
19 

1005 

Please post in a Conspicuous Place accessible to Workers 

General Order of the Wage Hearing Tribunal 
Amending Awards and Collective 

Agreements 
Dated 1/3/77 

Published and issued by the Industrial Commision of New Zealand 



20 

BEFORE THE WAGE HEARING TRIBUNAL HOLDEN 
AT WELLINGTON 

In the matter of the Economic Stablisation Act 1948 and in the matter of the Wage 
Adjustment Regulations 1974 and in the matter of an application by the New 
Zealand Federation of Labour for an order amending the provisions of all awards 
and collective agreements to the intent that rates of remuneration of workers be 
increased. 

ORDER OF THE WAGE HEARING TRIBUNAL 

The Wage Hearing Tribunal duly constituted pursuant to Part IA of the Wage 
Adjustment Regulations 1974 (Reprint) S.R. 1976/198 having considered an ap
plication for an order addressed to it by the New Zealand Federation of Labour 
pursuant to Regulation 16H (1) of the said Regulations and having heard repre
sentatives appointed by the New Zealand Federation of Labour, the New Zealand 
Employers' Federation Incorporated, the Combined State Service Organisations 
and the Minister of Labour respectively and having had regard to and taken into 
account the several matters and things as required by the said Regulations doth 
hereby order:-

1. That the provisions of all awards and collective agreements for the time being 
in force in New Zealand shall so far as those provisions determine the rates of 
remuneration of workers be amended by increasing all rates of remuneration so 
determined by six percent. 

2. That for the purposes of this order the words "for the time being in force" 
used in clause l hereof in relation to awards and collective agreements shall mean 
those provisions that are in force on the date on which this order takes effect. 

3. That this order shall operate and take effect on the 14th day of March 1977. 
Dated this l st day of March 1977. 

R. D. Jamieson, Judge, Chairman. 
Professor A. D. Brownlie, Member. 

Sir Arnold Nordmeyer, Member. 

MEMORANDUM 

l. On 17 Novemeber 1976 the New Zealand Federation of Labour (F.O.L) 
lodged with the Secretary of Labour an application in terms of Regulation 16H of 
the Wage Adjustment Regulations 1974 (Reprint) S. R. 1976/198 for an order 
amending the provisions of all awards and collective agreements for the time being 
in force so far as those provisions determine the rates of remuneration of workers, 
to the intent that those rates should be increased. At that time the members of this 
Tribunal had not been appointed. Upon those appointments being made in due 
form on 25 November 1976 the said application was delivered to the Chairman of 
the Tribunal. 

2. The application was in the following form: 
"The Secretary, 
Department of Labour, 
Wellington. 

2 

17 November 1976 
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WAGE ADJUSTMENT REGULATIONS 1974 
APPLICATION FOR A WAGE ORDER 

In accordance with Regulation 16H, the New Zealand Federation of Labour 
makes application to the Wage Hearing Tribunal for an order amending all awards 
and collective agreements at present in force, increasing by 8.9 percent the rates. of 
remuneration determined by the provisions of these awards and collective 
agreements. 

Sir Tom Skinner 
President 
New Zealand Federation of Labour." 

3. Before the hearing commenced the F.O.L. delivered to the Tribunal an 
amendment of its application in the following form: 

"The Chairman, 21 January 1977 
Wage Hearing Tribunal. 

WAGE ADJUSTMENT REGULATIONS 1974 
AMENDMENT OF APPLICATION FOR A WAGE ORDER 

The New Zealand Federation of Labour requests that the Tribunal accept an 
amendment of the application of 17 November 1976, the amount of increase to be 
amended from 8.9 percent to 12.8 percent. 

Sir Tom Skinner 
President 
New Zealand Federation of Labour". 

