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GENERAL ORDER AMENDING A WARDS, INDUSTRIAL 
AGREEMENTS, AND APPRENTICESHIP ORDERS. 

In the Court of Arbitration of New Zealand, Northern, 
Taranaki, Wellington, Marlborough, Nelson, Westland, 
Canterbury, and Otago and Southland Industrial Districts.
In the matter of the Industrial Conciliation and Arbitration 
Act, 1925, and its amendments, the Apprentices Act, 1923, 
and its amendments, and the Rates of Wages Emergency 
Regulations 1940; and in the matter of the awards, 
industrial agreements, and apprenticeship orders for the 
time being in force in the Dominion of New Zealand. 

Friday, the 9th day of August, 1940. 

I N pursuance and exercise of the powers conferred on it by the 
Rates of Wag ; Emergency Regulations 1940 and of every other 
power in that behalf thereto enabling it, this Court, having had 
regard to and taken into consideration the several matters and 
things as required by the said regulations, doth hereby order 
as follows :-

1. That the several awards and industrial agreements 
(including agreements filed with a Clerk of Awards pursuant 
to section 8 of the Labour Disputes Investigation Act, 1913) 
now in force in the Dominion of New Zealand shall be amended 
in manner following, that is to say:-

All rates of remuneration, including time and piece 
wages and overtime and other special payments, 
provided for in the said awards and industrial 
agreements now in force shall be increased by an 
amount equal to 5 per cent. thereof. 

2. That the several apprenticeship orders made by the Court 
under section 5 of the Apprentices Act, 1923, now in force in 
the Dominion of New Zealand shall be amended m manner 
following, that is to say:-

All rates of remuneration fixed by the Court by 
apprenticeship orders shall be increased by an amount 
equal to 5 per cent. thereof. 

3. That this order shall operate and take effect on and from 
the 12th day of August, ,1940. 

[L.s.] A. TYNDALL, Judge. 
1940-37- Awards. 
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MEMORANDUM. 

Under the Rates of Wages Emergency Regulations 1940 the 
Court of Arbitration is empowered from time to time, on the 
application of any industrial union or association of employers 
or workers, to amend by general order the provisions of all 
awards and industrial agreements for the time being in force 
in so far as such provisions determine the rates of remuneration 
of workers to the intent that such rates shall be increased or 
reduced as the Court thinks just and equitable. The Court 
also may from time to time exercise similar powers in respect 
of rates of remuneration fixed by it by apprenticeship orders. 

It will be noted that the Court's powers are limited to the 
variation of rates of remuneration and do not extend to any 
other conditions of employment such as hours of work. 

The term " rates of remuneration " is defined in the regu
lations as including time and piece wages and overtime and any 
other special payments. 

Clause 4 of the regulations prescribes that the Court shall 
not amend the provisions of awards and industrial agreements 
so that such amendment shall take effect less than six months 
after the date upon which any previous alteration of rates of 
remuneration under the regulations took effect. 

In making an initial general order, the Court is required to 
take into account:-

( ci) The economic and financial conditions affecting trade 
and industry in New Zealand. 

( b) The cost of living. 
( c) All other considerations which the Court deems 

relevant. 

On the 20th May, 1940, an application for a general order 
under the regulations was made to the Clerk of A wards, 
Wellington, by the New Zealand :B7 ederated Painters and 
Decorators' Industrial Association of Workers, on the grounds 
of the increase in the cost of living. 

Before making any general order the Court is required 
under the regulations to afford such opportunity as it thinks 
proper to representatives appointed by the parties bound by 
awards and industrial agreements to be heard by the Court 
with respect to the amount by which any rates of remuneration 
should be increased or decreased. 

After several adjournments at the request of the applicant 
association, the hearing of the case was commenced on the 12t4 
July, 1940, and was completed on 22nd July, 1940. 
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The substance of the workers' claims was that all rates of 
remuneration should be increased by a percentage not less 
than the percentage of the increase in cost of living since 7th 
September, 1937, the date on which the most recent wage 
pronouncement of the Court of Arbitration was made. This 
percentage was first of all stated by the advocate for the 
workers to be 9·6, but the figure was increased before the end 
of the hearing to 10·6 because of the issue in the meantime of 
later official statistics. The all-groups index numbers for retail 
prices prepared by the Government Statistician were adopted 
by the workers' advocate as the basis for calculating the 
increase in the cost of living. 

On the other hand, the employers opposed the application 
on the grounds that no increase in rates of remuneration could 
be justified by taking into account either the cost of living or 
the economic and financial conditions affecting trade and 
industry in New Zealand. 

The representative of the workers (Mr. J. Robinson) called 
no evidence in support of his case, but relied almost entirely 
on the official statistics prepared by Government Departments. 
The advocate for the employers (Mr. D. I. Macdonald) called 
several witnesses, all of whom gave important and helpful 
evidence. 

Mr. Robinson, at the close of his reply, summed up the 
workers' case in the. following words:-

( l) The cost of living which the workers have to meet to-day is 
10·6 per cent. above the level in 1937 when the standard wage pro
nouncement was made. 

(2) To-d•ay our trade balance is highly satisfactory. 

( 3) The prospects of a substantial expansion of our trade balance 
are good. 

( 4) Farmers are paying more for land and stock. 

( 5) Increased taxation and increased cost of living bear most 
heavily upon the wage workers. 

(6) The witnesses for the employers have not made sufficient a llowance 
for current trends, in that they have made no allowance for expansion 
of production within New Zealand, which will mean that by imports 
remaining stationary and expansion of exports the trade balance will 
be under a system of closed economy becoming greater. 

