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Productivity matters y 4

Future wellbeing
Preservation of capitals that drive wellbeing over time

Current wellbeing

Productivity

Underlying determinants
People, finance and physical capital, natural environment,
institutions and regulation, innovation
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The drivers of material living standards /.

lg/‘l‘u(«‘\w’; oY | P‘f;
Material living
standards
5.
Income [ Terms of trade ]
Ability to produce ] Net foreign
goods & services )

L investment

World prices
6 ;

Plant/machinery

&

Intangible capital

Multifactor ] [
productivity J l Labour

A
A ATAY

Participation rate

Capital

Hours worked
per employee




In the last decade and a half, positive terms of trade ... .0 o+
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GDP, GDI, GNI and the flow of incomes, 1988-2022

o o o o o o o o
LN o LN o LN o LN
o ™ o o~ — —

Some of the income gains have flowed abroad
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 Software

* Databases Currently

included in GDP

* R&D
* Mineral exporation
 Artistic, entertainment, and literary originals

* Attibuted designs (industrial)
* Financial product development

* Market research and branding

* Operating models, platforms, supply chains
and distribution networks

* Employer-provided training
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The components of productivity

Economies-of-scale
Economies-of-scope

Technical efficiency
Allocative efficiency

Knowledge/technology
And, in reality:

Mismeasurement




New Zealanders work longer hours and get less output per A

hour than most OECD countries
Hours worked per year vs output per hour relative to the OECD average, 2019

Average hours worked per employee (index,

OECD=100)
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® Early OECD members (pre-1975)

Recent OECD members
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New Zealand’s relative decline began in the mid-20t" century endva e

Real GDP per capita (USD 2011), 1870-2018
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New Zealand’s economic growth was driven by increasing rooucrvivcomission

labour input in the two decades prior to COVID-19

Contribution to output growth (%)
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Aotearoa New Zealand’s growth has come from working  ocucriiry/comsere
more hours, rather than increased productivity

Average hours worked per employee

New Zealanders continue to work long hours New Zealand’s employment rate has recovered
2200 Average hours worked per employee, 1970-2020 60 strongly since the 1990s
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COVID-19 hit hours worked, not employment ERNETTLE oW sslon

Quarterly hours worked and employment (seasonally adjusted)
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Labour productivity and hours worked during the

COVID-19 pandemic
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The underlying determinants of productivity

Innovation through research and

development helps boost Productivity, and as ':.
a country we still under-invest in R&D, both at

a business and a Government level, compared

to other countries.

Catherine Beard | BusinessNZ
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Investment is low
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...Or negative 44

Disinvestment in environmental capital

Natural resources depletion (% of GNI)
N

AR H IR NN

V/ 7
I % I 7 I_l_%___lﬂ_- /7 . .

Australia Canada Denmark New Zealand South Korea Sweden United States

m 2013 2019 ~ 2020



'/

NEW ZEALAND

PRODUCTIVITY COMMISSION

Te Kémihana Whai Hua o Aotearoa I

Share and venture capital markets are small
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Interest rates have tended to be high
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Foreign direct investment

Inward FDI has been falling... ...Outward FDI has always been low
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The business environment and capability

We have a business-friendly environment...

...but capability is low
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Education and skills are vital
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How to improve productivity

A better process for
selecting focus areas

Collaborative, to identify 3-4

areas of strength in innovation
and exporting

Significant funding

Material, long-term government
funding for each focus area, devolved
decision making, industry co-investment

Maori leadership and voice

Maori voice in decisions,
Maori leadership, government
resources and support

’l
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Improved governance

High-level council and devolved ones
for each focus area, with right people
at the table and a long-term view

Alignment of efforts
Policy alignment, reduced

fragmentation, clear direction
for research, industry and skills

Monitoring and evaluation

Embedded, transparent,
outcomes-focused



Explore the numbers for yourself with our visualisation tool:

https://nzpc.shinyapps.io/pbtn23/

PBTN 2023

#& Home

- Productivity by the Numbers 2023
s Industry Visualisation tool

Use this visualisation tool to investigate the data underlying New Zealand's productivity story. The tool is based on data from Statistics New Zealand, the OECD and the World Bank.
Hover over charts to see the values underlying specific data points.

Key points

p New Zealanders work more hours per week than other OECD
/l countries (OECD average=100)
SR,

New Zealanders produce less output per hour worked than other

OECD countries (OECD average=100)
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Source: NZPC calculations based on OECD Productivity Database (release of December 2022) Source: Maddison Project Database 2020(Bolt & van Zanden, 2020)
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Read the full report: www.productivity.govt.nz/numbers PRODUCTIVITY GOMMISSION
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