4. The hearing of this application commenced on 25 January 1977 and with 
various adjournments as requested by the parties continued until 21 February 
1977. A total of 6 sitting days was involved. At the hearing the following Repre
sentatives appeared: 

Sir Tom Skinner for the Federation of Labour. 
Mr. W. E. B. Tucker for the Combined State Service Organisations. 
Mr R. E. Taylor for the New Zealand Employers' Federation. 
Mr I. L. McKay for the Honourable the Minister of Labour. 
5. Evidence was given by the following witnesses: 
Mr E. A. Harris, Government Statistician. 
Mr N. V. Lough, Secretary to the Treasury. 
Mr A. R. Low, Governor of the Reserve Bank ( since retired). 

The Tribunal is grateful for the assistance given by these gentlemen. 
6. The Tribunal derives its power to entertain the application and to make a 

general order from Regulation 16H of the Wage Adjustment Regulations 1974 
which are reprinted with amendments to date as S.R. 1976/198. The said 
Regulations are hereinafter ref erred to as "The Regulations". 

7. Subclauses (1) to (3) (inclusive) of Regulation 16H read as follows: 
"16H. Wage order-(1) Subject to this regulation, the Wage Hearing Tribunal 

may, on the application of the New Zealand Federation of Labour or of the New 
Zealand Employers' Federation Incorporated, make an order amending the 
provisions of all awards and collective agreements for the time being in force so far 
as those provisions determine the rates of remuneration of workers, to the intent 
that those rates shall be increased. 

(2) In deciding whether to make an order under subclause (1) of this regulation 
the Tribunal shall give paramount importance to the promotion of the economic 
stability of New Zealand. 
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(3) The Tribunal shall also consider-
(a) Whether an increase in the rates of remuneration should be made in order to 

maintain and promote living standards, so far as it is within the capacity 
of the economy to sustain such an increase; and 

(b) The promotion of industrial harmony; and 
(c) The maintenance and promotion of exports from New Zealand; and 
( d) The maintenance of full and productive employment; and 
( e) Movements in the Consumers' Price Index and in the relative incomes of 

sections of the community other than wage and salary earners". 
8. This Tribunal is bound to deal with the matter before it in strict compliance 

with the provisions of The Regulations, and consequently is required to consider 
and be guided by the criteria laid down in subclauses (2) and (3) of Regulation 16H. 

9. We do not attempt to set out all the arguments put forward by the advocates, 
or to summarise all the evidence placed before us. To do so would be tedious and 
time consuming, and would delay the promulgation of our decision. We have of 
course given full attention to all submissions and evidence before reaching a 
decision. 

10. The application is made by the F.O.L. and as amended seeks an order for an 
increase of 12.8 percent. The Combined State Service Organisations (C.S.S.O. ) 
supports this application. 

11. The application of the F. 0 .L. is based on a comparison of changes in prices 
and wage rates between September 1974 and December 1976. The indexes used in 
calculating changes in prices and wage rates are the Consumers' Price Index and 
the Nominal Weekly Wage Rates (Adult Males) Index. The F.O.L. assumed that 
there would be no change in the wage index during the December quarter 1976 and 
calculated that wage rates had fallen behind prices by 12.8 percent since September 
1974. After the hearing began the Government Statistician (hereinafter referred to 
as the Statistician) released the provisional wage index for the December quarter 
which in fact turned out to be higher than that for the September quarter. On the 
basis of this new information the same calculation gives an estimate of 11.4 percent 
rather than 12.8 percent. 

12. The provisional wage index fer the December quarter 1976 will be subject to 
retrospective changes to allow for the backdating of those "exceptional circum
stances" increases not yet included in the index, the ruling rates adjustment for 
Government tradesmen, and the expected half yearly survey adjustment for all 
other Government employees. These changes would reduce further the gap 
between the increase in the nominal wage index and the increase in the Consumers' 
Price Index from September 1974 to December 1976. 

13. The F.O.L. has chosen as the base date the historical peak of the purchasing 
power of nominal wages. We are not tied to a consideration of any particular base 
date. We could, for example, consider the movements in nominal wages and in 
prices since the June 1976 Cost of Living Order, the last general adjustment of 
wage rates. The nominal wage index rose by 1.3 percent between the June and 
December quarters 1976 while the Consumers' Price index rose by 6.0 percent. 
The increase in wage rates required to off set the greater increase in prices during 
this period is 4.6 percent. 

