit to offer the public. It is pessible to bring to political
questions some of the tools of business management. I have per-
somally found some of the perspectives of business to be helpful
when looking at politics.

In business, for example, managers must learn to manage
large projects and master the skills of admi:r:ni.':tr:lltin!i, They
quickly learm to sort out long-term and short-term objectives, too.
In general business practice, the strategic questions arc those
dealt with by the board, and the tactical questions are the fabric
af day-to-day management,

Similar types of questions arise in politics, although we have
ne institutions beyond an informed clectorate to deal with the
long-term questions. This means that politicians must often make
decisions based on short-term perspectives, but the consequences
of their decisions are going 1o be much longer lasting. So many
small decisions clutter up people’s lives with new farms and com-
mittees, or transfer finite bits of power from local government to
regional or even national levels that it sometimes seems that the
net result of government has been to erode individual freedom of
action. It is important to safeguard the liberty of the individual
as much as pessible, in work and in every other aspect of life. Too
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often action justified on the grounds of “public interest™ is carried
through at the expense of private autonomy.

Politicians are not to blame for this situation, They are, after
all, acting according to the systems we have set up for them. It is
unfortunate that they have no long-range, strategic “board” o
which they could refer the questions that obviously have long-
eI CONSCOuences.

The education system is one example of the disparity be-
tween strategy and tactics. It can take up to ten years between
the time an educational reform movement starts and the time the
reform is implemented. Educational reform i a fundamental
issuc that affects at least several generations. Thus, education
palicy should not be swayved by short-term political and tactical
considerations. Nonetheless, it happens. The administration of the
education system, on the other hand, is a different matter—one
of “day-to-day management,” Once the goals and guidelines
have been laid down by the voters, administrators must make the
best passible use of available resources to meet them.

National housing and defense needs suffer probilems similar to
those of education. The effects of political decisions transcend
terms of office, And, as in business, those who created the svstem
or the reforms are not necessarily those best qualified 1o adminis-
ter them. However, in the public sector these two tasks oo often
merge in a single governing and executive bady, in fact if not in
name,

Decisions taken by the current government will influence
events long after the current terms of office are over, Therefore,
we need to find mechanisms for putting clearly defined goals and
long-term action programs before the viders, to make our elbec-
tions more meaningful. Perhaps modern governments should, like
modern business, expect their structure to change as the world
changes. Governments might look for ways to have two-tier cabi-
nets, for example—one concerned mainly with administering the
country’s resources as efficiently as possible within the framework
of long-range political objectives drawn up by the other tier.
These objectives could become a party’s election platform.

The public and private sectors often require different kinds
of technical expertise and, in many cases, their requirements and
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goals are visibly different, so a sharp line between the two seems
natural. At the same time, though, such a demarcation should not
imply that the two sectors cannot use each other’s experience.

Prejudices sometimes keep this from happening as much as
it could. The private sector nurtures a long-standing suspicion
that public administration iz ineMicient and operates in idvilic
circumstances free from pressure. One of the many corresponding
illusions entertained in the public sector is that the private sector
in its drive for efficiency invariably gives economic objectives pri-
ority over human objectives. Both views seem to stem from a lack
of contact between the two. In my opinion, both views are exces-
sively categoric, and consequently mistaken.

The gains to both sides from cooperation are considerable.
Within a corporation, people participating in public-sector activ-
ities may feel they are making a worthwhile contribution—which
in pure management terms usually makes them more motivated
in their other activities a3 well. The public recipients are less likely
to express appreciation than the private donors when this coop-
eration takes the form of “gooad works.” A two-sided parinership
is more likely to be fruitful in the long run.

Often, the first visible result of community/company coop-
eration will be an increase in the number of complaints flowing
in from outside—just as Volvo experienced with the initial steps
toward employee participation. However, it is easier 1o view this
as a healthy side effect of cooperation, or even as useful new in-
formation, when one realizes that the complaints have been there
all along, festering without any means of expression,

Ower the long term, from a company's viewpoint, partner-
ship with the public is simply a good investment, because there is
same chance that socety and thus busines will function better
for it. To rephrase the often-misquoted Alfred Sloan comment,
most larger companies these davs are beginning o realize that
what's good for America is good for General Motors,

In a number of American cities, private interests have set up
consulting or survey groups that the city can use to increase the
effectiveness of its administration, Britain has several clearing-
house organizations, privately funded, to match the needs of
public-sector or volunteer agencies to private-sector donors, The
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expenience is usually stimulating as well as educational for volun-
teers. Society gains by better public administration. In New York,
for example, people from the private sector helped draft new
working procedures for the courts that drastically cut the time
between arraignment and trial. The immediate benefits are obvi-
ous, but the most important result of this kind of collaboration,
in my view, is better mutual understanding and confidence be-
tween the public and private sectors,

It should be posible for busines to respond to the public
need in its internal workings, too, 1o be steered within the frame-
work of the community’s social, pelitical, and cultural values. But
this requires the values of the electorate to be expressed in the
mechanisms that govern production. These are still too often re-
sponding to short-term perturbations rather than long-term oh-
jectives,