(7) When there is a great demand for goods, caused by war, it has 
never been possible to stabilize prices. Prices will and must increase, 
and during the coming six months the cost of living will increase 
further, irrespective of whether or not this Court increases wages. But 
if this Court were to decline to increase wages, the morale of the people 
would be seriously affected, because they would see that the employers 
in the community were able to retain, and even raise, their standard 
of living, while A he great masses of the wage workers would be relent
lessly forced on ,to a sadly reduced standard. 
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During the hearing several references were made to recent 
increases in taxation imposed specially for war purposes, and 
to the extent to which this taxation will burden the workers. 
It must be pointed out that the Legislature imposed the special 
taxation subsequent to the promulgation of the Rates of Wages 
Emergency Regulations and, indeed, subsequent to the filing 
of the application now under consideration. Parliament in its 
wisdom has already determined the manner in which the 
financial war burden is to be distributed over the various 
classes of the community, and if the Court of Arbitration in 
dealing with the application for a general order were to take 
into account the impact of the special taxation on the workers, 
then it would in effect be reviewing the decision of the 
Legislature. I do not propose, therefore, to take into account 
the national-security tax and the other special taxation 
primarily imposed and specifically earmarked for war purposes. 
For similar reasons no assertion will be made that any par
ticular portion of the increased cost of living should be carried 
by the workers as a share of their war sacrifice. 

In the regulations the Court is first of all directed to take 
into account the economic and financial conditions affecting 
trade and industry in New Zealand, and, in the second instance, 
the cost of living. The application and argument of the 
workers, however, are based principally on the cost of living. 
Consequently, this aspect of the problem will be reviewed in the 
first place. 

The workers have selected 7th September, 1937, as the basic 
date from which to assess the increase in the cost of living, 
which increase, it is submitted by their advocate, should be 
the minimum measure of any amendment to the rates of 
remuneration made by the Court. 

It is contended that the extent of the increase in the cost 
of living is reflected approximately in the periodical all-groups 
retail-price indices prepared by the Government Statistician. 

The 7th September, 1937, was the date upon which the then 
Judge of the Court of Arbitration made the most recent 
pronouncement of the Court. It is necessary, however, to 
distinguish the nature of this pronouncement and the nature 
of a general order under the Rates of Wages Emergency Regu
lations. The pronouncement was purely a voluntary statement 
by the Court designed to give an indication of its future 
policy in subsequent years in dealing with industrial disputes 
and to assist the employers and workers in reaching agreement 
in conciliation proceedings. No actual wage rate in any 
award or industrial agreement was increased on ,7th September, 
1937, as a direct result of the pronouncement, and a very large 
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proportion of the workers did not and were not intended to 
receive the benefit of the policy announced on that date by 
the Court until sometime in 1938, and in some cases not till 
1939. On the othe1· hand, a general order under clause 3 of 
the recent regulations will have the effect of amending from a 
specified date the rates of remuneration for all workers covered 
by awards and industrial agreements except for any particular 
section or class which the Court may choose to exclude for 
adequate reasons pursuant to the powers vested in it by 
clause 9 of the regulations. In the case of the 1937 pronounce
ment it is quite obvious that the presiding Judge was fully 
aware of the fact that the bulk of the workers would not receive 
the benefit of the new policy for some considerable time, a$ in 
his memorandum he endeavoured to prophesy for an appreciable 
period ahead the future movements in trade and industry. 
Some of his anticipations, as has been quite properly pointed 
out by the employers' advocate and his witnesses, did not fully 
materialize. During the transition period when the influence 
of the change of policy set forth in the pronouncement was 
progressively becoming apparent in all new awards and indus
trial agreements the retail-price index was coincidently rising. 
Another point that should be mentioned is that the 1937 
pronouncement dealt only with hourly rates for casual workers 
whose employment is seriously affected by weather conditions 
and who lose time in changing from job to job. Weekly rates 
of wages and the wages of workers in regular employment were 
not touched upon in any way in that pronouncement. It is 
true, however, that in making subsequent awards for such 
workers the Court gave a lead on occasions to indicate the 
policy it was likely to pursue, but that policy has never been 
stated in any definite terms of general application and, further, 
has not been followed with any degree of consistency compara
tive with the policy which has prevailed in connection with the 
fL""\:ing of hourly rates for casual workers. 

In view of these facts I cannot accept the contention that 
the Court for the purposes of the present inquiry must 
necessarily gauge its consideration of the question of the cost 
of living by the rise in the retail-price index since 7th 
September, 1937. I would further point out that the Court is 
not directed in the regulations to limit its investigation to the 
period since the war commenced or any other period. It is 
my view, therefore, that the Court should rather take into 
account the relationship ·between the retail-price index and the 
nominal weekly wages received by the workers from year to 
year. This relationship is established by the effective wage 
indices prepared by the Government Statistician, full infor
mation concerning which was submitted in graphic form at 
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the hearing by both parties in support of their cases. An 
examination of the position discloses that if a 10-per-cent. 
increase in rates of remuneration were now made, the effective 
weekly wage index would reach a level appreciably higher 
than that ever before enjoyed by the workers of the country, 
not taking into account, however, as previously indicated, the 
national-security tax and other special war taxation just 
imposed. If an increase of 5 per cent. were granted and no 
increase in the retail-price index occurred during the next six 
months, the effective wage index during that period would be 
identical in value with the highest figure on record-namely, 
that for the calendar year 1938. It would, of course, be 
unreasonable to suggest that no increase in the cost of living 
will take place during the next six months, although it is a 
fact that the retail-price index for June shows a slight reduc
tion in comparison with the May figure. If it is assumed, 
however, that the retail-price index will progressively increase 
in a manner comparable with the increase during the past 
six months, then a 5-per-cent. increase in nominal rates of 
remuneration will result in an effective wage index almost 
identical in value with the average level enjoyed by the 
workers over the past three to four years. It appears to me, 
therefore, that a 5-per-cent. increase is the maximum which 
can be reasonably justified from a study of the cost of living 
position alone. 

The other chief matters which the Court is required to take 
into account in this inquiry and which are given precedence 
of place over the cost of living in the regulations are the 
economic and financial conditions affecting trade and industry. 
As it was on this phase of the question that the case of the 
employers was principally founded, I now propose to traverse 
the submissions which were made bv Mr. Macdonald and which 
were supported by strong evidence.~ 

At the close of his case and after his witnesses had been 
heard, Mr. Macdonald summarized his contentions in the 
following words :-

1. The union's request is based on cost of living only, but the Court 
must take into account also the economic and financial conditions affecting 
tr,ade and industry in New Zealand and all other considerations which 
the Court deems relevant. 