14. The basis of the F.O.L.'s application is that wage rates should be increased 
to keep pace with the increase in the Consumers' Price Index. It is entirely 
understandable that wage earners, particularly the lower paid, should attach great 
importance to this objective, and the Tribunal is required by paragraph (e) of 
subclause (3) to consider movements in the Consumers' Price Index. We cannot, 
however, treat movements in the Consumers' Price Index as the "paramount" 
criterion since The Regulations lay the emphasis elsewhere. 
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15. Subclause (2) of Regulation 16H requires the Tribunal to give paramount 
importance to the promotion of economic stability in its decision. Consideration 
must, therefore, be given to the effects of an increase in wage rates on inflation, the 
balance of payments (exports are mentioned specifically in subclause (3) (c)), and 
employment (mentioned specifically in subclause (3) (d)). 

16. Subclause (3) (c) requires us to consider the maintenance and promotion of 
exports from New Zealand. We were presented with much theoretical argument on 
this issue and little in the way of satisfactory statistical analysis. We are inclined to 
the view that an increase in wage rates would have an adverse effect on the export 
sector. Increased labour costs reduce the profitability and competitiveness of 
export industries, and higher wage incomes may cause a diversion of production 
from foreign to domestic markets. 

17. The effect of increased wages on overseas expenditure was dealt with in the 
evidence of Mr Low, Governor of the Reserve Bank. He stated that while no 
precise measure is available of the effect of salary and wage increases on imports 
and other current external payments, studies undertaken by the Reserve Bank 
indicate that there is a significant relationship. For example, if the Tribunal granted 
the F.O.L's application in full, it is estimated that total current overseas payments 
may rise during the June 1978 year by about $150 million more than would have 
been the case in the absence of such a wage increase. We can conclude from this and 
similar evidence by the Statistician that an increase in the general level of wages 
and salaries must have some effect on the level of current external payments and 
thus add to the adverse balance of payments. 1 

18. Subclause (3) (d)" requires us to consider the maintenance of full and 
productive employment. The existence of unemployment is regrettable and we 
should as a nation be greatly concerned to minimise it. At the present time, 
however, our level of unemployment is not high, particularly in comparison with 
other O.E.C.D. countries. As far as skilled labour is concerned shortages exist in 
some regions and industries. We do not think it has been shown that the increase in 
the rates of remuneration requested is necessary for the maintenance of full 
employment. Indeed, by eroding profitability, such an increase in wages could 
discourage production and investment thereby leading to a reduction in the 
demand for labour. 

19. We now consider the effect of an increase in wage rates on inflation. The 
argument as to whether wages push up prices or prices push up wages is heard ad 
nauseam; we agree with the view that this argument is futile. Wages and prices 
interact. It is clear that wage increases as the result of a general wage order are 
partly a response to past price increases. It is equally clear that price increases 
usually occur when labour costs rise. The Statistician in his evidence estimated that 
a 12.8 percent increase in wage rates is likely to lead over a period of time to an 
increase of about 4.97 percent in the Consumers' Price Index. Although the 
methodology and assumptions underlying this estimate may be questioned it does 
give a rough guide as to the increase in prices which may be expected to flow from 
increased wage rates in present circumstances. At the least, we must conclude that 
an increase in wage rates is likely to raise the rate of inflation. 