The alternative to business working in harmony within a
politically determined framework is socialization and government
directives within a totally planned economy, This weuld not enly
erode the efficiency criterion we presently exercise in the use of
our respurces, it would also apen the door to concentration and
arbitrary exercise of power, stifling democracy by a compulsory
reduction of available alternatives. 1 firmly helieve that having
rival alternatives is our guarantee of a living, working democracy,
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Thefuture
of work




f things go on as they are—and 1 see little reason to

I hope otherwise—we are going to be coping with major

social problems in the foresceable future, problems

—— that we can be preparing for today. 1 can speak with

some experience about the problems related to one field, trans-

portation. Most of them are already with us, at least in micro-
cosm, and the situation in other realms i gmilar.

TOO MUCH TRANSPORTATION

Transportation wan't be the same in the Future as it s today,

Neither people nor local governments nor the auto industry jtself
are geared for the urban explosion that has turned many cities into
infinite lines of cars, creeping more slowly than the horse-and-
buggy transportation of fifty years ago. Automobiles consume ex-
pensive fuel, waste it sitting in traffic jams, and leave 2 murk of
exhaust fumes in the atmesphere to mark their frustration.

The main culprit is, of course, the private car, which has nat
been subjected to any form of planning restraint, Nor do 1 think
it will be restrained in the future, because a car for mst penple
represents precisely the better standand of living they have been
working so hard to achieve. So curtailing use of the private car
will be impractical if not politically impossible outside the fester-
ing city centers, where even drivers are beginning to accept the
fact that the auto is a nuisance.

_ Yet the car itself i not to blame. Outside rush hour in the
city, the auto i the mest convenient way to get from A o B. The
contribution of the auto industry to our economic growth has
been a major factor in twenticth century progress, too. It gen-
crates investment, i a major source of emplovment, and creates
a demand for roads, bridges, and other investment and job-
generating opportunities that eontribute still more o growth.
Most goods travel by truck and most people travel by car. Our
industrial growth depends increasingly on our ability to transport
ourselves and our goods effectively. )

What are the alternatives to today's urban congestion? Al-
though a few cities have poured vast sums into automated rail
systems, these usually prove to be inflexible, expensive, and not
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always socially beneficial. Other, more practical choices, are likely
in meost cities in the future,

* Upgrading conventional public transport sys-
tems for passenger comfort,

* Building more and better public transport
terminals, with good interconnections, as well as
ample parking at suburban terminals,

® Installing information systems so passengers can
easily find out what alternatives they have to get
from A te B.

® Subsidizing public transportation fares, possibly
by levying a tax or toll on private autos using
cily center roads.

® Restricting the use ::rffn'trute cars in cities, at
least during working hours.

® Improving public transport service to suburban
mdustrial parks.

" Only marginal investment to gradually upgrade
existing streels.

® Reserving parts of Lthe city street network for
rush-hour bus lanes.

® Designing I'r:nlﬁr: systems lo make better use of
vehicles presently on the roads, such as taxis,
mintbuses, and ordinary buses.

All of these are within our means today, financially if not
organizationally. In most cities, though, the department respon-
sible for roads and traffic control is quite separate from the de-
partment responsible for public transportation, and the depar-
ment that plans land use and factory location is yet another
element, cut off from the road and public-transport authorities.

In transportation, as in so many other realms, 1 hope we can
retain personal choice, However, I believe some controls will be

THE FUTURE OF WORK 143




absolutely necessary to save the city centers from being strangled
by cars, The solutions don't need 1o be revolutionary, They can
be achieved by wsing transportation and contrel techniques al-
ready availahble,

I dont’t believe we can or should “do away with” private cars.
People have worked hard to earn their cars. More families can
now afford two care, and second ears tend to be smaller and more
efficient. Having a range of choices is part of our democratic pur-
pose, part of what we work for, Thus, we need to increase choices
by providing a range of public transporiation vehicles—buses,
taxis, minibuses—so people will eventually begin to use each one
for the things it can do best, This can only happen when public
transportation actually offers better service than the private car,
We will need o subsidize the public systems and control COnges-
ten during the transition until the public systems are sufficiently
developed and accepted to compete on their own merits as a
faster and better way of getting around a city,

The worst enemy of the private car is its misuse. Tt is unsur-
passed for flexible, convenient, quick transportation  between
points—when roads are unerowded. But when people use it for
things like rush-hour commuting, for which it was not desipned,
it is a failure, and as a result the credibality of other rubber-tire
vehicles like buses and minibuses suffers, too. The low priority
most cities give to public transportation today has been a power-
ful seli-fulfilling prophecy, forcing more and more ORECE-COMmpEe-
tent systems to run down for lack of maintenance and investment,
until they are les attractive and thus used less, and thus still more
impoverished, 5o that more people decide to use their own Cars,
no matter how long it takes,

Volvo has been involved in the design of an experimental taxi
which was exhibited in the summer of 1976 at the Museum of
Modern Art in New York. Starting in 1972 with clean drawing
boards and the idea that we needed a safe and practical vehicle
for big-city use, the designers came up with a useful compact
vehicle for passengers and drivers alike. The design can be adapted
for disabled passengers or minibus service, among other things. It
includes an ergonomic driver’s compartment completely cut off
from pasengers, with excellent visihility,
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Volvo's experimental faxi.

