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SouthGrow Regional Initiative 
Productivity Improvement Project 

Introduction 
 
SouthGrow Regional Initiative has embarked on a productivity improvement project with the 
objective of gaining a better understanding of opportunities and challenges business are facing 
in relation to productivity in the region.  Specifically, SouthGrow Regional Initiative needs 
trend information related to the status of business, both strategically and operationally, in the 
region in order to identify productivity improvement tactics required to assist and improve 
manufacturing and value-added businesses.  Trend information was obtained by developing an 
“inventory” of businesses in the region and soliciting feedback from them on various measures 
identified through research.  In addition, focus group sessions were held throughout the region 
in order identify future initiatives related to productivity in the region. 
 

Productivity – Background & Research 
 
Productivity measures the efficiency with which resources such as labour or capital are 
employed in the production process.  It is essentially the relationship between the output of 
goods and services and the inputs of resources.  Two widely used measures of productivity are: 

- Labour productivity (output per hour worked by employee), defined as the ratio of 
output (GDP) to labour input (number of hours worked).  A measure is the annual 
change in real output per hour worked.  In the long-term, labour productivity is the 
primary driver of real wage growth. 

- Multi-factor productivity (real output of combined inputs such as capital, labour, 
etc.), defined as the efficiency of all of combined inputs.  It is an indicator of 
technological progress. 

 
Productivity fuels economic growth and is essentially doing more with less.  Productivity is 
important to the future growth and sustainability of the economy and growth in productivity is 
seen as the only way to increase the long-term material standard of living of Canadians and to 
sustain the array of government expenditures.  This growth in productivity is attained by  
adding value (creating unique products, services and features) as well as by increasing 
efficiency (reducing costs and improving processes). 
 
The overall performance of any company, operating in any industry is comprised of at least 
seven key criteria: 

1. Effectiveness 
2. Efficiency 
3. Innovation 
4. Productivity 
5. Profitability 
6. Quality 
7. Quality of Life 

 
Innovation is tied to productivity and can take many forms: 

- Market extension (develop new products/services, facilitate product/technological 
adoption to create value, introduce new services value streams to enhance 
productivity) 

- Business models re-invention (reconfigure way that business is done, create more 
integrated products and services, etc.) 



 

- Process improvement (make processes more effective, efficient, productive, etc.) 
- System solutions (rethinking, generating new solutions to existing problems) 
- Product improvement integration (continuous improvement, leveraging existing 

technology) 
- Technology invention (product creation/development) 

 
It is important to note that innovation can take many forms in an organization.  It can be a 
sequence of small, unremarkable organizational process or product improvement activities.  It 
can be investment in new machinery and that embodies new technologies and facilitates 
organizational change.  It can encompass discrete process or product innovations based on 
technology acquired from others or developed in-house.  It can also include new business 
formations to exploit new technologies transferred from universities or other sources. 
 
Organizations face many challenges pertaining to productivity.  These include: 

- Exchange rate fluctuations.  For example, a rising Canadian dollar can make other 
countries’ products more competitive against domestic products. 

- Production costs such as labour, energy, and materials impact competitiveness. 
- The supply and demand of labour as well as the availability of skilled labour can impact 

the ability to produce competitively. 
- A downward price pressure caused by the emergence of low cost industrial economies 

combined with a trend toward global sourcing can challenge companies. 
- Competing economies that are shifting from industrial-based models to knowledge-

based models driven by innovation, technology, entrepreneurship and sustainability can 
impact productivity. 

- New and more exacting global customer expectations challenge companies. 
- The expansion of global business networks and competing knowledge supply chains 

pressure companies to stay current. 
- The transition from mass-production to mass-customization challenge companies to re-

think their processes. 
 

Again, innovation plays a prominent role.  Factors that contribute to poor productivity growth 
include: 

o Slow or no adoption of new processes and technologies to enhance efficiency. 
o Underinvestment in machinery, equipment and technology. 
o Lack of innovation to enable the creation of new products and technologies. 
o Lagging workplace re-organization and worker training. 

  
There are eight drivers of productivity: 

 Investment in capital such as machinery, equipment and structures. It is estimated 
that 80 percent of technical change is embodied in new capital equipment. 

 Technology adoption.  The rate of discovery of new product and process innovations 
and the pace of the diffusion of those innovations will impact productivity. 

 Competition.  Competition can spur companies to improve processes and products. 
 Clusters of people and businesses.  A network and support of businesses and people 

can lead to productivity improvement. 
 Innovation.  The adoption of innovative and leading edge business practices as well as 

the adoption of various innovations is critical to productivity. 
 Skilled workers and capable management, including the average level of educational 

attainment and training and experience is important in obtaining labour productivity.  
Therefore, investing in human capital/skills development and training and knowledge 
transfer is key. 

 Business policy and regulatory environment impacts the behaviour of firms in their 
operations, including trade policy, tax policy, industrial policy, intellectual property, 
foreign ownership, etc. 

 Scientific and engineering talent spurs and/or supports innovation and productivity. 



 

Based on these drivers, it is clear that there are common ways to increase productivity: 
- Train workers (office and plant). 
- Use less expensive materials. 
- Introduce new technologies. 
- Become more innovative in creating, producing, marketing new products. 
- Produce higher value-added products – quality commands a higher price. 
- Integrate information, communication and technology with new equipment and 

machinery to support human talent. 
- Improve skills, increasing skills supply and eliminating skills ‘gaps’. 

 
Research indicated that productivity gaps can be addressed through: 

- Education and awareness of productivity 
- Productivity enhancement tools 
- Policies to promote and enhance productivity and innovation 

 


