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The front line for labour productivity is the built environment
Labour productivity is one of the most important drivers of economic growth and 
rising living standards. In layman’s terms, labour productivity is defined as the 
measurement of output produced per hour of work done.

According to the Reserve Bank of Australia, the trend rate of productivity growth 
within the Australian economy has declined noticeably since the 1990s. This is in 
addition to Australia holding a middle ranking at best in terms of internationally 
comparable labour productivity.

Given that labour represents around 90 per cent of the input costs within 
Australia’s service related industries (70 per cent of the economy), this is a  
trend which does not bode well for the future.

In order to turn our nation’s productivity fortunes around, a greater and  
more sustained effort must be put into addressing the factors which influence 
labour productivity. According to Property Council research, the built environment 
is arguably the most important industry for achieving such an outcome

The built environment and productivity
Australian employers face pressures to do more with less, and are often searching 
for ways to improve the productivity of their assets, people and organisations. 
With approximately 90 per cent of the annual cost of an office building expended 
on staff salaries and benefits, what may appear to be a small improvement in 
employee health or productivity can have huge financial implications for employers 
and building owners. 

While productivity in organisations is driven by a number of factors, the design and 
features of a workplace can significantly improve or reduce the effectiveness of an 
employee. Most working Australians now spend up to 80 per cent of their working 
lives indoors. Therefore a healthy, productive workplace which enhances occupant 
comfort and wellbeing is an important factor in driving business success.

The productivity of staff must always be a major priority for any employer.  
There is currently an unexplored opportunity for organisations to use their 
physical work environment for competitive gain. 

Drivers of productivity improvements
Optimising productivity in the workplace is a complex science. Productivity 
drivers should be considered broadly, taking into account the organisational 
and management context, the individual’s job satisfaction and the social work 
environment. While none of these factors lie within the control of a building 
manager, he or she is in a good position to identify and resolve problems where 
the quality of indoor environments impacts on the occupants. 

Indoor environmental quality refers to the key components associated with the 
physical workspace that influence the health, comfort and wellbeing of occupants. 
The components include, but are not limited to:

• Air quality • Thermal comfort
• Light and outlook • Décor
• Acoustic comfort • Layout and ergonomics

Graph 1 Comparisons of average labour productivity among  
OECD countries, measuring GDP per hour worked.
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Improving building productivity
There are a number of ways building productivity can be improved. Some key 
pathways include:

• Integrating these principles into the office design and amenity
• Undertaking systematic inspections of a building’s indoor environment
•  Integrating a management strategy dealing with indoor environment quality  

into the overall maintenance plan adopted for an asset
•  Helping occupants understand IEQ issues, how their activities can influence 

indoor environments and the channels for reporting and responding to indoor 
environment problems, and

•  Occupant input and consultation, not just education. 

For a more comprehensive guide to understanding IEQ and a step-by-step guide on how  
to conduct a building health audit and preventative maintenance program, please refer  
to the Property Council’s Managing Indoor Environment Quality [2009] publication

Case Study
A superannuation trust conducted a pre-occupancy study of IEQ 
and occupant satisfaction prior to commissioning plant upgrades 
in four of their operating buildings. The tenants remained the 
same for this mix of newer and older buildings.

The plant upgrades included installation of a dedicated outdoor 
air-handling system to improve air comfort and to better manage 
temperature and humidity, as well as installing E1 lightning to 
improve eye comfort and light spread whilst reducing glare.

Following the plant upgrades and a ‘settling-in’ period, a post-
occupancy assessment was conducted to determine IEQ 
performance and satisfaction. Measurements were conducted 
in accordance with the NABERS IE protocol. Changes to thermal 
comfort, air quality, cleanliness and maintenance made significant 
improvements in general building satisfaction. Labour productivity 
of the buildings’ occupants rose by up to five per cent.

Benchmarking indoor environmental performance
A number of building rating schemes exist which focus on benchmarking indoor 
environmental quality performance. These include the UK based BREEAM In-Use, 
USA LEED, the Green Building Council of Australia’s Green Star Performance 
tool, the National Australian Built Environment Rating Scheme (NABERS) Indoor 
Environment Rating Tool and the WELL Building Certification. 

The NABERS IE tool is the most established and refined performance tool 
worldwide and provides a significant database for benchmark comparisons and 
emerging productivity estimates. Additionally, the WELL Building Certification, 
which focuses on occupant well-being is also having a growing impact on occupant 
productivity by expanding the definition of IEQ beyond traditional ‘hard’ IEQ 
aspects (such as light, sound, thermal comfort, etc). 

Benchmarking business’ operational environment
There are a number of ways to measure productivity and effectiveness around a 
business’ operational environment. First, benchmarking the IEQ performance through 
a rating tool prior to refurbishment allows for identification of opportunities where 
targeted improvements can be made. Second, retrofit surveys and measurements 
can be conducted post-upgrade to gauge the impact of improvements. Finally, 
an assessment of occupant satisfaction and financial modelling can be applied to 
determine the magnitude of labour productivity increases as a result of the retrofit.



Summary 

Property is now Australia’s biggest industry, having contributed $182.5 billion to 
the national economy during the last financial year. What has not been factored 
into economic modelling is how buildings can leverage the ‘bricks and mortar’ 
contribution of their productivity output to further enhance national GDP. In order 
to do so, greater recognition should be given to the property industry as not only 
an important source of state and national physical assets, but also as a key driver 
of economic growth and international competitiveness. 
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Next steps
01. Assess the relative impacts of potential productivity improvements with respect 
to different building classifications defined by the Property Council’s publication 
A Guide to Office Building Quality. This will allow for a greater focus of retrofit 
targeting. 02. As the definition and understanding of productivity can vary greatly, 
develop a standardised benchmarking system for both hard and soft aspects of 
IEQ which recognises different building classifications. 03. Greater occupant 
consultation, educational and advocacy programs for property professionals  
and organisations on the issues of IEQ and productivity. 04. Integrate estimations  
of productivity into accounting systems in a way that can be applied universally.


