
5 February 2026 
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Canberra ACT 2600 
 

Sent via email: producƟvity.sen@aph.gov.au 

 

Dear CommiƩee 

Thank you for the opportunity to submit to this inquiry.  ProducƟvity is, clearly, an extremely 
important, complex and challenging topic. With reference to your discussion paper, we focus 
this submission on the quesƟons of measurement, performance by industry and regulaƟon 
(parƟcularly as it relates to industrial relaƟons).  

In 2025 we had the privilege of serving as independent reviewers of the operaƟon of the 
Fair Work LegislaƟon Amendment ( Secure Jobs, BeƩer Pay) Act 2022. Appendix 4 
(ProducƟvity and the Industrial RelaƟons System) of our review (pages 414-436) is aƩached 
to this covering leƩer and forms the basis of our submission to this inquiry.  In the laƩer we 
note: 

1. PerspecƟves on producƟvity growth: 
A divergence of views on how producƟvity should be defined and measured (see pages 
415-416). The lack of consensus is a clear source of divergence of opinions as to policy to 
grow and distribute producƟvity gains. 

2. Measuring producƟvity: 
The measurement of producƟvity is unquesƟonably complex. In our submission we 
argue (see pages 416-426): 
(a) It is important to disƟnguish between producƟvity at the naƟonal, industry/sectoral 

and enterprise/organisaƟonal levels.  
(b) It is extremely difficult, if not impossible, to measure producƟvity in the non-market 

sector. As we note in our submission, a work around is to esƟmate the value of 
output in this sector using an income approach (labour costs + other input costs). But 
this approach can yield counterintuiƟve results. For example, a reducƟon in the 
number of teachers per student would lead to lower measured output/producƟvity 
in educaƟon but could also see the quality of learning improve.  

(c) When monitoring naƟonal trends in producƟvity a common approach is to simply 
focus on the market sector. The limitaƟon of this approach is that, over recent 
decades, most employment growth has been in the non-market sector. 

3. Trends 1995 to 2024: Figure 63 in the aƩached (see page 419) shows that since 1995 
labour producƟvity has been increasing while capital producƟvity has declined.   
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4. Growth since 2022: Recent years (since 2022) has seen a decline in labour producƟvity. 
We argue that the laƩer is a result of a strong growth in hours worked, underpinned by 
labour shortages and low unemployment. We also emphasise the importance of 
considering growth cycles rather than monitoring quarter to quarter or even year to year 
measures. 

5. Labour producƟvity of select industries: Figure 64 (see page424) provides esƟmates of 
labour producƟvity growth for select industries over the period 1995 to 2024. Retail 
trade and manufacturing have experienced above average labour producƟvity growth 
during this period. This likely reflects the effects of technological advancements.  

6. Enterprise level producƟvity trends: There is a dearth of data measuring producƟvity at 
the enterprise level.  

7. Labour producƟvity and bargaining arrangements: 
(a) European evidence shows that mulƟlevel bargaining (as opposed to single-employer 

bargaining) drives higher naƟonal producƟvity growth, especially when it is 
‘coordinated’. 

(b) The industrial relaƟons mechanism driving greater producƟvity growth occurs 
through the bargaining process or the pracƟce of bargaining (paƩerns of 
cooperaƟon).  

8. Gender and producƟvity: 
(a) Many producƟvity reports and inquiries are silent on the quesƟon of gender. The 

ProducƟvity Commission’s 2023 report ‘A More ProducƟve Labour Market’ makes 
only four references to gender. This is concerning as women now account for 48% of 
total employment and are significantly over-represented in the non-market economy. 

(b) The emerging producƟvity debate poses new challenges and risk for women. Highly 
feminised sectors such as Health, Care, and Social Assistance, for example, have been 
described as a ‘drag on producƟvity’1  This framing shiŌs responsibility onto care 
workers rather than acknowledging the structural undervaluaƟon of their work and 
the difficulƟes of measuring producƟvity in care-intensive sectors. The potenƟal 
consequences were illustrated in the 2025 Annual Wage Review, where weak labour 
producƟvity growth was cited as a ‘restraining factor’ on the size of the increase that 
the FWC seƩled on.2   

(c) There is a limited understanding of the relaƟonship between gender equality and 
producƟvity. Work value exercises, for example, are not simply about closing the 
gender pay gap. Realigning wages through work value cases can drive producƟvity at 
the enterprise and naƟonal level by enhancing employee effort, addressing labour 
shortages and reducing turnover.  

  

 
1 Fair Work Commission (FWC) Annual Wage Review 2025 – consultaƟon hearing. Transcript of Proceedings, 
Wednesday 21 May 2025 [c2025/1], PN209; Maltman M (2024) A careful transiƟon in Australia’s labour 
market. e61 InsƟtute. hƩps://e61.in/a-careful-transiƟon-in-australias-labour-market/ 
2 Fair Work Commission (FWC) (2025) Decision – Annual Wage Review 2025 [FWCFB 3500], paragraph 9. 
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9. DistribuƟon and real wages: It is frequently asserted that producƟvity growth is 

fundamental to economic growth and living standards. What is missing in much of the 
producƟvity debate is ‘how’ the gains from producƟvity growth – the gains central to 
living standards – are to be distributed. Since the turn of this century and the 2007/8 
global financial crisis in parƟcular, there has been a ‘decoupling’ in the relaƟonship 
between producƟvity growth and real wages. Real wages have not kept apace with 
producƟvity growth. Why? In part this reflects bargaining power and bargaining 
arrangements reflected in the erosion of collecƟve bargaining and the rise in precarious 
work. Real wage growth is important, not just for distribuƟve jusƟce but also as a source 
of aggregate demand. Flat or declining real wage growth shows up in falling consumer 
senƟment and declining GDP.  

 

Thank you for considering this submission. As previously indicated, further detail is 
contained in the aƩachment to this leƩer.  

 

Regards, 

Emeritus Professor Mark Bray, University of Newcastle 

& 

Professor Alison Preston, University of Western Australia 
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Appendix 4 
Productivity and the industrial relations system 

 
Extracted from Secure Jobs, Better Pay Review: Report, pp. 419-441. 

 
Citation of  
full report:# Mark Bray & Alison Preston, Secure Jobs, Better Pay Review: Report, Department 

of Employment & Workplace Relations, Australian Government, Canberra,  
31 March 2025. 
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Abstract 

The appendix’s point of departure is an observation that the recent industrial relations debate in 
Australia is deeply flawed. The main aim of the appendix, therefore, is not to provide a definitive 
or comprehensive account of productivity in Australia, but rather to identify key aspects of the 
Australian productivity debate and stimulate discussion. In so doing, the appendix first 
highlights the diƯerent and often competing perspectives on productivity, as reflected in 
submissions to this Review (section 2). Second, it examines the definitional and measurement 
challenges in productivity debates and explores empirical trends in Australian productivity at 
three levels: the national, specific industries and then the individual enterprise/workplace 
(section 3). Third, it explores how, and by how much, the bargaining system influences 
productivity growth, at both the ‘macro’ (national) and ‘micro’ (enterprise) levels (section 4). 
Finally, it underscores the importance of gender equality for productivity growth and the need to 
focus the distribution of productivity gains via wages as well as the generation of productivity 
(section 5). Section 6 draws together the main points and makes some conclusions.  

 

________________ 

# Mark Bray is an Emeritus Professor of Industrial Relations at The University of Newcastle, 
Australia. Email: .   Alison Preston is a Professor of Economics at 
The University of Western Australia. Email:  
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