Wages policy

Wages policy was a major concern during 1979. The Government wanted to minimise wage
increases to reduce inflation and unemployment. At most it was prepared to accept wage
increases based on changes in the Consumer Price Index (CPI), but discounted for whatever
proportion of the CPI increase was due to government policy decisions, such as increases in
taxes or medical charges. The unions sought full CPI indexation and often also wage rises
beyond CPI indexation based on ‘work value’ cases.

The Conciliation and Arbitration Commission complained in June 1979 that the wage
indexation system introduced in 1975 was near collapse. In the Commission’s view the
unions wanted indexation without restraints and the Government wanted restraints without
indexation.

On 28 February Cabinet considered a report by officials on wage-fixing options; the options
ranged from tightening up the present system through a mixture of persuasion and
legislative change to a more radical approach of offering tax cuts and increased government
spending in return for greater wage restraint (Attachment A to Submission 2943). Cabinet
was inclined to work through the present system to press for more emphasis to be given to
‘capacity to pay’ arguments and to confine the Commission’s National Wage case decisions
to workers who had not already gained wage increases at industry or company level
(Decision 7693(WP), not printed here).

On 4 December Cabinet considered a submission from Industrial Relations Minister Tony
Street on the Government’s position at the next Conciliation and Arbitration Commission
National Wage case hearing. The Government had offered to support CPI indexation of
wages, provided that cost increases flowing from government decisions were excluded from
the wage rise. In return the unions and employers would have to guarantee that there would
be no wage rises outside the wage fixing guidelines. However, Street felt that the
Government would have to go further to have any hope of reaching agreement (Submission
3683). Cabinet decided that, subject to positive concessions from the other parties, it would be
prepared to consider supporting the payment of a guaranteed percentage of the CPI increase
in each wage decision (Decision 10420, not printed here).
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Attachment A to Submission 2943, Report of Interdepartmental Committee on Wage
Fixation Processes and Government Economic Objectives

[A12909, 2943]

CONFIDENTIAL

ATTACHHERT A

REPORT HTERIEPARTHENTAL v TIOH PR
AND COVERNMENT ECOROMIC OfJBOTIVES
Bunmary

The rsport prassnbs pessible optlons for sscouring consistenay af
wags outoomes with Govermnent sconssie objestives, Tha Frime

Hinimber hos eritten to mll Stata Preasiars and the Chisf

Mindiater af the Hertharm Tecritesy sesking thelr Governmamta ®

go-opparation in the sxercliss,

Thie comsltiss notad that tha last twe maticnal wsgs decisions of
fall indexatios msds no sentribntion to A raduetisn in roal wages
cokaiatent with GCovarnmant sconomic objsctives. While thers ia
congidersd to ba sonk Prospect of baving discounting argurants
pecapted in ths May 1979 Hational Wage Onss, il appears thet anleas
something significantly less than full indsxation ls gramtsd ino
that onae the mctusl wages outooms ower tha course of 197B/T9

will be pbows the ssidlmates on which fiscal and monetary poliey

is Based, Ths Oommdtbes alss motad that the Governnmemt hes publicly
wintad 1ts support for the suryent, csntralised system of wage

Fizntion unkll the raviaw of the aystsn acheduled for late 197%.

. Consbitutional hands of power whish may be available Eo promcto tho

Governmant's wages policy havs bass idontified [Paragraphs 15-17).

The cesidttes conmidered that possible opblons for Sovarnsent

to pursus its objestives fall inbe 3 broad groupings (Paragraph 18]

A - poptirus to work within treditienal fromewsrk of wagy
Fiznbdon
ﬂE”ﬂﬂI ]!E!“ 'l'

A (1) mesk to ohange sysiem of ungs flizstdon Bt within
sxinting mochinesry mnd practlces &

= maak @ graater role for "capacl®y to pay® ¥is-a-via
ipflexntl om.
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Attachment A to Submission 2943 cont.
COMNFIDENTIAL
7 ATTACEMENT A

= mank through the Comimsion determiostion of wages
at the induatry and firm lewal with no naidfonnid
wags adjuatment.

— @osk through thie Comimalon for maidonml wAge Inéramsan
Fo e applisd sslsotively te award arems net airsady in
recelpt of wvaps adjustnamt ot the iodustry oed Fire lews],

[11]) maks sppointwants b6 the Oomoission wiih m view O A
nmore Dalascsd mix of sxpertise [indestrial, Llegnil and

moanamla ) §

(111} sat & 'target’ csiling for wage Lnoreases snd BUppOEE
thila wilith other motiomg

[iv} smek eonsensma with the States with a viev to pressnting
& common front to the Comsdssion in naticosl wags cases.

