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	Key messages

	· Australia’s surge in productivity growth in the 1990s fuelled an acceleration in growth in total income and average income (income per person in Australia).

· Annual average income growth accelerated from 1.4 per cent in the 1970s and 1980s to 2.5 per cent in the 1990s.

· Faster productivity growth accounted for over 90 per cent of the acceleration. 

· The income growth of the 1990s was distributed evenly between labour (wages and salaries) and capital (profits). The labour and capital shares in economywide income were stable throughout the 1990s. Concerns that productivity-enhancing factors have adversely affected the income-earning potential of labour appear to be unfounded at the aggregate level.

· Strong productivity growth enabled strong growth in both real wages and profits. The growth in real wages was accompanied by employment growth and falls in unemployment. Thus, those already in employment and those looking for work have both benefited. 

· A change in the distribution of income toward capital in some industries — Electricity, gas and water and Communication services — was counteracted by a change in the distribution toward labour in other industries. 

· Productivity gains at the industry level have predominantly been passed on in the form of lower prices. This is particularly true of the 1990s, suggesting that stronger competitive pressures have been at work.
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