2. To increase wages in accordance with cost of living is no longer 
accepted as a satisfactory method of wage adjustment. It will-

( a) Produce a vicious spiral of rising wages and prices, leading to 
increased inflation, which the Government, through much of 
its legislation, obviously wishes to avoid: 

( b) Disturb the policy of war finance which the Government is 
endeavouring to adopt, and spread the burcl en of the war 
unevenly throughout the community : 



1159 

( c) Force all other sections of the community, especially the 
primary producers, to accept lower incomes to maintain the 
same standard of living for that privileged section of the 
community which is sheltered by awards: 

( d) Breed discontent amongst those persons on fixed incomes or 
incomes which depend entirely or largely on export of 
primary produce. 

3. Conditions in New Zealand to-day are materially different from 
what they were in 1918-22, and through social legislation and reduced 
hours of work the standard of living of the worker under awards has 
been considerably improved irr recent years. 

4. Price control operates very effectively to maintain stability in the 
price field, and this will be thrown into disequilibrium if stability is not 
also maintained in the wages field. 

5. Prices can be increased by the Price Tribunal, and arry general 
increase in wages will immediately result in a demand to the Tribunal 
for price increases to compensate the trader for this increase in costs. 

6. Prices for those exportable commodities which form a large share 
of New Zealand's contribution to assist the Empire's effort cannot be 
increased to meet higher internal costs except with the approval of the 
Home-land. . ~ 

7. The maintenance of primary production is largely dependent on 
costs in which wages loom as a major factor . 

8. The workers to-day under the awards enjoy an improved position 
when compared with their position in 1914 or 1930. This is borne out 
by comparison of the published statistics of wages and prices. 

9. There has been no appreciable increase in the cost-of-living figures 
since the commencement of the war sufficient to justify any general 
increase in wages. Actually recent increases in award rates which have 
not yet been reflected in the wages index will probably fully offset any 
slight recent rise in the cost-of-living index. 

10. We are engaged in a war which must be paid for. To pay for 
it will mean that every member of the community must temporarily accept 
a reduced standard of living. Is it not fair to suggest that the 
workers' principal contribution will be through acceptance of a higher 
cost of living at their present wage rates~ 

The views of the employers in regard to the economic and 
financial conditions affecting trade and industry and their 
relations with changes in the cost and standards of living were 
brought out in voluminous evidence tendered by three wit
nesses. 

The principal witness in connection with this phase of the 
inquiry stressed very strongly our dependence upon export 
receipts for our prosperity and general standards of living. 
In the following extract from his evidence this point is dealt 
with in some detail :-

Variations in New Zealand's production have been recorded and 
analysed for the period since 1900. In every case these v•ariations in 
production and in the income derived from production, whether in the 
direction of increase or decrease, have been due in the first place to 
changes in the amount of income received from abroad from exports 
or from New Zealand loans raised overseas. Increases may be due 
to higher prices for exports or to increased export production. Decreases 
are due in almost every case to reduced prices for exports. When export 
prices fall, as they did in 1907- 08, in 1920-21, in 1925-26, and in 
1929-32, receipts from exports are reduced, exporters have less to spend, 
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and their expendjture, constituting as it does a large proportion of the 
expenditure in the local market, is necessarily reduced in turn. The 
demand for sheltered products sold only in the local market is thus 
contracted, and, unless prices in that market are reduced correspondingly, 
which does not happen, the production of sheltered products by the local 
market is contracted also. This means that fewer persons are employed, 
less material's are bought to be used in sheltered production for the 
local market, and the incomes and therefore the spending-power of those 
engaged in sheltered production are reduced in turn. This reduction 
further contracts the local market and spending-power, and sheltered 
production for that market is still further curtailed, with further 
unemployment and still less demand for materials. This process of 
contraction tends to go on until either the total value of production and 
the total income is reduced in rough correspondence with the reduction 
in export income, or another change increases the value of exports. When 
export values rise and export receipts increase, exporters have more to 
spend, demand for sheltered products on the local market increases, 
production for that market responds, more people are employed, more 
materials are bought, and so the expansive process spreads throughout 
the system until again sheltered production for the local market is 
balanced with export receipts, total income, and spending-power. 

Generally, therefore, it follows that as export receipts expand, internal 
expenditure increases, and sheltered production for the local market and 
imports both expand in turn. Usually, however, sheltered production 
for the local market expands about a year later than export receipts, 
since the increased income from exports must circulate throughout the 
country and create increased demand before the means to satisfy that 
demand are provided. When export receipts decrease, both sheltered 
production for the local market and imports decrease, with the same 
time lag of about a year. Abundant evidence of these relations is shown 
in the movement of past records of trade, production, employment, and 
banking, and, taken together, such figures demonstrate convincingly that 
changes between prosperity and depression in New Zealand are caused 
mainly by changes in the amount of income received from e:,q)Orts sold 
abroad. The figures given below show these relations during the 
period 1929-39 : -

(MILLIONS OF POUNDS.) 
-

Equals Equals 

Years to Value of Less Production Pl·us Value made 
Production. Exports. for Imports. available for 

Home Use. Consumption. 

30th June, £ £ £ £ £ 
1928-29 .. 126·6 56·2 70·4 46·4 116·8 
1929-30 .. 120·9 47·6 73·3 49 ·1 122·4 
1930-31 .. 97·6 36·9 60·7 35·0 95 .7 
1931-32 .. 83 ·6 35·5 48·1 24·7 72·8 
1932-33 .. 83 ·8 38·4 45·4 25·4 70·8 
1933-34 .. 98·8 49·6 49·2 27·7 76·9 
1934-35 .. 97 ·0 45 ·1 51·9 35 ·1 87 ·0 
1935-36 .. 114·2 53·9 60·3 39·7 100·0 
1936-37 .. 136· l 64·6 71· 5 50·2 121·7 
1937-38 .. 135·6 61·9 73·7 57·8 131·5 
1938-39 .. 135·3 57·9 77·4 56·5 133·9 

March, 
1939-40 .. 137 ·0* 59·6 77·4* 45·6 123·0* 

* Estimates only, basrd on asmmption that product.ion for home use is unchanged. 
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I have taken the liberty of slightly adjusting the figures in 
the last two lines of the above table to bring them into accord 
with an alteration made by the Government Statistician in his 
assessment of the value of production during the production 
year 1938-39 (see the Monthly Abstract of Statistics for 
June, 1940). 