® (¥] coasider weans of "cightening” prossduras/practioss of
Commigsicon bo sascars grontaer urdFerulty with wige fizing
principlas,
Comramnt

The waricus Options usder A’ oowld be persued singly or in

combinmntion. As the thrust of this group of ocpticna im to leawe

seatrol in fhe honds of the Ueemission noone of the Optinone would

munrantss & lovesr level of wvage sdjustmesmns.

B = aask Eo arist
sm_of stastut Tl
Cotions under ‘Bt
. B {i] sirengthening axisting requirement for Comsdssicn to

coneider likely soonoemic affects of ite deolsions.

(ii} deprive tha Conciliatiom amd Acbd bretion Commdasion of

procsaszan

Jurisdiction %o maks oF vary sawards wvhich ipvolve a elainm

for wagess in sxcess of Iimits Tiwed Ur Parlimment.

(1i4] pomsibles wes of tovabiom pewer tn promote a poalicy of
eontrolling wagss

[dv] f‘ﬂ“ibli was of Gtates grants powsr te lopods econditions

ipvolving wage limibs| on grants avallables to the Statoes.

(v} sontrel of wages In aras of dommonyealil smploymsnt and
Gommxivenl th lecritoriss

(wi} possible use of corpornfions, Srode aed cosmerce, banking

and inswranos powsrd tod
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Attachment A to Submission 2943 cont.

CONFIDENTIAL

3 HTTACHHENT &

- probidbit corporations et from granting wags
incrensas in excess of awards of ircdestrial
Eritunnlieg o

- give the Conciliation amd Arbdtraticn Comedasdcn
the funstisn of Fixing vages pald by corporatioms &te) or

- direstly i ond somtrel wagss paid by corporntiomns sbeo
[amd provent the Comeiliaticn amd ArDitration Commisslcn
from bremching the limits apecifisd.)

[wid]) = sxanins poasibility of Gesporary Telfarsnaes of State
[OWAETE B0 TeEfalsats HRgus

[widd} = sosk direst powsr over wages agd incoses vie relersndom,

Comummnt

. The variocos Options wunder '"BY involwe, to differing degrses; o
highar involvessntfeegulatory rols an ths part of the Gommonvealth.
Tha constdfuiieasl walidity of lagislaticon sssking to direchly Pix
or cenbrel wages Ls 1ikely to ba challenged. Trsdes wanicsn eeas o
im likaly to be sevars, Although soms "gupe® weunld remain without
totnl co—oparatien from the States, tha range of poadibla poOUeETs,
ussd in coabination, would giwve a wids arvas af wigk and salary
mprnee coverage for Commomwsnlth rsgulatery oentrel. Thers weald
ba admiplstrative difficulties in poliping statulory wage coatrols
nnd tse degres of omemundty nccepbance &f difect regulaticn asy

. dopand wn the isplementaticon of cosplomenfory controls over pricas

amd the sapresssd atiltudas of Sbate FevirEssnts.

£ = pmpesk fundsmen ol i ol fizmtdon s
wi® poniansias Wi e

Optiona wsles '¢Ff

a (4] econssmsus invelving dirsct taxr messarss in retorn for
graptar wags rasisaint

[1i) consenwus isvelvwing reduaticos im indirsct tmxes din
paturn For greatsr wags restralnt

{iti] expansion in publie secltor spending (directed principmlly
to Lneressing swplayment] in raturn for graater Wogo
risEraing,
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Attachment A to Submission 2943 cont.

CONFIDENTIAL

e ATTACIMENT &

S o e &

Depanding om the spagifics of amy proposel, the Optiome above
Foplreasnt the btype of consoaneus "pookage’ that the trmdes umicon
mevemani would consider. It i8 aoknowledged that the prospeact of
guining union agrasmant Fer & degrae of vage restraint totally Lm
line with Comcndeslth naticnal wage submissions may sppasr remcte.
Am well, such propoasis would have adverss budgetary dwpliestioms,
at laast is the short term, 0Om the other hand soch conasmenn
oould result lo reducing labour doats = ome of the key
determinants of inflation apd vnemployment = withoul any sscious
imopreass im industrisl dispotation or wags clalms oulsids the
dyntam, The pursauit of such options would invoelwe [Clos

acomomic and induatrial relatisns judgments.
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Submission 3683, Proposals for consensus on wage fixation
[A12909, 3683]

COMNFIDENTIAL EEHE

E=T AT B O L P Irl-

FOR CABINET P 1

E

PRAOFOSALS FOR COMSENSUS O WAGE FIXATION

MEnHL ] .

