The Productivity Challenge
As the cost of labour continues to increase businesses face the growing challenge of remaining
competitive by managing costs while increasing or maintaining their output. This is the Productivity
Challenge and in today’s business environment it is perhaps the greatest challenge we face (especially
in Australia).
We often look to technology to provide the solutions and invest significant financial and human
resources on improving our data and work management systems. While this is essential as businesses
need technology to help organise and manage the vast amounts of data and complexity, sometimes
we forget some of the basic principles that we have used for hundreds of years to manage people and
the work that they do – before we had all the technology.
This principle is making sure people are doing the right work. This is the Productivity Challenge and
here we are not talking about making people working harder, but instead we need to set up the right
environment through better management practices and behaviours.
First, we need to look Productivity in a way that allows us to do something about it. A simple way of
defining Productivity is the ratio of output to the total cost of labour (I have intentionally not included
materials and other costs as this article focuses on the labour component). Now we can model
productivity using the following equation:

In many cases, businesses will focus on the labour side of this equation, reducing labour costs through
a range of cost cutting initiatives. This can be very disruptive and negatively impact the engagement
of staff, which if not managed properly, can have an adverse effect on output. Also, if cost cutting
through staff reduction is not planned and implemented properly those costs will creep back in as the
output drops. As a result, we re-hire people, bring on contractors or outsource work. This will often
lead to higher overall costs, especially when the initial cost of reducing labour is considered.
Another way of approaching the Productivity Challenge is through the output side of the equation. Increase
output by using better management tools and practices. However, this can be difficult as in some work

environments work output is not clearly defined - this is especially the case for non-transactional and
project work.
My experience working on this problem across a range of industries (including government) has often
shown that many managers are unable to describe what their people do on a daily basis in a way that

can be quantified, planned and measured. As a result, they do not know how many people they
actually need and what their team is capable of producing in a consistent and sustainable way.
Compounding this problem is an understanding of what represents Value-Adding Output for a
particular team and individual. The premise here is that not all the work that people do adds value,
and this non-value (or lesser-value) adding work reduces productivity. I will not go into this further at
this stage as I will post another article about this subject, however I will emphasise that every day the
people in our teams spend time on activities that do not add value.
Before a manager can start to address their Productivity Challenge, they need to (honestly) ask
themselves the following questions:
✔
✔
✔
✔

Do I really know what the people in my team do on a daily basis?
Is the work that my team does, the right work? In other words, is the work adding
value?
Is the work under control? Is it planned and is it managed effectively?
Do I have sufficient visibility to allow me to review what my team is doing and make
improvements to increase their output and value contribution?

In answering these questions, we need to break down the work into detailed activities, determine how
long these activities take, and from that determine the right level of resourcing required. We also need
to look at waste (in the work process) and the time spent doing the wrong things. From this we can
start to develop more effective ways of planning the work and have a baseline against which we can
assess how our teams are doing, and what can be improved.
Tackling the Productivity Challenge should be done in seven incremental steps:

As we work though each step there is an iterative process of changing and improving the preceding
steps. This leads to the alignment of the structure of the work management process thus providing
managers with the tools and information they need to effectively lead their teams, improve their
productivity and increase the value they add.
Start with the first step and improve your Visibility.
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