The taxi's tumning radius is less than thirty-four feet, achieved
by mounting the wheels “one at each corner.” The passenger
compartment has a sliding door for easy entry, low door sills so
wheel chairs can be put in easily, and a safety bar rather than
geat belts,

In transportation, as in so many other realms, the main con-
straint to changes like these is not the technology—we can already
demonstrate most of the advances that will be necessary. Instead,
the constraint is likely 1o be individual and organizational incrtia,
suspicion of the unfamiliar, and apathy. This concerns me, nat
only becawse my own work is in transportation, but because trans-
portation will remain an important part of mast people’s working
lives until we can reach a more ideal integration of our home and
working lives, We must try to cut the overhead the individual
pays—on his ar her own time—in geiting to and from work. This
i5 a social cost that never enters into official calculation, but jts
importance i growing. The average person these days budgets
nearly an hour, each way, for getting to and from work—a total
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of nearly ten hours a week that could be spent either in fruitful
waork or pleasurable leisure. Flexible working hours might iron
out peaks, but they work somewhat against car pools, The best
long-tesm solution will be to pay much more attention to inte-
grating home and work envirenments, This means having smaller
factories and more of them, near where people want to live,
rather than putting huge soulless housing developments where the
factories want to cluster. There will still be individuals who choose
to live in one community and work in another, but this i a per-
sonal choice that carries its own cost in commuting time. So far,
choice 1 seldom available, so the individual and the car bear the
burden for poor public planning.

THE RICHT TO HAVE A JOB

The utopian ideal of having home and work well integrated seems

almest absurd in a world where unemployment—finding any

waork at all—is a major question for many people. Yet the ideal

ﬁwld. be kept in mind, even while coping with the current prob-
ms.

I belicve unemployment is not just a current problem but a
long-term situation that is geing to demand new kinds of thinking
before it can be solved, Structural reasons explain some of the
ris¢ in unemployment in mest industrialized countries, as do the
short-term economic cyeles that create employment peaks and
valleys.

The employment question is going to be one of the major
problems of our time, Quantitatively, we want the number of joh
opportunities in a country more or less consonant with the num-
ber of people who want to work, Achieving this goal of full em-
ployment will require qualitative changes in how we organize
work, the conditions under which it is performed, and the atti-
tudes we develop in curselves and our children abeout it.

To a physicist, the term “work™ means the conversion of
energy, But work as a human being performs it is far more com-
plex. To a person with a dreary, repetitive job, it is an ordeal that
must be survived in order to camn leisure time, To someone with
& consuming interest in a job, leisure i sometimes an unwelcome
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or rejected distraction. In davs gone by, people did more phvsical
work; now we have made advances in technology and harmesed
new sources of energy to diminish the need to messure work in
phyvsical terms. Sometimes, though, we sull measure the living
standards of nations in terms of the quantity of energy conmumed
by each person in a vear.

In today's warld the strains of work are more alten mental
than physical, Although we still find occasional cases of peaple
being worn out by hard work, #t & more common to hear com-
plaints about sensory or peychological circumstances than undue
exertion.

The demand for physical labor is certainly diminishing, and
some believe that work will become a privilege within the next
few decades. The drop in demand for physical laborers marks
advances on other fronts, A supertanker, for example, carries
200,000 tons of oil, vet requires only a skeletal crew aboard. In
the clipper ship days, crews were fairly large. We ship perhaps
HLOO0 tons of cargo per emplovee today, compared 0 one ton
per emplovee a few decades ago.

Or take another activity—making computers, One company
in this business says it takes only ene-third the labor force it did
five years ago to make a comparable quantity of machines today.
The computers themaelves now cost less per unit and do much
more work than they did five vears ago,

While the labor demand i diminiching, the working popula-
tion 15 rising. A major cause of thiz growth B woemen entenng or
reentering the work force, exercising their new legal right to equal
pay with men. In addition, more pensioners want to continue
some kind of useful work to keep their lives interesting,

Most industrialized countries have in recent years raised the
number of required years of schooling. A greater proportion of
the school population goes on to college or university, too, This
helps siphon off some who would otherwise be entering the work
force early. However, it also raises expectations for work that is
adult, interesting, and paid in keeping with the individuoal’s in-
vestment of time and money in education. The use of increased
schooling to keep people out of the work force (which was never
its purpose ) was of limited duration, as we are beginning to leamn
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now with the rise of unemploved university graduates in most in-
dustrialized countries.

