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Labour productivity growth has capital deepening and 
MFP components
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How productivity growth contributes to per capita 

income and thus to wellbeing

Australia’s wellbeing has many dimensions,
with material living standards being central

Other factors such as social
capital, for example
• social attachments

Per capita income growth and
distribution contribute through
• consumption and saving

Other factors such as
environmental capital, for
example
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• social attachments
• community involvement
• safety

• consumption and saving
• funding of social support
• funding of institutions etc.

example
• amenity
• biodiversity
• air quality

Growth in terms of trade Multifactor productivity 
growth 

Capital growth

Labour input growth
• participation etc

Growth in Gross

Domestic Product

(GDP)

Growth in terms of trade

Source: Productivity Commission



Gap in economy-wide labour productivity ($US PPP) 

between Aust and NZ (2010 data)
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‘Market sector’ productivity growth rates are similar  

(1978-2009)

Variable Australia

%

New Zealand

%

Labour productivity 2.0 2.1

Multifactor productivity 0.8 1.0
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Multifactor productivity 0.8 1.0

Value added 3.1 2.4

Labour input 1.1 0.3

Capital input 3.9 3.0

Total inputs 2.3 1.4

Data source: ABS and Statistics NZ



New Zealand has a larger Government sector 

50
Per cent of nominal GDP 

General government outlays
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Data source: OECD
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Review of Government Services: Performance 

indicators framework

Equity of 
outcome 
indicators

Access

Access

Equity
Equity of access 

indicators

Access 
indicators

Objectives
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Outputs Outcomes

Program 
effectiveness 
indicators

Cost 
effectiveness 
indicators

Appropriateness

Quality

Inputs per 
output unit

Effectiveness

Efficiency

Appropriateness 
indicators

Quality 
indicators

Technical 
efficiency 
indicators

PERFORMANCE



Australian market sector MFP by growth cycles
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The long term MFP growth rate 

(1973-74 to 2008-09) is 0.8 per cent per year
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Data source: ABS
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Droughts have resulted in large contractions in 

agricultural output

Australian agriculture value added - per cent change
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Average construction time of new mineral and 

energy projects in Australia
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Value added rose for energy, but fell for water
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The 3 sectors account for ¾ of the  fall in MFP 

growth in latest cycle
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Contributors to growth in real gross domestic income
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All regions had output gains from NCP – some 

more than others
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Potential ‘outer envelope’ GDP gains from the 

National Reform Agenda

$bn %

• Competition stream 4 ½

• Red Tape 13 1⅓
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• Health service productivity 4 ½

• Workforce participation 60 6

• Workforce productivity 25 3



A framework for measuring the contribution of the 

not-for-profit sector

Inputs

Funding

Government funding 

Donations Income

Direct Economic 

Contribution

Expenditure

Volunteers and 

other in-kind

In-kind support

Volunteers 

Use of assets 

Knowledge, skill and 

relationship inputs

Outputs

Services

To clients

To members

More 
comprehensive 
data available 
(and attribution 

more 
straightforward)

Connecting the 

community

Participation 

Influence

Lobbying

Research

Community 

endowments

Natural & built 
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To members

Outcomes

Service outcomes

Health

Employment

Safety

Creative 

fulfilment

Impacts

Connection 

outcomes

Community 

engagement

Trust and 

confidence

Influence outcomes

Resource allocation

Policy influence

Attitudes change

Civic engagement

Existence outcomes

Service flows

Options

Existence

Sense of self 

Safety from harm

Consumption 

Engagement in 

meaningful activity

Connectedness to others

Ability to exert influence

Less 
comprehensive 
data available 
(and attribution 
more difficult)

Participation 

Networks 

Research

Education

Natural & built 

Cultural & artistic 

Knowledge

Spillovers and feed through effects – including overtime

Across domains of community wellbeing, such as



Cost per ‘case mix-adjusted’ public hospital 

separation, by region
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Are we closing the gap for Indigenous 

Australians? – 50 indicators

Improvement
20 %

Can’t tell
50 %
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No change
20 %

Deterioration
10 %

50 %
(no trend data)



Estimates of mitigation costs vary (a lot)
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www.pc.gov.au

For information about the Commission and 

copies of all its publications
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