The striking feature of the t able is the heavy drop in the 
estimated value available for our local consumption for the 
year ending 31st March, 1940, as compared with the official 
figures for the two previous years ending 30th June. This is 
primarily due to the very substantial decrease of approximately· 
£11,000,000 in the value of imports. It is debatable whether 
one assumption made by the witness will be realized-namely, 
that the value of production for home use will be no more in 
1939-40 than the figure for 1938-39- but, as he commented 
in his evidence, it appears very improbable that any expansion 
that may have occurred will be sufficient to offset the decline 
in value of about £11,000,000 in imports. Consequently, the 
total value available for local consumption in 1939---40, which 
value reflects our standard of living, will, when the actual 
figures come to hand, probably show a substantial reduction 
below the amount for 1938-39. 

Since the case has been heard, however, the actual figures 
of exports and imports for the year ending 30th June, 1940, 
have been published. If we adopt the assumption of the 
employers' witness that production for home use has been of 
the same value as for the previous year, the position for the 
production year 1939-40 will show as follows:-

y ear to 30th June, 1939---40 : Value of production, 
£143,200,000*; Zess exports, £65,800,000; equals production 
for home use, £77,400,000*; plus imports, £46,000,000; equals 
value made available for consumption, £123,400,000*. 

It will be seen that the position in regard to exports is 
very healthy, the value being the highest for any production 
year on record, and that the apparent trade balance is 
£19,800,000, also a record figure. 

In view of certain statements made to the Court at the 
hearing of the case in connection with the position of our 
sterling reserves overseas, I want to make it perfectly clear 
that the above figure for exports is not affected in any way 
by the change in the system of payment for exports which 
followed the outbreak of war. It appears certain, however, 

* Estimates only, based on assumption that production for home use 
is unchanged. 
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that these figures do not indicate the true trade balance for the 
reason that the value of imports shown is probably £2,000,000 
or £3,000,000 below the actual payments incurred by importers. 
This is due to the fact that the statistical value of imports 
is based on the usual system of valuation adopted in the 
past-i.e., current domestic value in the country of shipment, 
plus 10 per cent. allowance for freight, insurance, &c. The 
allowance of 10 per cent. is designed for normal trading 
conditions, but it is common knowledge that freights and 
insurance charges have rocketed since the outbreak of war. 
The result is that the landed cost to the Dominion of the 
goods imported during the past year must be appreciably 
higher than the statistical figure for imports. Nevertheless, 
even after due allowance has been made for this factor, these 
latest statistics show the trading position to be very satisfactory. 

The substantial increase in exports, according to the 
evidence submitted on behalf of the employers and previously 
quoted, can be expected to be followed by a substantial 
expansion in the following year of sheltered production for 
the local market. In normal times it would also be followed 
by an increase in imports. The combination of an expansion 
of sheltered production for the local market and an increase 
in imports would, of course, increase the value available for 
home consumption, which value influences our standard of 
living. 

Another point which must affect our economy is that, 
following a considerable rise in the cost of living, wages in 
Great Britain have been substantially increased during the 
past nine months. This development must tend to inflate 
the value of our imports from Great Britain. On the other 
hand, while Great Britain is doing her utmost to maintain 
her export trade, it is . likely that, due to the industrial war 
effort, many orders for goods will not be fulfilled. 

What, then, is the immediate outlook? We must first 
of all realize that such colossal forces are at work throughout 
the world conspiring to derange all existing trading relations 
that it is . impossible to make a prediction with any degree 
of certainty for even two weeks ahead. Our economy is merely 
a pawn in the game. 

Nevertheless, looking· at conditions as they stand to-day, 
we find that first of all there are indications that. the value of 
our production for 1939-40 must have been high. The value 
of our exports reached a record figure. In view of the earnest 
appeals which have been made repeatedly to the people of the 
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Dominion by our political and industrial leaders, any expres
sion of opinion to the effect that those appeals have fallen on 
deaf ears and that production for the current production year 
will not be maintained or increased would border on the 
subversive. 

The immediate outlook for our exportable products is 
generally satisfactory in so far as any conditions can be 
prophesied as likely to be satisfactory under the most extra
ordinary conditions which now prevail. It, of course, must not 
be forgotten that our present economy depends on the main
tenance of existing overseas shipping-facilities. Another dis
turbing matter upon which the witnesses for the employers laid 
particular stress is the menace of margarine in the British 
market. This may be a serious problem for the future, but no 
convincing evidence was given that it was likely to affect our 
position to any grave extent during the next six or twelve 
months. 

With regard to factory production in New Zealand, all the 
indications point to an increased output during the current 
year, provided adequate supplies of raw materials are available. 

On the other hand, the war must be paid for, and a reduc
tion in standard of living for the people of the Dominion as a 
whole is inevitable. The extent of that reduction so long as 
Britain is able to purchase our produce at present prices and 
our shipping-facilities are maintained is principally influenced 
by our production. 

I feel that it is not out of place for me to stress to the 
utmost the necessity for increasing our productive effort. The 
withdrawal of man-power from industry for military service 
necessitates greater individual effort to maintain production; 
to increase production involves a still greater effort. 

Taking into consideration all the factors mentioned in the 
regulations, and with my reference in the preceding paragraph 
in mind, I am led to the conclusion that the cost of living and 
the economic and financial conditions affecting trade and 
industry in the Dominion are at the moment such as to justify 
an increase of 5 per cent. in rates of remuneration. 

The principal witness for the employers submitted with 
some weight that adjustment of wages to rising prices in 
wartime increases the internal costs both of production and 
of government, hampers production, increases the difficulties of 
war finance, raises the cost of living, leads to applications for 
further wag·e adjustments, and starts moving the vicious spiral 
of costs and prices which is the commonest form of inflation. 
It is necessary to draw attention to the fact that, in spite of 
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these views, the average rates of wages in Great Britain as 
shown by the wage indices have been substantially increased 
since the outbreak of war in an endeavour to keep within 
measurable distance of the increase in cost of living. Further, 
within the last two weeks the press has reported similar action 
in Australia, although in that country the increases are in both 
cases more moderate than in Great Britain. 

The order no,v made represents the decision of a major ity 
0£ the Court. Mr. Monteith, while not dissenting, wishes to 
record the following opinion. Mr. Prime dissents from the 
decision of the majority of the Court, and his views are 
appended. 

