Reengineering India

EENGINEERING is a
Rjﬂrpurale buzzword to-
ay. It stands for a radi-
cal restructuring of organisa
tions to make them wore
=ffective. This is achieved by
seiting rid ¢f the unnecessary
baggage which organisations
tend to accumulate over time.
The usefuluess of reengineer-
ing, however, is not limited to
business enterprises. Mahatma
Gandhi reengineered India’s
oppressive and archaic politi-
cal, economic and social struc-
tare. The time has come to re-
think India’'s social and
aconomic system once again.

Refocussing orpanisations
to concentrate on their main
goals, ofien require cutting out
processes that da not contrib-
ute 10 that goal. Restructuring
implies some discontinuity and
pain, even if it is carried out for
the success and revitalisation
of the organisation.

Mahatma GandFi, an astate
politician, wrote the book on
reengineering India. He con-
sidered the village to be the op-

- timal economic unit and identi-
fied activities and technologies
that would make it viable,

Decades after Indepen-
dence, many villages remain
unviable as economic units. Ex-
cept for a few in Gujarat, Maha-
rashtra and Punjab, the bene-
fits of economies of scale remain
beyond their reach. The quality of
village production often tends to
be mediocte and the productivity
low by international standards.
Rural industries that depend on
agricultural produce are in poor
condition. The successful ones are
located in cities and large towns,
depriving villagers of gainful em-
ployment and growth.

We must begin restructuring,

first in villages with the help of

technolegy and economies of
scale. India has achieved miracles
with the Green Revolution and nu-
merous irrigation projects. These
helped the country to increase and
equalise incomes and also cut the
disparity between yields from rabi
snd kharif crops.

As rightful ewners of land, vil-

lagers should have more control in
determining the inputs they need
and the outputs they plan. Per-
haps, some form of voluntary co-
operative may be an initial answer

to increase the profitability of the

labour of villagers.

Many Indian businesses are
sick with overdue loans, lack of
capital, obsolete technology and a
large, poorly trained and unmoti-
vatad work foree. Some of these

The costs of economic activity have to
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sector firms relates not to owner-
ship, but of their performance,
profitability and the distribution
of decision rights. The state has
failed them. Instead of encourag-
ing these companies to be efficient
and coupetitive, it provided subsi-
dies, and tariff and licence protec-
tion from losses. Often these com-
panies are run by remote conirol
by bureaucrats from headquarters
elsewhere. These people often
have little vnderstanding or expe-

and should be manufactured in-
digenously with a better formulat-
ed.industrial policy.

The first priority of public sec-
tor units should be to focus on
what they can: do well. Restractur-
mgmednotleadtolussofjoblf
the companies improve their tech-
nology, production and profitabili-
ty. Loss of jobs in some instances is
a necessary price of better quality
and efficiency. However, better
quality and efficiency will gener-

ate more jobs. throaghout the
economy. Creating public sec-
tor jobs is the least effective ac-
tion the government can take to
generate employment. It would
do better to train the young in
job skills, retraining the unem-
ployed, and erect a social wel-
fare net to protect the. un- |

employed.

Mahatina Gandhi chided |
textile miil owners to act as
“trustees and not as’ greedy and
petulant tulers of industries. |
The state is -acting today as-a
flustered and incompetent par-
ent of the units it owns. As a
trustee, it wonld care where the |
money goesand what should be [
done to generate wealth. There |
is not much capital to waste any

~ way. Refusal to restructure the
state-run units may, buy tran-
sient social peace, but will de- |
stroy the future of our children. |

In ourtwo earlier pieces, we |
- emphasised the importance of |
cutting transaction costs. The |
cost of.capital 5 converging
across countries, and India’s la-
bour costs are low. But for high
transaction costs, India could |
be a highly competitive manu- |
facturer and exporter of goods.

Every transaction takes
much time, hassle, uncertainty,
and money. Imagine the wasted |

* time and resources required to
* do thousands of little things of
daily living and deing business.

. Poor infrastructure, costly_ser-

vices, neglect of efficiency and the
value of time, all add to transac-
tion costs. Many services routinely |
available in other countries are ab--
sent in India. '

Automation that would have |
increased efficiency and transpar- |
ency is blocked by some interests

‘through misguided fears of its im- }.

pact on employment. One has only |
to duvethrwghthe mile-longtraf- |
fic jams of hundreds of trucks at |
excise checkpoinis to recognise
the redundant and archaic admin- |
istrative structures that add huge
{and avoidable) costs to the Indian
eConomy. :
In 1996, India earned the dubi-
ous distinction of being listed
among the ten most-corrupt coun-
tries in the world. Unless transac-
tion costs are cut, Indian goods|
will continue to be unnecessarily
costly. India can and shonld re-en-
i itself, and reach higher.

The Mahatma showed us the way. |
And we have miles to go. ;
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