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PRODUCTIVITY RISE OR TRASHING THE CUSTOMER

Bruce et al

 

Bruce's illuminating account of the French election gives us some insight into the policy dilemmas that will face the next Presidency - especially those in the economic sphere.  In concluding with reference to the debate over reasons for its disappointing growth, he evokes concerns about productivity growth in the financial services and retail sales sectors.  Making mental comparisons with the American experience, I find myself still puzzled as to how some of these figures are calculated and assessed.  As a non-economist, I welcome some clarification on the part of my professional colleagues.

 

Two stand out: 1) where nominal productivity is increased by transferring non-quantified costs onto the consumer, how is this figured in the equation?: and 2) why is 'remedial' economic activity that meets needs created by the failure of economic performance added, rather than subtracted from GDP?

 

A REAL-LIFE PARABLE

 

Phase 1:  A trip to Washington and other cities is planned.  I call United Airlines; call forwarded -after normal delay - to outsource phone center in India, operator cannot find flights desired because she (and whatever database she is accessing) is ignorant of the fact that 2 airports serve D.C.; 2 subsequent calls (to India and the Philippines) are needed before a reservation is made.  MY time lost = 3/4 hour.  Economic statistics register a gain in productivity for United thanks to its lower costs and savings through under training of lower-paid staff.  Do they register an economic cost for my time lost?

 

Phase 2:  Aircraft is regional jet, despite distance of 1,300 miles.  Seating configuration makes it impossible to work.  United gains - in productivity and profits - from operating small aircraft at full (physically) capacity and paying staff in this subsidiary company less than they earned as employees of United proper. My work time lost (and productivity diminished) ?

 

Phase 3: Arrival at gate, disembarking delayed 20 minutes because operator of ramp is busy at another gate; questioning confirms that staff have been cut and workload increased.  Wait on ramp for hand baggage that could not be accommodated by small aircraft, additional 20 minute delay because ONE slim woman baggage handler cannot handle 3-tier wheeled cart and push it onto hydraulic lift.  Several passengers, including self, miss connecting flights due to delays.  United has registered a further productivity and profit gain.  How is the lost time of passengers registered?
 

Phase 4:  Frazzled, rescheduled passengers buy alcohol and/or aspirin in immoderate amounts.  Boost to GDP.  Later visit to HMO to check out chest pain coincidental to agonized trip adds to HMO staff productivity and, via my co-payment, profitability.  Contribution of last 2 to economy in REAL TERMS = ZERO.  My time and suffering?

 

Phase 5:  Due to income lost thanks to missed flight, I decide to do home repair by myself to save money.  Go to Home Depot; inordinate time spent trying to find staff, items needed, and explanation of use.  Return trip because under trained staff gave misinformation.  Economic statistics register rise in productivity for Home Depot and US economy.  As for me, my costs are, I suppose, 'externalities' compensated for the psychic gain of feeling superior to the French who - due to inflexible labor costs, and retrograde performance in learning the science of mass marketing - have experienced lower productivity growth in the retail service sector.  Next time I accompany my friends and relatives in France to stores where live, knowledgeable people emerge quickly with helpful assistance, I will gloat even more in my secret knowledge of their inferior consumer environment.

 

The last 2 sarcastic sentences aside, I genuinely wish to learn how economists address the data and analytical  issues noted above.

 