A. TYNDALL, Judge. 

OPINION OF MR. MONTEITH. 

I wish to record the following: Since 7th September, 1937, 
on which date the Court announced its standard wage rates, 
the cost-of-living (all-groups) figure gives an increase of 10·6 
per cent. to 31st May, 1940. It is correct to state that these 
standard rates did not become fully operative for, in my 
opinion, about eighteen months. It is also true that workers 
will have to face increases in the cost of living for another 
six months before any further relief can be given by way of 
general order. 

I have carefully considered all these differences, and, taking 
into consideration the fact that our t rade balance is very 
healthy, I am of opinion that an increase of 7 ½ per cent. should 
be awarded. However, so that the workers can get some 
immediate relief, I am recording my opinion, but am not 
recording a dissent from the order now made. 

DISSEN TIKG OPINION OF lVlR. PRIME. 

In my opinion no good reason has been shown for the 
decision to increase rates of remuneration by 5 per cent. The 
main contention apparently is that the economic and financial 
condition of the Dominion is such as to warrant an increase in 
wage rates large enough not only to compensate for the rise 
in prices to date, but tci provide a margin for a further increase 
in prices in future. I see nothing in the regulations to justify 
taking into account any anticipation that prices will rise further 
during the next six months. They may do so; they almost 
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certainly will as a result of this increase in wages ; but I deny 
that that is a reason for increasjng wages by an amount greater 
than the increase in the cost of living since the war commenced 
up to the present time. Nor do I see anything in the regu
lations to suggest that any other date than 3rd September, 1939, 
should be taken as the date from which calculations should be 
made as to any increase or decrease in the cost of living. The 
regulations are expressly war regulations, passed for the special 
purpose of dealing with something arising from the war. In 
considering questions relating to the cost of living, therefore, 
I shall base anything I have to say on the figures for the period 
since September last. 

Under present conditions, in which prices for the bulk of 
our exports are already fixed, it appears to be nothing short 
of unjustified optimism to assume that there can be an increase 
in the returns from our exports sufficient to enable the 
Dominion to pay for its share in the war effort and at the same 
time maintain the extraordinarily high standard of living which 
has been enjoyed during the past few years. Presumably it is 
intended that the Dominion's war effort should be paid for; 
if so, it is madness to hope to avoid a fall in the standard of 
living of the people of the Dominion as a whole; and if 
workers under awards are to be protected from the effects of 
rising prices and so have their living standards maintained 
except to the extent to which they may be affected by special 
direct war taxes, this can be done in the short-run only at the 
expense and to the disadvantage of that section of the com
munity which is not protected by awards; in the long-run 
even the award workers will suffer. It may not be out of 
place here to quote from Mr. J. M. Keynes' recent publication 
"How to pay for the War. " Mr. Keynes is probably England's 
best-known economist, and lest it be thought that he is a "hide
bound Tory " and an opponent of the working classes, let me 
say that in his book he is speaking of-
a plan conceived in a spirit of social justice, a plan which uses a time 
of general sacrifice, not as an excuse for postponing desirable reforms, 
but as an opportunity for moving further than we have moved hitherto 
towards reducing inequalities; 

while elsewhere he speaks of-
an advance towards economic equality greater than any which we have 
made in recent times. 

This is what he has to say on the question of wage increases 
to meet increases in the cost of living :-

A demand on the part of the trade-unions for an increase in money 
rates of wages to compensate for every increase in the cost of living is 
futile, and greatly to the disadvantage of the working class. Like the 
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dog in the fable, they lose the substance in gaping at the shadow. It 
is true that the better organized sections might benefit at the expense 
of other consumers. But except as an effort at group selfishness, as a 
mean'S of hustling some one else out of the queue, it is a mug's game 
to play. 

It may be retorted, and His Honour has pointed out, 
that wages increases have been granted in England. In 
reply, again I point out three things: first, that some trade
union leaders have obviously not taken Mr. Keynes' advice; 
second, that only certain sections of workers, so far as I 
can ascertain, have secured increases, these being in the 
railways, metal trades, building, and mining groups; third, 
that the cost of living in England since the outbreak of the 
war appears to have risen far more steeply than in New 
Zealand-the English figure for June shows an increase for 
the one month alone equal to the whole of the increase 
which has taken place in New Zealand in nine months. 

Dealing first with the question of the " effective " wage, 
it should be pointed out that this can be said to reflect the 
standard of living only in so far as it relates to the cost 
of commodities, and takes no account whatever of any increase 
in the value of social services which are made available to the 
community. That a great increase has taken place in these 
in New Zealand in recent years will not be denied. Thus 
it is clear that the general standard of living of workers 
under awards is really higher in comparison with, say, 
1926-30 than appears from an examination of figures alone. 
It may also fairly be said that the increases in social services 
are in the main more for the benefit of those with lower 
wages than for those with higher incomes; consequently, those 
whose need is greatest receive the greatest advantage therefrom, 
though probably the burden of providing the cost of these 
services falls heaviest on those who can hope to obtain little 
or no benefit from them. 

There is another factor : that is the improvements which 
have taken place during the last few years in award conditions 
apart from wag·e rates; chief among these, of course, is the 
reduction of hours brought about by the legislation of 1936, 
which amounted to anything from 8 per cent. to 28 per cent. 
There are also increased allowances of various kinds. These 
things are not reflected in index figures for wage rates, and 
consequently do not show in the effective wage figures, though 
the standard of living has undoubtedly been materially 
improved by them. 
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Another point may be made with regard to the question 
of rising retail prices: that is that, although retail prices 
may rise or fall from time to time, the actual cost of 
living is not necessarily affected to the exact extent suggested 
by the change in the figures. In 1917, Mr. Justice Stringer, 
who was then Judge of this Court, stated the matter very 
concisely as follows :-

\Vhenever abnormal conditions arise-for example, through drought, 
war, or other extraordinary circumstances-which involve corresponding 
changes in the ordinary usages of a community, the assumption that 
price indexes and cost of living move together proportionately is 
necessarily more or less invalidated. Obviously they cannot do so, because 
all sensible people change their regimen so as to adapt it to new 
conditions arising. 

