
 

46   1979 CABINET RECORDS – SELECTED DOCUMENTS 

 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] 
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Submission 3683, Proposals for consensus on wage fixation 

[A12909, 3683] 

 

 

51  1979 CABINET RECORDS – SELECTED DOCUMENTS  



 

Submission 3683 cont. 

 

52   1979 CABINET RECORDS – SELECTED DOCUMENTS 



Submission 3683 cont. 

 

53  1979 CABINET RECORDS – SELECTED DOCUMENTS  



 

Submission 3683 cont. 

 

 

54   1979 CABINET RECORDS – SELECTED DOCUMENTS 



Submission 3683 cont. 

 

55  1979 CABINET RECORDS – SELECTED DOCUMENTS  



 

Submission 3683 cont. 

 

56   1979 CABINET RECORDS – SELECTED DOCUMENTS 



Submission 3683 cont. 

 

57  1979 CABINET RECORDS – SELECTED DOCUMENTS  



 

Submission 3683 cont. 

 

58   1979 CABINET RECORDS – SELECTED DOCUMENTS 



Submission 3683 cont. 

 

59  1979 CABINET RECORDS – SELECTED DOCUMENTS  



 

Submission 3683 cont. 

 

60   1979 CABINET RECORDS – SELECTED DOCUMENTS 