Sha Hom A A Strest MP, Miniater for Induestrlal
Helations,

Pyl Fisniamy .

Pho isags to be detgrmined i3 what astlon should
' the Cowvernmsnt teke 1n gesponse Lo proposale arising
in the curcent Hational Wage Case, that the .

Govarnment review its:
Eag package of propoaala on WAES fization; and

T ]

b slicy an *supporting mecheanisma", such as
. E.u L‘-Il;ii&;-l;atinn and the Prices Justificatlon
, Trribunal
s A dﬁ in order ta further assist the development of
- PR rﬁ."l consEnaua on wage EPlxation.
. R T L:"
ke
Aelsticn =
= eag prop fixation aroae
i ki r o&Aale oo wage e
- iﬁ:np:;.e ﬁﬂ.;-,- of support for an grderly cantrallged .
syatom of wWaEs fization. Thera ars also clear
gtatensnts of policy in relation o tax Endexation
Leghluikcn and PJT, .
irevezbead
HA
o rllu'li
gl
2:1“ Urgent. The Oovernment®s Dasponse rmn:‘luﬁ e mads
during the currant Mationnl Wagae Cade, i
Cemmardealth s sxpected to resuikd ita au Es10MS
on % December.
Eoroaliniion
:Wu-l.uhr:lhh The Bubmdssion is hagad on EMTFEEpnTt nrﬂapz%:ﬁl:
Policy Task Force, comprising Trea ' 5
b there Sarvice Board and the Departments oI nduetria .
Ee— Helaticns, Prine Ministor and Cabinet and Bepleymen
and Yourth AffaiTs. l
Com
this Tl vear Ro
HA
Sk —I

o b pcm rmai b LR propemip of R dwwis i Lesmreres
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Submission 3683 cont.

CONFIDENTIAL
7

Publie Presentation - Minimars Prooosals

1. fal Wiran and s
L gechpnn
ra b mrvns faedd P

] Is = drafi s
AR

giinchenid

] Whoree wiakety
e di i PeTaT
ot circulEisd®

7 Isdi b w e
oo S e
ot dared
ety T

o Wkl il
i (R T T R
il | b e et

T, WL faip el

rrader sl i

$1imkion and Arblitration Comniaaleon when
R e Thealth rmoumas its submissions, probebly
gn § Degcember-

Ho
Sea gbhove. )
P 3

The medis roports National Weage Case proceedings
extenalvely.

The media 1g glven a copy of Commonwealth submissions
ipnediately they are madae.

HA

ropossd TGSpONSe on EmETHEMSNt ko the
En.:gm-nlﬂn paclngs of Proposals on WAES fizabion
will be genarally well receivad.

. and pannibly the Caneiliation and Arbltration
giniﬂgam, Elll criticise the position on tax
indaxation rrd the PJT.

i, i e v v g oF Tha daalin ket rpeprremend
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Submission 3683 cont.

CONFIDENTIAL
3.

THE T85UE

il Phe issue to be determined is what action showuld

the Gowverament take in responss to preposals, which have Enarged
in the corrent Mational Wage Case, that the Govermment review

its: i
- . package of propesals on wage Tixetion, and
. policy on tex indexatlon snd the Prices Justification
Tribumal,
. in order to further assist the develepment of Gongéndglle on &N

orderly centralised syatem of wage flxation.

2. The Report of the Wagea Policy Task Force which
pxomined this lssue is at Attechment A.

BACECEOURD
3, The Copclilistion and Arbitratian I:nluasiuln aaid imn
June that wage indexation was threatensd by a lack of CcOnSansus
anong the parties. The current National Wage Case ie therelfore
consldering the future wage fizatlon principles amd the prospects
of re-sstablishing consensag, The CommoRweRlth has re-gsubmittad
its package of proposals on Wage fixation which was devalopad

for the Conference on Wage Flxation earlier this year.

4, The nain feature of the Commorwealth package Ls that,
in return for a firm commifment by all parties that there will
be 0 wags or other labour cost lnereases out=ide of the

wege fixstion principles, end that lndustrial action not ba
taken in suppert of such increases, the Commonwealtn would agres
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Submission 3683 cont.