Here I feel that a comment is justified; it is that the 
people of this Dominion might be prepared so to change 
their regimen as to take care of the small rise in retail prices 
which has occurred since the war began. Those who are not 
protected by awards will be compelled to do so; it may be 
that the others would be prepared to do so; perhaps the 
union leaders in applying for increased wages have misunder
stood their duty, being misled by the noisy representations 
of a vociferous minority. It is obvious, too, that members of 
the Government-that beneficent Government which with much 
justification claims to have bettered the lot of the working-man 
in this Dominion at a rate never before achieved-have 
expected such a reaction. Their recent utterances not only 
suggest this, but make the definite claim that even after 
allowing for recent rises in prices the lot of the worker 
is better than in the boom year of 1929. The Hon. D. G. 
Sullivan discussed this point in a speech in the House early 
in August last. H e quoted a lot of relevant statistics, and 
concluded by saying that-
the effective wage rate of the workers to-day is 10-5 per cent. better 
than it was in 1929, which is really a boom year. So it will be seen 
that the cost of living is not higher to-day than it was, and this sta,.nds 
as correct-that the effective wage rate of the workers of New Zealand, 
taking the increased cost of living into consideration, has been better 
during the past two years than it has ever been in the history of the 
whole of this Dominion. 

Even if the cost of living has increased by 3·1 per cent. since 
then, there could surely be no undue hardship in suffering 
so small a reduction in the effective wage from the record 
level at which it stood for the two years the Hon. the Minister 
referred to. 
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That I am right in suggesting that those who made the 
application for an increase in wages have misunderstood 
their duty is amply supported by a recent utterance of 
the Right Hon. the Prime Minister, who was reported as 
late as 20th June last as saying that-
he knew that among the wage-earners there would be a realization that 
this was not the time for asking for increased wage rates and for 
standing pat on hours. 

As some stress was placed at the hearing on the effect 
of the sales tax on the cost of commodities, I make a short 
reference to this. It was stated in Parliament by the Hon. 
W. Nash that the man who gets £4 10s. a week pays less 
sales tax than any one else; he does .not pay sales tax on 
rent, heating, lighting, or on ordinary items of food. Again, 
The Standa.rd, the official Labour newspaper, on 18th July 
last published an interview with the manager of a co-operative 
grocery and butchery business in which it was stated that 
analysis of a week's sales of groceries revealed that 
70 per cent. of the value was unaffected by sales tax 
the increased sales tax would add 3fd. to the cost of an 
average £1 order of groceries. 

I draw attention now to that portion of His Honour's 
judgment in which he points out that a 5-per-cent. increase 
in wages brings the effective wage rate to a value equal 
to the highest on record, while if retail prices continue to 
rise at the same rate as in the past six months the effective 
wage, with the 5-per-cent. increase, will still be equal in 
value to that of the average of the past three to four years. 
He then adds that on a cost of iiving basis afone an increase 
of 5 per cent. is the maximum which could be justified. 

From the foregoing and what follows in His Honour's 
judgment it is clear that he has assumed several things. The 
first is that retail prices will continue to rise. Of this we 
can have no certain knowledge, though we do know that 
since August last year the rise has been only 3·1 per cent., 
while in the period November to January last there was a 
decrease shown in the figures. If during the same months of 
the coming summer there is a similar seasonal recession, the 
first of His Honour's assumptions may easily be falsified. 

His Honour appears to me to have overlooked an important 
factor in the matter of the retail-price index and its relation 
to the effective wage. It is that wage rates also have continued 
to rise, admittedly more slowly than retail prices during the 
last six or nine months, but nevertheless sufficiently to prevent 
the effective wage rate index from dropping in the same ratio 
as the rate of climb in the retail-price figure. I understand 
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that the latest available figure for wage rates is 1110, an 
increase over the previous figure, 1102, of approximately 0·7 per 
cent. The reduction in the effective wage index is therefore 
only about 2½ per cent. We had it from Professor Tocker 
in evidence that in considering any question on a statistical 
basis a variation of 1 per cent. or 2 per cent. is insufficient to 
act upon with safety. Admittedly 2-½ per cent. is more than 
1 per cent. or 2 per cent., but in my view it is too small to 
warrant action in this case. In any event, it is difficult to 
see why a drop of 2½ per cent. in effective wage rates should 
be met by a general wage increase of 5 per cent. His 
Honour apparently relies on the economic and :financial 
conditions affecting trade and industry in New Zealand and 
in particular on the fact that the Dominion's exports for 
the year ended 30th June last reached a record figure of 
£65,800,000. In his penultimate paragraph he says:-

'raking into consideration all the factors mentioned in the regulations, 
and with my reference in the preceding paragraph in mind, I am led 
to the conclusion that the cost of living and the economic and financial 
conditions affecting trade and industry in the Dominion are at the 
moment such as to justify an increase of 5 per cent. in rates of 
remuneration. 

' 

It is necessary, therefore, to examine the economic and 
:financial position of the Dominion to see if there is anything 
therein to justify so optimistic a conclusion. 

It is common knowledge that for nearly two years now 
the Dominion has been in difficulties in connection with its 
sterling funds. The great increase in spending-power placed 
in the hands of the people as a result of the legislation of 
1936, followed by the effects of the pronouncement by this 
Court relating to standard rates of wages in September, 1937 
(from which I dissented), created a sudden demand for a 
greatly increased volume of goods which could not possibly 
be met from local production. There was thus as a result 
a:i:1 exceptional increase in both volume and value of imports, 
the rise being as much as £18,0QO,OOO in two years, the figures 
for each of the three years from 1936 to 1939 being at an 
exceptionally high level. The consequent depletion of sterling 
funds to pay for the imports caused much dislocation in 
business, banking, and Government circles, and the result was 
the institution of import and exchange control, which is 
still with us. The free ebb and fl.ow of trade is therefore 
hindered, and it is probable that the normal effects of a high 
export year will make themselves less readily apparent. 
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Turning, then, to further consideration of the trading 
position of the Dominion in recent yea.rs, the following are 
found to be the relative figures :-

Years ending 30th June, I Exports. Imports. 
I 

Balance. 

