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The Question of Productivity 

 

Could productivity measurement hold the key to supporting constructive 

dialogue about executive remuneration and more? 

There’s no denying that productivity is a concept that is often championed by 

Australian politicians and business leaders alike.  Yet, the CRA Plan Managers 

Top 500 Director and Senior Executive Remuneration Report as far back as 2013 

highlights that Australia was the 2nd worst of 51 countries for growth and 34th on 

national economic performance ranked by the Economic Intelligence Unit 

Workplace Flexibility Index 2011 (which was in the midst of a global financial 

crisis in which Australia did not fully participate!).  

By anyone’s standards, these rankings are not particularly positive.    

The CRA report notes that despite its national importance and a detailed 

Productivity Commission Inquiry into Executive Remuneration throughout 2009, 

productivity is not mentioned as a key strategic issue or measure of performance 

for executive reward in any of the over 500 ASX listed company annual reports 

reviewed each year through to 2013.    

While there is always much discussion about executive remuneration from the 

perspective of the general community, the media and shareholders it is worth 

exploring one of the concepts raised in the CRA report.    

That is: if productivity measures became a focus for Australian listed companies 

and became a focus of executive remuneration determinations there might be a 

better alignment between the community (all Australians) and executive 

remuneration. 

The report argues that if productivity was a measure then executive 

remuneration may be impacted by productivity impediments such as: 

 over regulation by Governments (Local, State and Federal); 

 inefficient labour markets; 

 declining educational standards and workplace skills; and 

 inefficient use of capital. 



Perhaps if executives were directly impacted by these ‘drags’ on productivity 

their ‘business’ would be more engaged in political process and be collectively 

more forceful in driving a reform agenda.  

The authors of the report believe that the outcome might just be that executives 

get paid more but the community as a whole may be happy they do! 

Warning that Australia needs to adapt to the changing world  

This now leads us to a more contemporary contemplation. 

In a landmark speech made last year (29 April 2015), Catherine Livingstone, 

President of the Business Council of Australia, and Chair of the Telstra Board 

warned that traditional economic policy settings are being rendered obsolete by 

rapid advances in technology.  

Addressing the National Press Council about a policy agenda for business in the 

age of disruption, she said, unless Australia adapts it will be overwhelmed within 

a decade and suffer hits to living standards. 

The following elements of the speech are worth noting and we would also 

encourage you to read the full speech or view the video by clicking the link at 

the bottom of this article. 

Key points raised during the speech include: 

 

 The Federal Government budget process should be de-coupled from major 

policy consideration and change. 

 The Intergenerational Report (IGR) tells us we need a new plan for the 
country, not just a process to improve our fiscal position. The plan needs to 
be a 10-year plan for adaptation and growth. 

 We are experiencing a 'phase change' in our economic environment, where 
previously held assumptions about causal factors and relationships no longer 

seem to hold, e.g. secular stagnation, countries issuing bonds at negative 
interest rates, and weak investment in spite of very low real and nominal 

interest rates. 

 The ageing of our population combined with the impact of hyper-connectivity 
will literally overwhelm us if we don't rapidly increase our rate of adaptation. 

 Many country and business leaders have expressed real fear about their 
ability to manage the rate of job displacement and its impact on 

communities.  

Main themes of the speech included: 

The underlying drivers of disruption 

At the heart of this disruption is Mass Connectivity.  By 2030 there may be 50 
billion devices connected to the internet, and the average home is expected to 

have more than 20 such devices. 
 

The more interfaces, the greater the potential for innovation; and the more 
connectivity the more interfaces.  

 



Trends enabled by mass connectivity: 

 

1. In America, 40 per cent of the work force or 53 million people, are 

 now freelancing through new business models like Airbnb, Airtasker 

 and Uber. So what is this doing to patterns of demand where income 

 security is uncertain and long term expenditure commitments can't be 

 made? 

 

2. Online markets are supplanting companies as an organising force 

 representing a material risk transfer to the individual.  Uber doesn't own a 

 single vehicle; Airbnb doesn't own a single bed. 

 

3. Google has announced that its search algorithm will prioritise 'mobile 

 friendly' websites when people search using their smartphone or tablet. 

 Desktop only sites will still appear but ranked lower - what will this do to 

 Australia's competitiveness when 66 per cent of the nation’s websites are 

 not optimised for mobiles, including 51.5 per cent of ASX 200 companies?  

 

The 3 Ps 

Productivity:  In this age, disruption is achieved through innovation and this 

requires the mobilisation of an entire ecosystem: 

 the building of knowledge infrastructure through both research and 

business 

 a skilled work force 

 creative workplaces 

 business models built around the customer and competition 

 engagement in global supply chains 

 a culture of experimentation and entrepreneurship 

 contestability of government services, and government acting as a 

demanding customer in its procurement activities. 

Participation:  If 47 per cent of total US employment is at risk of being 

automated using artificial intelligence, we need to move urgently from a 

discussion about protecting the jobs of today, to creating the jobs of the future. 

This includes ensuring that there is a workforce skilled in the attributes required 

by business. 

Population:  Australia’s population has grown by almost 25 per cent since 

2000. The population policy imperative underpinning growth can’t be confined to 

the level of population and migration quota settings. It must include the 

planning and prioritisation of infrastructure, the design and liveability of our 

cities and regions, the affordability of our housing, and the preservation of our 

environment. 



Key Public Policy Programs 

 
Health:  We need to change the mindset from one of fixing people when they 

are sick, to enabling them to stay healthy for as long as possible. 
  

Education:  We must move away from the notion that work is something we 

begin after a long period of study, to one where work is integrated with learning.  

 

Given that an estimated 75 per cent of the fastest growing occupations will 

require STEM (i.e. Science, Technology, Engineering and Mathematics) related 

skills, there should be more of an emphasis in primary school on science, 

technology, engineering and maths including computer coding, computational 

thinking, problem solving and design thinking. 

 

In Australia the gap between the digital literacy of our young people and that of 

our competitor nations is increasing. 

 

Retirement Income:  Retirement has moved from being seen as the brief 
interregnum between finishing work and dying, to a reward for a lifetime of hard 
work. 

The potential of an ageing workforce needs to be harnessed by enabling people 
to fully participate in work for as long as they wished, which would save in 

government pension payments. 

The speech concluded by highlighting that effective leadership will be key to 

Australia’s success in dealing with the required policy setting.  Not just 

leadership from the elected representatives of the day, but from the opposition, 

minor parties and independents that are part of the government structure. 

A focus on re-election must not cloud that leadership. 

In concluding the speech she noted ‘Leadership has to define the path between 

current reality and future aspiration, one that requires working through these 

core policy areas, approaching them from a different philosophical starting point 

and setting them on a 10-year path. 

Because that’s how long it will take to make them fit for purpose to preserve our 

well being as a nation’. 

Read the full transcript of Ms Livingstone’s speech here.  To view the video click 

here.  At the very least, considerable food for thought with which to start the 

New Year! 

We have gathered the main themes of the speech in this infographic: 

http://www.bca.com.au/newsroom/national-press-club-address-by-catherine-livingstone
https://www.youtube.com/watch?v=Pg9poRBKt5I


 