Education is an invisible asset. Sweden spends more money
on education, per capita, than any other country, The American
investment is hl.lgli'. too, and includes a ].'t:l'g{' prit'rl.l:i_--ncctn:ur cle-
ment. What is our return on this capital investment? At the mo-
ment, 4% Aew university praduates Tace |:|:||.r1'|'|p|-::|:. ment even be-
fore they enter the work force, they must share the concern that
we are not making good use of our investment. Today graduares
rukl e |'I:IT|'h'II'{'l:| to take any j-::-'|| that 15 available—im CERENIOE,
1.|!'I.-E'!-' are -:'III!'-|'.I'!C'!'ill.l."'\I for jl::ll'.l-:: with hij_:h-c‘:rh-:'-:nl_ drr:-pr_:-ul;::_

Social reform has had some |.|.r||_|l:u|.r|{'|:l effects on the demand
for workers in EI:'I-:!“.’-'!I':- . Mozt industrialized countries _L.ril.'q: decent
support to those who are sick or out of work, In Sweden sick pray
is S0 percent of an emplovee’s normal pav. This gives EVEry
worker the decision regarding whether or not to go (o work, at
very little economic ot to the individual. One cost of this social
reform is absenteckam,

For an E[H'[]-n'u.l:'a]l::-'. e Fa ilil_:.' like Vaolvo's Torslanda E.I-I'l-!:-l':. !
m 15 percent avierage almentesism rate means the Company must
employ about 1200 people more than would actually be needed
if evervone came to work every day. The rate has doubled in the
past ten vears, If the rate doubled apain, this would add to the
cost of the AVETAEE Car some |1rr|1j|::-:r_| of the extra EXPensE for em-=
ploying 2400 people more than are technically “needed™ in that
factory. This is ineficient, inflationary, and it makes planning
and mnhslgills I!lnuhh;'l'irlll difficult. It is alsa I‘!IJI11]:I:|.'.1. Ha\'inﬁ
enough people to cover the peaks means that many are under-
emploved on dayvs when the absentecism is lower, This situation
penalizes those who come to work regularly by impoverishing
their jobs to make work for the extra people between absenteeism
F'C'.'I.k.‘-. At Kalmar, about 20 perocent of the m“r.].;g?.ﬂ-s WEereE re-
spongible for about B0 percent of the absentecism, The hard-
working 80 percent deserve to have workloads that don't suffer
dav-to-day Auctuations.

Oar solution to this |:|:|r|-'|:||1'rr| :|1|[g|‘|l: be the adult (but ad-
rnini.ﬂlrnl.i'.'t']}' diffieult } approac h in which each -e':n.plr:-!.m: rmakes
his or her own contract with the emplover for a certain number
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of hours of work per day, perhaps in two-hour elements. Many
contemporary social problems are related to the fact that people
have few alternatives to the normal eight-hour working day. This
costs the taxpayvers money in sick pay, unemployment bm._-ﬂu
and so on. If alternatives to the eight-hour day were mahluh.-_.-j
it might help alleviate a number of the problems and costs for
the community as well as the company.

If it were possible to treat workers as adults, making their
awn contracts with emplovers to work a certain number of hours
per day or days per week, it might be necesary to offer extra pay
to thase who chose to work the “normal” cight-hour day five days
a week, Because the money for that kind of “honus” would be
coming from the public purse, in lieu of what are today sick pay
or unemployment benehits, this i the kind of question that merits
public debate.

Paliticians are in charge of the policies that pay people al-
mest as much for hl!ill:g aick ot 2 COMPAny can pay them for com-=
ing to work. It is thus up to the politicians to decide whether to
redistribute some of this money as incentive pay for those whe
choose to work hard under some kind of individual contract sys-
tem. In any case, there seems to be a rising demand for some
kind of work-hour Aexibility from people whose family situations
or commuting problems make the normal work day difficult.

Even in today’s factories, of course, such a scheme would be
difficult to administer, However, computers and meters for to-
day’s flexible working hours could easily be adapted to this pur-
pose once people decided it was far preferable to maintain an
adult employee-employer relationship, rather than casting one in
the role of truant schoolchild and the other in the role of parent
and taskmaster. Experience so far with flexible working hours
seems to show that people come and go at quite regular hours
each day, once they have the opportunity to select those hours for
themselves within reasonable imits. When more companies have
been able to base their production on work groups rather than
assembly lines, more flexible forms of timing will be possible with-

out the d-uarupl_lnn that production suffers today from unplanned
absenteeism,
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Even if the job supply and demand are reughly equal, em-
plovment problems will continue, In Sweden we have more or
less achieved a “full employment™ situation, but imbalances still
exist both in certain industries and in certain geographical areas,
Some places have a shortage of labor, so people can choose their
work. Other places and industries suffer a glut, so emplovers can
choose their workers. Most countries have made sufficient social
advances that those who are unemploved ne longer starve, and
there are only slight differentials in wages between the places with
a shortage of labor and those with a glut,

The right-to-employment isue revalves around “the right to
self-respect,” rather than the nght to avoid starvation, The de-
mand for asured employment varies. In places like the United
States, where average national unemployment figures have ranged
from 4 to 9 percent since the war, and in portions of Sweden
where there is a shortage of jobs or only sporadic demand, work-
ers are increasingly demanding laws to protect jobs. But such
rules often create ““featherbedding” situations which are ulti-
mately harmiul o employment, as the United States railways
demonstrated over the past several decades. With full employ-
ment people are naturally less interested in protecting specific
jobs, Thus, the isues become somewhat politicized, with only
those politicians representing high-unemployment constituencies
paying sufficient attention to a problem that will eventually affect
us all.