1934-35 45·1 35·1 10·0 
1935- 36 53·9 39 ·7 14 ·2 
1936- 37 64·6 50·2 14 ·4 
1937-38 61·9 57·8 4·1 
1938-39 57·9 56·5 1·4 
1939-40 65·8 46 ·0 19 ·8 

'I.1hese figures show that the average annual balance of 
exports over imports for the six years was about £9,300,000. 
An examination of the full table quoted by His Honour for 
the years 1928 to date shows that the average annual balance 
for the twelve years was just under £10,000,000. I understand 
that the Reserve Bank's estimate of the Dominion's annual 
sterling requirements for debt services, &c., is approximately 
£12,000,000, so that it is clear from the above figures and 
from consideration of the position with r egard to sterling 
funds that we have been living beyond our income for 
many years. 

Incidentally, it should be mentioned that the position 
regarding sterling funds is not as good as a casual inspection 
of recent figures showing the balances of sterling funds would 
suggest, for two reasons. One is that a substantial portion 
of the increase is due to earlier payment for exports being 
made by the British Government under its arrangement to 
purchase the bulk of our exports. The annual report of 
the Reserve Bank just issued shows that the increase in 
sterling funds at 25th March, 1940, compared with a year 
earlier was £13,737,000, but the report goes on to say that
this increase was due almost entirely to payment for the principal exports 
being received earlier than was ·anticipated, . . . and also to the 
delay in the arrival of licensed imports in respect of which exchange 
authorities had been issued. 

The other reason is that under the exchange control methods 
of the New Zealand Government a substantial volume of 
imports has been obtained under a system of deferred 
payments, and a substantial sum will therefore have to be 
met out of funds in hand for goods already obtained. 

It is clear that for the year ended 30th · June last · the 
balance of exports over imports was very large, though, 
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as His Honour points out, it is probably overstated because of 
the system of valuation of imports and the recent war 
increases in freights, insurances, &c. But accepting the 
statistical figure as correct for the time being, I am unable 
to accept the conclusion that it warrants an increase in wage 
rates. His Honour relies apparently on the evidence of 
Professor Tocker as to the effect of the balance of exports 
over imports on New Zealand 's economy. His Honour says:-

The substantial increase in exports, according to the evidence sub
mitted on behalf of the employers and previously quoted, can be expected 
to be followed by a substantial expansion in the following year of 
sheltered production for the local market. 

In my opinion it is quite unsound to take a single statement 
such as this and ignore all the other factors which were 
mentioned by the professor in his evidence. First among these 
factors to be considered is the fact that, though exports for 
last year reached a record figure and the trade balance was 
high, examination of the figures for a number of years shows 
first that the balance, on average, as I have already mentioned, 
has been insufficient to meet annual requirements for debt 
services, &c., and second that in the two years immediately 
preceding the last the trade balance was only £4,100,000 and 
£1,400,000 respectively; so that over the · past three years 
the average balance is short of the average annual require
ments by a total of approximately £10,000,000. The past 
record year has not compensated for the previous two poor 
ones. But there is still a further factor; since 1938 the 
Government has borrowed heavily from the Reserve Bank to 
finance housing construction and for other purposes, thus 
stimulating production for home use far beyond what would 
have occurred had the effects of the trading position been 
allowed to t ake their natural course. It is extremely 
improbable now that sheltered production for the home 
market will respond to the stimulus of a high export figure 
as it could have been expected to do in normal circumstances. 
In other words, New Zealand has been living beyond its 
income, but has made use of created credit to maintain an 
appearance of prosperity and to hide from the people the 
fact that there is no sound basis for the artificially high 
standard of living which they have enjoyed for the past 
three or four years. 

It may be pointed out, too, as is remarked in The Press 
of 6th instant, that the increase in export values in 1940 
seems to have been due to a rise in export prices rather than 
to any increase in the volume of production. It was clear 
,from the evidence of Mr. Marshall that in spite of an increase 
in volume of dairy production last year over the year before 



1172 

it is still about 10 per cent. below the 1936-37 season. The 
annual report of the National Dairy Conference for the year 
ended 30th April, 1940, speaks of a-
decrease of 4,327 dairy-farmers in 1937-38, followed by a further decrease 
of 1,470 last year, 

a total reduction of 5,797 dairy-farmers in two years. The 
same report publishes a table showing that the number of 
cows in milk at 31st January, 1940, was 44,478 less than a 
year before. Even though we may hope that the declining 
tendencies may be reversed this year, it is too much to hope 
that the whole of the decreases mentioned will be made good. 
It seems, too, that there has been a quantitative reduction 
in wool. One of the causes of this may be the effect of 
rising costs on farming production, in which wages fixed 
by this Court are a not inconsiderable factor. Rising costs 
in sheltered production increase the price of goods and 
services needed by those engaged in unsheltered-or primary
production, and tend to lessen the volume of that production. 
It was stressed by Mr. Machin that this factor has operated 
very directly and adversely in wool-production, and it may 
well be that this is a contributing cause of the reduction in 
volume of wool exported last year. Mr. Machin told us also that 
the decrease in volume of wool-production was due in a large 
measure to the nature of the season causing the clip to be 
lighter than usual. It is possible that this factor may be 
more satisfactory this year. On the other hand, and as a 
set-off to such a possibility, there is the fact that the meat 
export figures were stimulated by larger killings than usual. 
The recently issued report of the Meat-producers Board 
indicates that during last season the Dominion has killed 
much capital stock and treated it as income. It shows that 
we have reduced our sheep flocks by 846,241, or from 
31,897,091 at April, 1939, to 31,050,850. This was a further 
reduction of 481,683 sheep on the previous year's total, or 
1,335,924 in two years. The Board estimates the reduction in 
breeding-ewes during the past year as 283,841. The report 
also shows that the percentage of export killings of lambs 
to tailings was 61·11 per cent., an unprecedentedly high figure, 
the highest previous figure being that of 1932, at 58·8 per 
cent. From this it seems probable that Mr. Machin's 
estimate for the future may be correct and that it is unlikely 
that exports of meat will be maintained in the coming year; 
any increase in wool volume will be offset by a decrease in 
meat volume. 