CC}HFIE:EHTIAL

to mix monthly sutomatic sdjustnont of award weges and ealaries
for thes povenent in the CPI, diacounted for the effects of
Govertiient pelicy induced price rlaes. Full details of

the Commonwealth package are gt Annex A to the Task Force Report.

i furing the Commonwealth's submissions 1‘:1 the current
Caae, scme menbers of the Bench have drawn attention to aspecta
af the Commonwenlth package which thoy suggesat detract from

' its acceptablility as a basis for consensus, and have asked
the Commonwealth to consider a nunber of speclific amendments.
The Commorwealth has also been guestioned about ite polioy
on tax indexation argd the PBIT, which ars 240 a3 supportlng
mechanlsns £ wage indexation.

CON TILOW OF I88IES
B If all the partles in the current National Wage Case
are not prepared to ehange their formal position, thers 1=
1ittle prospect of 4 consensus on wage fixaticn.

7] The proposals canvassad by e Bench for anendment
af the Comnorwealth package g9 essentlially to the degree of
wage security which might b expected to flew Ifrom the package.
Tha Conmisslon has highlipghtad whot might be described as
gompating forces in the packege, nansly:

" the certainty of wage adjustment offerad by the
putomatic indexation of award wages; pnd on the
other hand,

. the uncertsinty generatod by the ppen-anded

naturg of the reguirement thab, Ior the purpboes
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Submission 3683 cont.

CDNFII?_ENTIAI.

of wage wrijustment, the CPI would be autematically
discounted for all Commomsealth Ooverneent policy

induced price Lnoreased.

The Comnlsslon's proposals sesk to achieve a balance Detwaen
those two factors and thus provide the basis for acceptance
af the Commonwealth package in full.,

AMEHOMEHT OF THE CONMOMWEALTH PACKACGH
' [ The range of proposals consldered by the Task Forca
in 1ignt of seggestions from the Commission are aumnarised

below:

option (a). Automatic discgunting for pellcy ilnduced price

increases Dok
variation 1 - The Governmant to apeacify in a list
thoss policy neasures that would be diacounted for.
rhis list would be prewided to the Cosmisslon; and/or
Yariation 2 - a celling would ba get that limlted

[ ] the degree of disoounting that would apply inm any
Hptlienal Wage Came. A guaranteed minimum increans

would therefors be provided.

Option (b). Discounting would not be sutouatic but the parties
pust sccept tha principle of discounting Ior all
policy mzasures which increass prises, Tha guantus of
the discounting factor would be determined by the
Complssion on submiasion by the parties.

Variation 1 and/or 2 above could allao apply-

CONFIDENTIAL
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Submission 3683 cont.

CONFIDENTIAL
.

Option ()., DMscounting would be nelther automatic nor
acceptad 1n primciple. Discounting a.t*,:l.mm't-e- ool
be put but the Commission would be undsr no obligation
to grant any discounting. However, 1T 1t did, tha
parties would hawe to accept such declsiona.
Varfation 2 above could apply t6 this Option; ar
Variation 3 - The Copmission could specify a
target level of indexation (eg BO0%) which would be

[ ] granted unless It wers persunded to the contrary.
There would be no guarantesd asount as the
partlies could argus for a wags rise greater or
lowar than the target Iigura.

Option {d). A named percentsge of indexation granted sutomatically
Thig would effectively mesn & set discount facfor

would apply Lh @very case.

Dption (). Cateh-up cass, At the end of sach year the
. Copmigsion would hear argument on whethsar a general
wage irrresse to compensate for previous partial
indexation adjustments should be granted.

. There was & divislon of epinion within the 'I'au-]'.. Forga
as to the most appropriate option; both sptions {a) and (b)

WaTs retarmended,

0. fn conaidering these sptlons it must be recognised
that whila the Governmesnt will be responding te the Connipsion

by way of subnigelons in the curremt Nationol Wage Cass, we
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Submission 3683 cont.

CDNFIQ?NTIAL

are still essentially in a hard bergrindng s tustion as to the
future ayvaten of wage fixatlion.

11. In developlng Lta package the Goverrment took a
positive initiative snd made significant conceaslons Ln an
attempt to schieve weaningful negotistiona. Thoss negotiations
hava not been fortheoming to any extent, particularly from

the trads unions.