THE RIGHT TO GOOD WORK

Employment is a problem that presently concerns everyone, and
will be of even greater concern in the future, The advances that
have brought about a real reduction in the demand for labor
bring with them a need to reevaluate our attitudes to work.
We also need to change some of our social indicators. Prac-
tically every social system has developed economic models to mea-
sure what is achieved by the resources put into production. In
mast of these models, “production per emplovee” has been the
criteria of achievement. But in view of the new problems of em-
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plovment, one could begin to question whether these models will
be useful in the future, Il we continue 1o encourage emplovers to
use fewer and fewer people per unit of production {and thus
more and more machines ), the effects on socicty could be serious,
We may increase the suffering which unemployment brings to
large groups of people, no matter how “humane™ our unemploy-
ment benefits. American studies have shown, for example, that
losing eme's job has statistically significant effects on the lifespan
and health not only of an employee but also of the spouse and
family as well* We need an additional dimension in our eco-
nomic models, acknowledging that the other side of production-
per-employee may be unemplovment, which carries costs bevond
the quantifiable benefits, in physical and psvchological harm to
individuals,

Simple price mechanisms of the supplv-and-demand type
only work to a limited extent. Furthermore, we find increasing
competition between the performance of human beings and of
machines, Too often the cost of human performance tums out o
be higher than the cost of a machine's performance. This seems
cruel—but it's true.

A few decades ago people had to work in order to stay alive.
Even in affluent countries, the times of poverty, starvation, and
misery are still within the remembrance of people alive today. An
entire generation of Americans was scarred by the experiemoes of
the Great Depression of the thirties,

Today we have achieved much higher general standards of
living, and unemployment no longer means starvation. In fact, in
gome countries the difference between the useful income of a
working man and of his neighbor collecting unemplovment is
negligible. So why work?

If you ask a worker in any factory whether he or she would
like a holiday or not, the answer is a fairly predictable yes, On the
other hand, if you ask that worker to choose between a six-month
vacation or none at all, the answer becomes less predictable, Maost
people, whether they think about it or not, would probably have

* “That Helpless Feeling: The Dangers of Stress,” by Douglas Cal-
ligan, New York Magazine, 14 July 1975,
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trouble coping with six months off work. To be able to use the
time off, a person might have to change his or her entire life-
style. Many would find this difficult.

Similarly, if you ask whether people want to work or not,
without economic penalty, T believe most of them would answer
in favor of jobs. But having to choose might create confusion for
some. Yet this is, in esence, what the social systems of most in-
dustrialized countries are doing teday. It shows up in the attitude
of young people, rejecting careers in anything, particularly in in-
dustry, before they even enter the work force. Coming to maturity
without their parents” experience of the Depression, we find them
travelling in Sweden en California unemployment checks, chang-
ing jobs for seemingly trivial reasons, or awarding themselves
three-day weekends in the form of sick-leave, with alarming reg-
ularity. And who can blame them when we offer them petty,
repetitive jobs without much human contact, eften subservient to
machines and systems?

If vou combine these trends—towards reduced real demand
for labor, narrower pay differentials, and higher unemployment
benefits, along with higher educational standards—you find two
of the most impertant issues for the industrial future:

* how to create employment that suits people
* how to pay them as fairly as possible for doing it.

The demand for meaningful work has become progressively
louder, especially among younger people, for a number of rea-
sons. Values concerning job content eross national frontiers more
quickly than differences among national economies can be evened
out. Most industrial nations are encountering similar demands for
a more humane factory environment and more stimulating work.
The demands for equalization in pay will probably follow the
same lines, although perhaps more slowly,

In thess circumstances, we can ultimately expect pay rates
to become relatively equal in large areas of the world. Countries
distinguished by their low pay scales today will become less at-
tractive to intermational companies looking for the lowest labor
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coets. This will not necessanly be a dizadvantage to industry, On
the contrary, in human terms, the idea of locating a factory on
the basis of local market requirements rather than a temporary
wape anomaly would =eem healthier in the long run. This could
shift the bases for competition away from companies that can af-
ford to move their production from one country to another and
towards those that are simply most competent. Success ideally
should be based on the ability to hatch new ideas, nurture them,
and put them into practice competently, rather than on the abil-
ity to tap vast sums of money.