With costs further added to by the increase in wage rates 
now ordered it would seem unduly optimistic to expect any 
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substantial increase in primary production either for export 
or for home use. What, then, are the prospects of an 
increase in sheltered production 1 

I have already pointed out that Government borrowing 
has provided the stimulus lacking through the absence of 
a sufficient trade balance during the two years prior to the 
year ended 30th June last. The table set out in full in His 
Honour's memorandum shows that, although the exports for 
last year reached a record figure and the balance of exports 
was £19,800,000, the amount available for home consumption 
for the year 1939-40 was £10,500,000 less than for the 
previous year. Even at the risk of being considered subversive, 
I doubt very gravely whether production for home use can be 
increased to any appreciable extent, much less to an extent 
sufficient to offset this drop and to provide a sufficient 
margin over the reduced volume of imports which must 
follow from the present restrictions, the needs of war finance, 
and the increase in import prices. It must not be forgotten 
that the man-power of the country available for productive 
services has been largely reduced by the acceptance of 
something like sixty thousand men for war service, a figure 
which will unfortunately continue to increase. Such replace
ment of labour in productive enterprises as can be made 
must necessarily be at the cost of efficiency wherever skilled 
workers are replaced by those less skilled, and loss of efficiency 
must lead to lessening of production. Mr. Macdonald pointed 
out that much of the increase which occurred in the years 
1936 to 1939 took place in the coachbuilding and motor
engineering industries. The present condition of these 
industries, coupled with the petrol restrictions which can 
be expected to endure for the period of the war, leaves little 
room for optimism as to any possible increase in value of 
production in respect of these two very important industries. 

An examination of figures relating to factory production 
and added value lends no support to an optimistic outlook. 
The amount of added value per £100 of salaries and wages 
has steadily decreased, while the amount of salaries and wag·es 
in relation to added value has increased by 10 per cent. since 
1936-37. Now, unless costs of production are to be directly 
pushed up by the increase in wages now ordered, production 
not only for export but for local consumption also must be 
increased by an amount very much more than the increase 
in wages. In view of the continuous fall in the proportion of 
added value to salaries and wages, and the other factors I 
have mentioned, I see no prospect of this happening in spite 
of all the official appeals. There will be increases in certain 
cases, but a general increase in the total volume of factory 
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production for home consumption is likely to be obtained 
only by increasing hours of work for the duration of the 
present crisis. An increase of, say, 10 per cent. in hours of 
work would entail no hardship; it would mean working no 
longer than was worked up to 1936. It would, however, not 
only increase the earnings of workers by 10 per cent., but 
would bring about the most necessary thing of all, an increase 
in production without an increase in costs. This could result 
only in benefit to workers and the wliole community. If 
there be fear of losing what is regarded as a hard-won 
concession-the forty-hour week-I understand an undertaking 
has been given by the employers' organization that no 
advantage will be taken of the position when the war has 
been won. 

Now, unless a considerable increase in value of goods 
produced for home consumption is brought about, and that 
speedily, the standard of living in New Zealand must fall. An 
increasing proportion of the value of production is being 
and must be taken by the Government in taxation for war 
purposes. If one section of the community is protected by 
increases in wages, the unprotected section will be compelled 
to shoulder the double burden. Those people who depend 
on interest on investments or whose income is otherwise fixed 
must meet any increases in the cost of living as well as 
increases in taxation. The fall in interest rates in recent 
years has been a serious matter for those who depend on 
such a source for their income; their standard of living 
has been reduced already, with no compensating factor. 

It may be argued that prices will be prevented from 
rising by the control exercised by the Price Tribunal. At 
best, in my opinion, the Tribunal can only act as a brake 
on increasing prices. It cannot prevent import prices from 
rising, and must allow increases in local prices when costs 
are raised. Be this as it may, the result eventually of rising 
costs will come back on the consumer. If increases in prices 
are allowed to occur, the consumer will pay and be no better 
off. If increases are not allowed, the higher costs will react 
on profits, which will decline or disappear, with a consequent 
drying up of a substantial source of Government revenue, 
which would have to be made up by demands on the rest of 
the community. As to company profits, Mr. Machin pointed 
out that one-third of the companies in New Zealand make no 
profits, while probably half of them will have to bear 
increased costs out of capital. 

I have already said that the great increase in spending
power consequent upon the 1936 legislation and the Court's 
pronouncement of 1937 undoubtedly stimulated a demand for 
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g·oods, particularly imported goods, and was thus a major 
factor in the depletion of sterling funds. The further 
increase in wages now decided upon, coupled with the 
restrictions on imports, must create further dislocation. 
Imports will almost certainly decline in volume but at 
increased prices, and, in my view, there is little or no hope 
of an increase in local production for home consumption. The 
result, therefore, must be a lower volume of goods available 
to meet the increase in spending-power conferred by this 
increase in wages, and there must almost inevitably be 
increased prices, or, in other words, inflation. This will 
result directly to the detriment of the worker and in the 
disorganization of the Government's plans to avoid further 
inflation and its attendant evils. 

To sum up my contentions. I cannot accept His Honour's 
statement that 5 per cent. is the maximum which can be 
justified on a cost of living basis alone. In my view, for 
the reasons I have given, the maximum which any attempt 
could be made to justify would be 2½ per cent. Neither can 
I accept the contention that the large value of exports with 
the consequent high trade balance for the past year justifies 
an optimistic outlook . as to the prospects of an increase in 
production for home use. In the first place, the trade balance, 
large as it was, was insufficient to wipe off the deficits in the 
preceding two years; in the second place, there has been 
so much political interference with economic forces that the 
normal stimulation of local production is less likely to occur, 
particularly as a substantial proportion of labour has been 
withdrawn for military reasons from productive enterprise. 
Even the 2½ per cent. therefore cannot be justified. 

In conclusion, I feel compelled to say that in my opinion 
the facts and conclusions put before the Court by witnesses 
would seem either to have been largely ignored or, where they 
could not be ignored, given interpretations which do not 
bear a sound relation to all the facts. I am bound to point 
out that no witness was called to support the arguments 
adduced by the advocate for the union. On the other hand, 
three expert witnesses gave evidence in support of the 
contentions of the employers. There were, first, a professor of 
economics who has an unsurpassed acquaintance with all 
aspects of New Zealand's financial and economic position; 
second, a business man who had successfully piloted through 
the effects of two depressions one of the largest businesses in 
New Zealand; while the third witness is an outstanding 
figure in the world of dairying. The facts put forward by 
these witnesses were not challenged nor their conclusions 
shaken. Yet the finding of the Court is that they were 
wrong. In my view, they were right. 