® 12. I therefers consider that the options recommendad
by the Task Force are, in curfent circumstances, a little t.l:l
generous, That is not to say that they may not becona
approprlate as the waga !ﬁﬂau debate procecds. For s=xdanpla,
the concept of 8 guarantesd percentage of indexation has auch
to command it in terme of merketing the Commodwealth package;
however, the Goverrment would reguire a significent return

for such a concession.

15, What I fevour is o Inform the Commission that,

.. subject to the other parties making a poaitive change in their
positisn and to the nature of that change, the Commonwealth
would be prepared to serieusly consider suppor-bing 4 a8t
parocentage of the CPI scvement To ba granted avlomsatically

In every comd.

14, Sush an Bpproach would:
. ba a positive response to the Commizsion's questions;
have aufficient attraction to give the union cauee
to reconaldar their positlon; and

. maintain the Governments negotiating flexibility.
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Submission 3683 cont.

CONFIDENTIAL

SUPPCRTT S MECHAHISHE

15. In cenaldering whether the devemment should ceview
ite policy toward thoe Ysupporting mechaonisms" of tax indexabion
and the PIT, it iz negessary o Judge whethar thess mattara
ara cruclal to the re-establishment of comsensua _ﬂnﬂ. if aao,
whather bapefite thue schisved cutwaigh the considerable u:lnt.n

Invalved.,

16, Tha Taszk Force recognised tha 1ink botweoon wages
policy and the supporting mechanisme, Howewver, 1t draw
attention to the ranges of other poliocy conmiderationa which
must bear on tax indexation and the BFT, and was not satiafied
that action ln theas areas was cruclal for the re-cstablishnent
of consengus. Tha Task Force recommended that the Commonwaalth
should infarm the Coesmlssion that its policy on thease matisra
had not changed.

g il I agraa with this resopmandaticen, partleularly in
. view of the significant concessions which the Commonwealth
would be making in its package.

ia, Ragponding to the Commission will alss Rasdst in
handling a request I have recelved from the ACTD for a ministerial
level meeting to discuss supporting mechanisms. We know the
unicn views on thesa metters very well and thare is onothlng

to suggest they have anybhing new o add. In these clroumstances
thare is the ripk the ACTU will se=k to uwse the meetlng as another

forun to press for a national conferemce an the econoay.
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Submission 3683 cont.

CONFIDENTIAL
a,

19, I we 'rq:ﬂi_'mnd to the Commission on the guestion of
supporting mecheniszsma {Ludeke, J. has anquired as o our

reaponse to the ACTU letter) this would, in effechk, alss hDe
pur afffcial response to the ACTU and there would be no need

for a meating.

PURLIC IMEPACT OF RECOMMENDATIONS
20. The statement regarding the Commonweslth's willingness

to conslder anendment €0 ita package, subject to poaitive
conceaaiena by the other partlies, will be generally wall
recaived. The Geverpment will be seen as being both positive
and pragnatic, Haf_t;tnnu.mu- of exiating pollicy on Lax
indmmtion end the PJT will be criticised by Unlons and,
perheps the Commission, but supported bY employears.

o TLOH
21, The isaues discussed Lo this submission were considered
by the Wages Policy Task Force, conprising the Departoents of
Industrial Aelatlons, Prime Minfster snd Cabinet and Employment
and Youth Affaire, the Treasury and the Publlie Service Beard.

22 . The option of a set percentage of the OFT movensnt
gpplisd avtomnetically every aix months was considered by the
Task Force, in the context of a guaranteed Lhncreass of Bind

indoxation. Ths Task Force considered the unicns would not
apres to guch a proposal because it offered them little more

than was svailable under the currsot system. With the approach
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Submission 3683 cont.

CONFIDENTIAL

10.

I propese, ne speacific figpute would be myntloned. I beliewa
thim puts more pressure on the unlons to respond and, at

the sams time, does mot lock us In te a st position,

HS
2%, I recommend that Cabinet agree that: -
(a] In its subnission in the current Hational Wage
Case the Commonwealth indicate that:
(il gubjact o the sther partiss naking a
. positive change to thelr position and
toe the oeture of that change, tha Commonwealll
. would e prepared to serdously conslder
supporting a set percentage of the OFI
movenent to be granted automatically
in avery cass,

LiL) the BIT cantinusa to be an affective
ferce in esnsouraging price restraint
and in these cireumstances thare 18 mno

[ ] intention to amend the lagislation.

[1i1i)  the policy regarding tax indexation
adoptad in the 1979 60 Budget remains
wnshamged .

A A STREET
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