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Case study 2: Productivity chase – the more things change, the more they stay the same

The debate following the release of the report of the review of the Fair Work Act, titled Towards More Productive and Equitable Workplaces: An Evaluation of the Fair Work Legislation (http://deewr.gov.au/fair-work-act-review), was sadly quite predictable in the current political climate. The media commentary and the responses from big business, employer organisations and lobby groups were similar to the reactions that used to follow the decisions of the Fair Work Commission in the now defunct National Wage Case and more recently the Minimum Wage Case. Typically, unions and employers expressed dissatisfaction with the wage rise, with one side arguing that higher wages would cost jobs and the other bemoaning the plight of low-wage workers. In this case, the approach of the three-member review panel seemed to be one of trying to find concessions to placate both the major parties, but in the end such an approach is always doomed to fail because there is a far bigger ‘game’ at stake – one upon which the panel only just began to touch.

This bigger game is productivity growth, and an apparently enduring belief among Australian governments and business – and to a lesser extent unions – that better workplace relations can substantially add to national productivity. Indeed, even the panel seems to have fallen for this trap, making suggestions that went far beyond the mechanics of the workplace relations system and measures to increase workplace flexibility in the interests of workers attempting to balance work and life. The panel strayed into the territory of productivity, and suggested that the Fair Work Commission could help out here by identifying best practices. According to one commentator, writing in the Australian newspaper, this would be tantamount to the Commission taking over the management of business.

To understand the reaction to the panel’s report, we need to consider two issues: productivity and labour costs. While the two strictly are separate, the reality is that some employers, prominent economists and retired business leaders have become increasingly vocal about the need to improve Australian productivity. While this risks over-simplifying the issue, these commentators argue that the block to productivity improvement is ‘restrictive regulation’ – shorthand for the need to further deregulate the labour market. 

Unfortunately, it is in deregulation prescriptions that productivity improvement and cost reduction often converge. Deregulation typically means enabling employers to have greater control over the utilisation of labour and more flexibility in determining the payment system, and not just the quantum of payment. In such a situation, greater flexibility lowers costs and can manifest as improved productivity.

Efforts to improve productivity in a sustainable manner require a different approach to that advanced by some of the participants in the current workplace relations reform debate. The keys are to be found in innovation and improved workplace practices. This is not something that can be driven at the level of workplace relations laws, nor can it be fostered by the seemingly endless tinkering with the regulatory framework that, for example, has characterised Australia’s unfair dismissal laws. Indeed, if there is anything to be learned from international experience, it is that there is no a unique path to productivity improvement, and that enterprise management must drive these processes.

This lesson provides a challenge to human resources management (HRM) practitioners. In Australia today, almost any organisation with more than 100 employees has an HR manager – but how do they add value? There is some literature that suggests they are strategic partners with senior management, but the evidence is fairly limited. 

If Australia is to enhance its productivity performance, HRM needs to become an agent in unleashing the creativity of the workforce. For this to occur, production and HR managers need to enter into an effective collaboration, but at the same time, HR managers need to be effective advocates for the workforce and become champions for a workplace culture of autonomy. There is a need to shift from a culture of control in which the HR function is most visible in rooting out apparently wasteful practices, such as ‘cyberslacking’ and other inappropriate uses of the internet, to fostering an environment in which employees feel valued. A wealth of literature exists that demonstrates the link between autonomy and a range of variables linked to enterprise performance. 

Rather than criticising the review of the Fair Work Act, senior business leaders and the elder statesmen of corporate Australia, such as Nobby Clark and David Murray – both former chief executives of major banks – should lead the chorus for enhancing the standard of leadership and management in Australian business.

Discussion questions

1. What can be achieved by deregulation of the labour market?

2. Can you see any role for industrial tribunals like the Fair Work Commission in improving productivity?

3. Why is productivity improvement a challenge for HR practitioners?
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