:‘_\|,||:|-n'ﬁ4':|:u!|:.'. EOVETTIMEntS and trade unionz =em o be be-
hind this drive towards wage equalization from country 10 coun-
trv. This, however, 15 not the whole truth, The drive & alo
spurred by the big international companies, sometimes without
their conscious awareness. [t happens not necessanly because they
are progressive and want things to develop this way, but simply
because as they transfer people, they transfer values and demands
as well as ideas and technology.

Thus, in the so-called capitalist system, it 15 the big com-
panies whose success prompts social and economic demands from
employees. The trade unions realize that the only way to par-
ticipate in this development and promote it or steer it is to work
towards internationalization themselves, Governments, by con-
trast, are last in line. They represent what are fondly termed *'na-
tional interests” and supervise that portion of 2 company's ac-
tivities located within a particular set of boundaries. As a result,
because companies are mobile while governments are not, the
povernments have sometimes been left standing.

In some countries, success in the drive for equalization al-
ready means nobody needs to go without food or housing for lack
of work. Physically we have achieved enough so that business can
turn its attention to the mental and pevchological elements of
work, Work that means something to the worker has become one
of the prerequisites for mental and physical well-being. Every
individual should have the right to a job, and industry must make
every effort to provide pood work for those who are prepared to
work,
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But what docs “right to employment” mean in a society
where vou can eamn almest as much in unemplovment pay as vou
can from a full working week? In some countries it seems as
though the right to choose between working and not working has
already begun to establish itself. In spite of practical differences
between different regions and nations, the attitude to work is
changing radically worldwide in these circurmstances. Is it enough
for work to be available? Or must the work be available near the
worker's home? Should the worker be entitled to choose the job?
Many people wha still have heavy, arduous jobs are unwilling o
pay for others to do exactly the kind of work they want—or no
work at all. If a vote were taken on whether evervbody, without
exception, should be entitled to chome his or her work, most peo.
ple would probably vate no, realizing that this is an attractive but
unrealistic idea. For the time being, most of us know we must be
prepared to choose among the jobs available.

CREATING WORK

There are those who believe that in the next few decades work
will become a privilege. Increased mechanization and automation
are already reducing the demand for labor. This i a trend that
deserves careful attention, for it could go awry. In the United
States, for example, the l'_.nngru:-:mn.ﬂ Office of Technology As-
sessment reported in 1976 that automation in rapid teansit sys-
tems brought few benefits and many problems. The expected
savings for people operating traine were offset by the increase in
(higher paid) people to repair breakdowns in the automated sys-
tems—an inadventent kind of job creation. But jobs for both
groups were less rewarding as a result. The train operators, a
diminishing breed, felt their jobs had become the “residue of
functiond that equipment engineers have found techrically or
economically impractical to automate,”®

The maintenance people, trapped in high-preswure, thankles
jobs, suffered frustrations because they could seldom duplicate in

* *US Report Hits at Rapid Transit Automation,” New Scientist,
15 July 1536,
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their repair shops the conditions of normal operation. Reliability
on one system went from 4000 hours between failures on fifteen-
vear-old cars to only 420 hours on the new automated cars, The
analysis did not take into account the frustration of passengers
waiting for cars that had broken down, or the essential shift in
job focus from public service to equipment repair.

To my mind, the insistent demands for “work content” are
a healthy sign. It is hard to arouse enthusiasm in routine occupa-
tions of diminishing importance to society, The demand to create
better work may force us to recrganize production in ways that
are also more efficient in the long run. An increasingly skilled and
well-paid labor force can be a great asset. The difference between
an apathetic worker and one with enthusiasm can have far-
reaching results in quality as well as quantity of production,

Much of our discussion of work seems to center on produc-
tion. When we talk about participation or meaningful [or mean-
ingless) work we tend 1o see a blue-collar worker standing at his
machine. But in truth, there is equal danger of dehumanization
in white-collar jobs,

S0 far we have made litthe effort o create meaningful jobs—
or to stop impoverishing those that are presently meaningful
their incumbents—in white-collar cccupations, Just as humans
have come to serve the machine in production, =o too have at-
tempts o make administration more effective failed; so far, most
of the things done in offices in the name of “efliciency™ simply
narrow the work content and debase the human contribution.
Public services at present are mainly “repair work.” Dismal living
conditions wear people down, Se do child-care difficulties, com-
muting long distances, unrewarding jobs, and dealing with soul-
less burcaucracy, Better phyaical and secial architecture could
prevent some of these problems and reduce zome of the need for
social repair costs such as numing and rechabalitation. At the same
time, the jobs of those doing the repair work could become less
eTOsIvE.

