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The results of these studies are based, in part, on Australian Business Register (ABR) data supplied 
by the Registrar to the Australian Bureau of Statistics (ABS) under A New Tax System (Australian 
Business Number) Act 1999 and tax data supplied by the Australian Taxation Office (ATO) to the ABS 
under the Taxation Administration Act 1953. These require that such data are only used for the 
purpose of carrying out functions of the ABS. No individual information collected under the Census 
and Statistics Act 1905 is provided back to the Registrar or ATO for administrative or regulatory 
purposes. Any discussion of data limitations or weaknesses is in the context of using the data for 
statistical purposes, and is not related to the ability of the data to support the ABR or ATO's core 
operational requirements. Legislative requirements to ensure privacy and secrecy of this data have 
been followed. Only people authorised under the Australian Bureau of Statistics Act 1975 have been 
allowed to view data about any particular firm in conducting these analyses. In accordance with 
the Census and Statistics Act 1905, results have been confidentialised to ensure that they are not 
likely to enable identification of a particular person or organisation.



WHY DID AGGREGATE 
PRODUCTIVITY GROWTH SLOW?

Productivity slowdown (2004) unleashed a 
spirited debate about the future of productivity

Circa 2013: debate centred on innovation 
prospects at the frontier

• Techno-pessimists (Bob Gordon) vs Techno-
optimists (Erik Brynjolffson)

• But high speculation/evidence ratio …

• … and devoid of firm-level evidence



WHAT SHOULD HAPPEN IN A 
WELL-FUNCTIONING ECONOMY?

1. INNOVATION: Firms at the global productivity frontier experiment with 
new ideas and generate new technologies

2. DIFFUSION: frontier innovations diffuse through the economy, and lift 
the productivity of laggards via adoption

3. REALLOCATION: scarce resources get reallocated towards more 
productive firms and low productivity firms contract/exit, releasing 
resources for more productive up-starts.

Evidence suggests that #2 and #3 have been a binding constraint on 
OECD productivity growth



THE BEST VS THE REST: A BROKEN 
DIFFUSION MACHINE?

Aggregate productivity slowdown masks 
increasing differences between firms

• Andrews, Criscuolo & Gal (2015, ‘16, ‘19)

• Frontier growth strong but laggard firms fell 
increasing behind from early 2000s

• The best: winner take all dynamics
• The rest: laggards firms can increasingly 

survive without adoption new technologies

• Frontier-laggard gap drives aggregate 
slowdown

• Problem worse in country*sectors where 
product market deregulation stalled

Labour productivity performance 
24 OECD countries

Source: Andrews, Criscuolo & Gal (2019) "The best versus the rest: divergence across firms
during the global productivity slowdown," CEP Discussion Papers No1645, Centre for Economic
Performance, LSE.



WHAT ABOUT AUSTRALIA?

Andrews, Hambur, Hansell & Wheeler (2022):

• Combine OECD frontier data with Australian data from BLADE

• BLADE database had administrative tax data on near-universe of 
Australian businesses

• Use to create measures of productivity, at the firm, industry, and industry leader 
or laggard level

• Focus on the non-resource non-financial private sector



WHAT ABOUT AUSTRALIA?

• We know from previous work 
diffusion of technologies is far from 
complete

• Particularly the case outside of 
mining, where Australian firms more 
likely to be at the frontier

• Mining  excluded from the further 
analysis 0
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WHAT ABOUT AUSTRALIA?

Labour productivity performance: Business Sector Andrews, Hambur, Hansell 
& Wheeler (2022)

• Combine OECD frontier 
data with Australian 
data from BLADE

• Australian firms have 
fallen behind the global 
frontier

Source: Andrews, Hambur, Hansell and Wheeler (2022), “Reaching for the stars: Australian firms and the global
productivity frontier” Australian Treasury Working Paper 22-01.



WHAT ABOUT AUSTRALIA?

Labour productivity performance: Market Services Andrews, Hambur, Hansell 
& Wheeler (2022)

• Combine OECD frontier 
data with Australian 
data from BLADE

• Australian firms have 
fallen behind the global 
frontier

• … especially in services
Andrews, Hambur, Hansell and Wheeler (2022), “Reaching for the stars: Australian firms and the global
productivity frontier” Australian Treasury Working Paper 22-01.



FALLING BEHIND: CONVERGENCE 
TO FRONTIER SLOWS FROM 2005

Explore forces of productivity 
convergence by estimating neo-
Schumpeterian model

• Firms further from frontier can 
grow quicker due to a larger stock 
of unexploited technologies to 
harvest

Dependent variable: Labour productivity growth

Source: Andrews, Hambur, Hansell & Wheeler (2022), “Reaching for the stars: Australian firms and the global  productivity frontier” Australian Treasury Working Paper 22-01.



FALLING BEHIND: AN INCUMBENT 
STORY, YOUNG FIRMS DID OK

Dependent variable: Labour productivity growth Dependent variable: Labour productivity growth

Young firms tend to catch up more quiclySlowdown only evident for mature firms



FALLING BEHIND: AN INCUMBENT 
STORY, YOUNG FIRMS DID OK
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FALLING BEHIND: COMPETITIVE 
PRESSURE MATTERS

Dependent variable: Labour productivity growth Dependent variable: Labour productivity growth

… and where mark-ups and market power is 
rising

Convergence slower where entry rates are 
declining …

Source: Andrews, Hambur, Hansell & Wheeler (2022), “Reaching for the stars: Australian firms and the global  productivity frontier” Australian Treasury Working Paper 22-01.



BUT DYNAMISM AND COMPETITIVE 
PRESSURES HAVE DECLINED

Measure of Dynamism Average Mark-up
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Source: Hambur (2021) “Product Market Power and its Implications for the Australian Economy”, Australian Treasury Working Paper.



FALLING BEHIND: DECLINING 
COMPETITION EXPLAINS MUCH 

Drivers of slowdown in convergence to the frontierMain point

• The rate at which firms 
converge to the frontier 
fell 4 ppt, or 9 per cent

• Declining entry rates 
and rising market power 
account for much of the 
slowdown

Source: Andrews, Hambur, Hansell & Wheeler (2022), “Reaching for the stars: Australian firms and the global  productivity frontier” Australian Treasury Working Paper 22-01.



ADDED TO ITS ROLE IN SLOWING 
RESOURCE REALLOCATION AND 
MARKET SELECTION

Reallocation and market selection has weakened
Andrews & Hansell (2021):

• Since mid 2000s, less productive 
firms more likely to survive and 
labour flowed more slowly to 
productive firms

• Explains ¼ of productivity 
slowdown

• Issue worse where in industries 
where mark-ups have risen 
(Hambur 2021).
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HOW TO REVIVE PRODUCTIVITY 
GROWTH?

Pro-competition reforms etc

• Address potential barriers to firm entry and growth (regulations, 
financing constraints)

• Ensuring workers have the skills to employ new technology


