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Why is productivity so important?

ÅñProductivity isnôt everything, but in the long 

run it is almost everything. 

ÅA countryôs ability to improve its standard of 

living over time depends almost entirely on its 

ability to raise its output per worker.ò 

Paul Krugman



NZ economy and the recession

ÅNZ has a small open economy

ÅEffects are apparent ïfalling export volumes, 

drop in building sector, lower growth rates, 

struggling businesses, rising unemployment

ÅDespite that, NZ is in a much better position to 

weather the recession than other countries

ïSound banking system

ïAgricultural backbone of the economy ïeven when it 

is tough people still have to eat

ïSetting up FTAs with key new markets

ÅThis is not enough



Output and hours worked



We need to change... 

ÅNZ has lowest figures for labour productivity in OECD

ÅWe already had a skill gap before the recession   

Å80% of existing adult workers still in workforce in 2020

ÅWe need  

ïhighly skilled workforce 

ïhigh performance workplaces

ÅOur best response to the economic crisis is to use the 

downturn to train and introduce skill and productivity 

programmes across the economy

ÅTo retain First World living standards, we need a 

competitive export sector supported by world class 

infrastructure



The question of productivity

ÅProductivity and the macro-economic view

ïinvestment

ïinnovation

ïskills

ïtax system

ïexchange rate

ÅWorkplace productivity

ïsome of the most dramatic and profound 

change can be achieved within the workplace

ïthis is critical to NZôs overall turnaround 



Workplace productivity

ÅThis is not about major capital investment  - it is 
investment in the people 

ÅProductivity programmes put tools and processes 
into the hands of those who carry out the work

ÅThis creates the practice of continuous 
improvement from within the organisation

ÅThe way in which the programmes are put into 
place is critical

ÅIt can be a quick transformation but it is not a 
quick fix



A WAY OF THINKING 

Introduction to ñLeanò or Competitive Thinking 



ÅNumerous terms: óLeanô, óKaizenô, óCompetitive 

Manufacturingô, óWorld Classô, óTPMô, ó6-Sigmaô 

etc

ÅóUmbrellaô concept covering all best-practice 

manufacturing methods and processes

ÅóLeanô is packaged and delivered in different 

forms by different Providers / Consultants

ÅóLeanô is about óremoving wasteô and ócontinuous 

improvementô (óKaizenô)

Working ósmarterô not harder!

What is ñLeanò?



Toyota Production System

Lean originated in Japan in the 1950ôs. The generic 

concepts come out of the Toyota Production 

System (TPS)

Lean has evolved into a complete business system 

for managing product development, operations, 

services, suppliers, and customers. 

Lean principles are used to create precise 

customer value with higher qualityïutilising less 

human effort, less space, less capital, and less 

time than traditional business systems.



Lean today

Rapid rate of adoption on global level:

ÅOver the last 2 to 3 decades Lean has been adopted in 

manufacturing in high-wage countries (US,UK and 

Germany) but more recently also in low-wage countries 

(Poland and China)

ÅLean now spreading rapidly beyond manufacturing into 

all sectors: aviation, logistics, distribution, retail, 

healthcare, the Defence Force, banks, white collar, the 

public sector and now electricity supply  



Å Understand and specify value (Q,C,D) through 

the eyes of your customer

Å Identify the value stream and remove waste 

and variation

Å Make the value stream flow smoothly to the 

pullof the customerôs demand

Å Continuously improve both knowledge and 

processes in the pursuit of perfection

Å Involve, engage and empower employees

Principles of Lean



Principle #1

ééóDefine Valueô

Quality 

Flexibility 

Service 

Variety

Variability 

Response-

Time     

Cost

- - - - V A L U E - - - -

The critical starting point for is value as 

defined by the ultimate customer.

??

?



Time is the ultimate factor

Waste 
Value-add activity

Lead time (Weeks)

Value-add time 

(Hours)

Typical value-add v lead-time ratio ~ 1%

Product shipmentCustomer order
Waste

Lead time (Weeks)

Value-

add time 

(Hours)

Product shipmentCustomer order

Waste

BEFORE

AFTER

ñAll we are doing is looking at the timeline. From the moment the customer 

gives us an order to the point when we collect the cash. And we are reducing 

that time line by removing the non-value-added wastesò

Taichi Ohno (architect of lean at Toyota)


