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There are tentative signs that busi-
nesses bearing the brunt of the strong
dollar and patchy demand are becom-
ing more efficient.

Labour produectivity in the services
sector climbed almost 1 per cent in
three months ended December 31.
Excluding mining and utilities,
labour productivity rose 1.9 per cent
nationwide last year, according fo a
report by consultants PwC.

The study found that workers in
services including finance, retail,
communications, transport and hos-
pitality increased output by up fto
almost 6 per cent in the December
quarter despite a drop in the number
of hours their staff worked.

The improvement, combined witha
seasonal 5.1 per cent increase in farm
output, contributed to a solid boost to
national productivity and helped off-
set a 1.4 per cent fall in the amount
produced by workers in the resources
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sector and a 4.2 per cent drop in utili-
ties output per worker.

- PwC economics partner Jeremy
Thorpe said the improvement was

promising, though would need to be &

sustained to have much of an impact.

“We expected to see fewer hours
worked in the services sector over the
December quarter as this period coin-
cides with traditional holiday peri-
ods,” Mr Thorpe said. “However, the
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sector was able to maintain strong
output figures despite the reduction in
labour hours, leading to a positive
labour productivity result.”

Treasury and the Reserve Bank of
Australia have warned there needs to
a be a sharp improvement in produc-
tivity growthif living standards are to
rise.

Merrill Lynch chief economist Saul
Eslake, who extensively researched

productivity in his job at think tank,
the Grattan Institute, said that after
expanding at a five-year rate of about
2 per cent a year in the first half of the
1990s, productivity growth acceler-
ated to 3.2 per cent in the late 1990s
and slowed in the late 2000s to 1.3 per
cent.

Treasury secretary Martin Parkin-
son last week bemoaned “the sharp
deterioration in multi-factor produc-
tivity — how clever we are at combin-
ing labour, capital, resources and
ideas”.

He said the enormous boost to
national income from soaring com-
modity prices had supported living
standards despite poor productivity
growth, a situation that was unsus-
tainable.

Mr Thorpe said the mining sector
would eventually boost productivity
as major projects entered production
and added to national output. The
effect would be tempered by skills
shortages and the fact that high global
prices were leading to the develop-
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ment of lesslucrative mines and
TE50UICES.

He warned that “when the
resources boom eventually runs its
course, if we have not seen sustained
productivity growth in non-Tesource
industries, then we will be relying on
smaller and less-productive industries
to implausibly sustain our national
standard of living”.

Mr Eslake said there were “tenta-
tive” signs that many firms under
pressure from the strong dollar, wealk
credit growth and other changes inthe
economy were working to increase
their efficiency.

He said he was “as pessimistic as I
have ever been” about the likelihood
of governments introducing policies
that would make the economy more
efficient. The benefits of reforms in
the late 1980s and early 1990s had
worn off and there has been a “tida:
wave” of regulations since, including
Onerous security measures anG coIpo-
rate governance requizements, he said.
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