It may come to pass in the future that the public and private
sectors will find themselves competing in the job-creation business
—a competition that would ultimately be won on the basts of the
quality, not quantity, of jobs created, 5o far, most of the effective
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sieps in the direction of i|1|pru'-'u1;q wioirk, if mot {'rr;llin-i; ;il;I have
been in the blue-collar area. Instead of pouring more money into
an-called “i:lrllillln:'t:ill:l- 11'|,'|'|nn|u|_{'n_” SO -:||:|||::u|||'ir'~. are 'I;.|.-ﬂ-i-|,-
Ilil'l:i! Lo ‘~|.'H:'rl-:i it L ill|illft !:urnu_'lun: tion to the demands of the pu_'n,:]'.uh:
|_|_1'|i_|'|:.5 the work. It i 1 malhle to devise new solutions o combine
rational technological systems with greater freedom for human
chioice,

[ndustral swork dosn't need to be tedious and dirtv, Bue this
iz eften the result when the only criteriomn s -.n: Ar-lO-VEAr eoonolmic
F{l'l:‘.-'n.!h measuned in Ir.'l.rl|l_|nr|.'|_| terme, In re r|:|.||nr-= Y |1;.|-|_|,|n|'|- time
scale to justify the technical development required to change sys-
tems towards more human satisfaction. Onee this is achieved and
human demands have been acknowledged, though, new possibil-
ities open up that may be more effective in the longer term.

Every organization is different, so no single blueprint can be
useful for evervone, Every individual is different, too—and that,
in tsell, is perhaps the single most important guideline for any
organization that wants to create meaningful new johs,

The rationale for jl:!-'lll creation and -FI:-II' i|11|:|rnv|:|1'||_'|:|1_ 5 quilr
simple. Companies are already paying for anything from 20 per-
cent 1o M percent more people than they need, If they accept this
“eoat” as part of their civic responsibility and the normal cost of
doing business, they can then begin to make the “exira” work
more meaningful, along with the so-called “essential™ joha.” In
many cases, this calls for an initial upheaval that i= difficult for
the TR ETS in an organization, bt the rh;|r_|_qi: in attibude =
necesary to do business successfully under the conditions we ar
already r:l:pr'ﬂr':r..fmq today.

1'-4I|'- 0% £ !':p{'rlrl'll.i‘ i dl:“'n"'lqlulu., new work patterns at Kal-
mar, Torslanda, and other factories has given rise 1o a few rules
o thumb that have been htlpful!

" The more that employes are involved in plan-
mng changes, the more suceessful the changes
are litkely to .E!e

" The highest probability of suceess seems to be
associated with the change from line working to
A skop-floor planning meeting, group working.

L
=1
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® [t is vital that the individuals in a proup have
absolute choice over their method of work—
some will want to keep on doing a angle task all
thewr working lives. There 15 no harm, and often
same bene fit to the organization, when they do
so—iyo long as they do it by chouce.

" " fob-creation™ seems most effective when 1t
takes the form of a few “extra’ members in cach
group, beyond the technical mintmum require-
ments. This gtoes room for flexible working
hours, job-sharing (such as the ntuation in
some of our plants where three young mothers
share twe jobs, or other arrangements of their
awn cheice ). This can be one of the most effec-
Hpe areas in which to create new jobs—and the
payoff comes in fncreased customer satisfaction
as well as pob satisfaction.

" The one attitude that seems to mark the
difference between success and failure is the
ane that says: “Employees are adults.”

On a larger scale, to evolve in thiz direction we must leamn to
design work to suit the labor available. And only the labor avail-
able can tell us what suits it In national and corporate terms, this
usually means changing our factories and offices and being willing
to put them where people want to live. We must redefine produc-
tion technology and administration technology, so the machines
and materials are really serving the employvees rather than vice
VErsa.

In individual terms, changing work means leamning to define
the kind of job one wants, getting the training necessary to do it,
and making sound decisions between the ideal of having it avail-
able right here and the practical limitation that some kinds of
wark will still require commuting or moving. As much as possible,
within the realities of industrial and administrative life, people
should be able to influence the design of their own jobs,
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Without such changes, our present industrial and social prob-
lems can only grow worse, With new attention to the needs of the
people who make up every organization, we should look forward
to a new era of industrial growth and social progress.

LEADERSHIP AND PARTICIPATION

A pood deal of debate these days foouses on the qualities of lead-
ership. Ton often, colorful, strong leaders are thought to chal-
femge or undermine the concepiz of democracy, participation, and
the delegation of deciston making. The appropriate role of the
leader iz often described as that of compromiser, weighing various
interests on a balance and then mapping out a middle-of-the-road
route, using analysis and pragmatism to get there.

This concept of leaders and leadership is incorrect and dan-
gerous, Analysis is and always will be helpful in all leadership
tasks. To improve the quality of our decisions we naturally need
maore insight into the nature of a problem. However, in reality,
analysis never leads to change, It never moves lines of demarca-
tion, It draws up no new front lines. The only attributes of lead-
ership that can result in essential changes are fecling and con-
viction. Risk taking is related to the unknown, and it is risk taking
that is & hallmark in the development of a leader. Even if leader-
ship demands a continuing ability to compromise, this should not
lead o the disappearance of the most essential ingredient for
development : courage.

Any group has within it creative capabilities. It is the collec.
tive effort of the group that can achieve results, sometimes of
mountain-moving proportions. However, to awaken these capa-
bilities, a group needs some force to wave the flag and rally mu-
tual support for a commaon goal, This, as I see it, is the catalytic
or triggering aspect of leadership,

People in a democracy are wary of leaders, This is natural,
and a healthy reaction. Normally we are afraid of leaders only
until we have seen them and have decided whether or not we Tike
whar we see. Familiarity gives us some opportunity for acceptance
OT Tejection,
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Of the leaders in our time, John F. Kennedy provides a fas-
cinating example. No one can argue that his election as president
of the United States was not the result of the democratic process,
No one would contend that Kennedy, after he became president,
made himself aloof from democratic institutions or public con-
tact. Nor could anyone deny that John F. Kennedy exerted strong
leadership in all matters, no matter what opinions might be about
specific decisions.

Kennedy brought very strong personal judgments to the ex-
ercise¢ of his office, and these values left few people untouched.
When he died, the reactions of people all over the world indicated
an absolute and very rare pemonal involvement. He left few peo-
ple indifferent, whether they liked him or not.

People need the kind of personal sense of structure, and sheer
leadership that Kennedy represented. He demonstrated that the
ability to make firm decisions is not contrary to the democratic
system, and indeed is necessary if democracy is not to fade into a
colorless compromise that would eventually leave people indiffer-
ent to human conditions and sues outside their own circle.

On a smaller scale, t'.l:ll.'ll}' the same type of leadership is
needed within every clrp,:mzatlm and every company.

When the mle of a leader & debated, there 5 a I:ndmc}
these days for people to asume that more participation and
greater influence by the individual will erode leadership and de-
mand les of leaders, T think this view 15 wrong, A leader must
never mistake co-participation for laxity. There &5 a vital differ-
ence between positive delegation and the imability of a weak
leader to accept his responsibilities. Real delegation requires that
the leader transfer his influence, tolerance, and generosity to the
delegate, and thus he must have the personal strength to afford
sharing these properties, To open up an isue, to find enough
courage to debate it, and to develop the strength to resolve a con-
flict—these are the qualitics of true leadership. The weak are in-
capable of delegating and have every reason to fear sharing their
power. The strong have the sclf-confidence that makes delegation
possible and easy,

It is casier and more natural to accept new responsibilities if
the role of the leader is clearly defined and if the final result ex-
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pected from the leader is stipulated. A vaguely defined pole
coupled to a shifting debate makes the job harder, and hinders
real democracy.

I cannot speak directly for the employees at Volvo. T can only
ohserve how [ see them behave in different situations. Since 1971,
I have been able to see how union leaders conduct themselves as
members of the company's board of directors. 1 have watched as
they learned how the board functions and what kind of matters
it handles, They now understand that the board is not engaged in
activities that imply a conspiracy against the workers. These em-
plovee representatives have thus been able to negate many of the
false myths about the board—perhaps one of the best and sound-
est results of broadening the board representation,

On our Corporate Works Council, I have, since 1971, seen
emplovees discussing Volvo's entire strategy and planning oper-
ations. They have done this with an openness which clearly dem-
onstrates the sense of responsibility they feel not only toward these
employees they represent, but also toward the company as a
whale. Politics and tactics are understandably part of their work.
However, if one accepts the motives behind the tactics, one finds
a strong desire for cooperation, based on the assumption that the
workers have many interests in common with other stakeholders
in the company. Furthermore, these people have a clear under-
standing of the leader’s role. They respect leadership, and they
understand the need to maintain the decision power within any
type of organization, even if they must sometimes query the con-
tent and limits of leadership because of political convictions,

In another era, leadership was maintained by disciplinary
rules and punishment. A company’s management could apply
sanctions or even fire people, ruling labor by decress and notices,
“Spitting prohibited,” management could say, That time is long
gone, and we can be thankful for the progres, Today we must
grow closer to labor, no matter how busy management s,

Leadership is giving support, explanations, and interpreting
information so emplovees can understand it. Leadership is de-
veloping conscnsus. Leadership is sometimes the ability to say
“stop,” to draw a line, to take the heat out of a conflict, to con-
clude a debate and get down to negotiations. Leadership i hav-
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ing the courage to put a stake on an idea, and risk making mis-
takes, Leadership is being able to draw new houndarics, beyond
the existing limits of ideas and activities. Only through this kind
of leadership can we keep our institutions from drifting aimlessly,
10 o purpose,

1t sometimes scares me that what we do in Velve is presented
to others as an innovation, because this demonstrates, after all,
how linle has been done in work organization. Companies spend
almest endless hours trving to provide change, incentive, interest,
invelvement, and motivation for top executives, yet almost no
time is spent in looking at the rest of the work force in the same
way. Until now, managers have not found it necessary. We are
still in the era that Adam Smith described so many years ago,
where “a worker gives up his ease, his liberty and his happiness
when he goes into industry,” ]

If we can give the worker back his case, his liberty and his
happiness, or at least provide conditions under which he can find
them for himself, T believe we will come closer to a healthy, hu-
man, “pestindustrial” society.
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