20. We pass on to subclause (3) (a) and ask whether an increase in the rates of 
remuneration should be made in order to maintain and promote living standards so 
far as it is within the capacity of the economy to sustain such an increase. The 
present standard of living is being achieved only by extensive overseas borrowing, 
which is necessary to finance the excess of domestic spending over domestic 
production. Such an attempt to maintain a standard of living which the country 
cannot support results in a balance of payments deficit. On 18 February the 
Statistician released estimates of the balance of payments showing the deficit for 
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the year ended 31 March 1976 as $1,017 million, 9.4 percent of gross national 
product. The deficit for the year ended 31 December 1976 is estimated to have been 
$943 million. Mr Low in evidence warned that if steps are not taken to reduce the 
need for borrowing to cover such deficits the burden will become greater, and 
sooner or later our credit worthiness overseas, now very good, will deteriorate, and 
it will become more difficult and costly to finance the deficits. It appears to us that 
the capacity of the economy to sustain an improvement in living standards on their 
present level is limited. 

21. Subclause (3) (e) requires us to take into account movements in the relative 
incomes of sections of the community other than wage and salary earners. We lack 
comprehensive and up-to-date information directly relevant to this point. The 
more recent information is fragmentary and not on a uniform basis. The best 
available data for our purpose are perhaps the Statistician's estimates of National 
Income and Expenditure released on 6 February 1977. These show that the share 
of wage and salary earners in national income rose from 64.7 percent in 1973-74 to 
71.1 percent in 1974-75 and then fell to 70.2 percent in 1975-76. During these three 
years the farmers' percentage share was 9.5, 4.1 and 5.8 and that of company 
income 13.6, 12.6 and 12.5. The share of salary and wage earners may have fallen 
~gain in ! 97_6-77, b\!t we have_ n9 firm aJ?d comyrehensiye evidenc~ to ~s ef(ect. 

2Z. The mcom~ shares noted above re1ate rn mcome before taxation. The F.O.L. 
and C.S.S.O. drew our attention to the effects of a progressive income tax structure 
on "take-home" pay. While we appreciate that the standard of living of particular 
income groups may be severely affected by the changing incidence of government 
revenues and expenditures this is a matter for Parliament. If there are inequities or 
anomalies these are for Parliament to correct. Our responsibility is surely confined 
to deciding on the appropriate increase in gross wage rates, based on criteria laid 
down in The Regulations. It may be, as has often been suggested, that the standard 
of living of wage earners could be improved by a reduction in taxation rather than 
an increase in wages, but this is clearly beyond our terms of reference. 

23. So far we have not dealt at all with subclause (3) (b) which requires us to 
consider the promotion of industrial harmony, an essential element in economic 
stability. No party at the hearing suggested to us that we should give this criterion 
little weight, and we are of the view that an increase in wages and salaries should at 
the present time be permitted in the interests of industrial harmony. We are 
concerned that too draconian an application of "sound" economic principles would 
impose a severe and perhaps unsupportable burden upon the lower paid and 
particularly one-income families. There is justification for an increase in wages and 
salaries, which should be conducive to industrial harmony and co-operation, even 
at the cost of some addition to the inflation rate and some damage to the balance of 
payments. In the longer run such harmony and co-operation may facilitate the 
structural change and increased productivity so vital to the national interest. These 
changes could take place in the context of a gradual adjustment of the economy to 
the adverse consequences of the recent sharp down-turn in the terms of trade. 

24. During the hearing we were frequently confronted with undefined or 
unquantified terms. No party has at any time suggested that we should refrain from 
making an order. There was reference to "very small", "modest", "very mode
rate", "not too high" etc. A feature of all these terms is that they are not precise and 
when they are used the speaker has his own idea of what is meant. Sir Tom Skinner 
and Mr Tucker, for example, have asserted that their request is indeed "moderate". 
It is not for this Tribunal to seek a figure which is "very small", "modest", 
"reasonable", "moderate", or anything except one which accords with the criteria 
laid down in The Regulations. It should by now be clear, however, that this cannot 
be decided by a mechanical arithmetical calculation but of its very nature must 
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depend upon our judgement as to the force of often conflicting criteria. Our 
conclusion is that in terms of the evidence currently available a general wage order 
of six percent could be absorbed by the economy and should contribute to the 
morale of the labour force and industrial harmony. This order need not lead to an 
increase in consumer prices greater than 2.3 percent and in overseas expenditure 
more than $70 million, using the estimates of the Statistician and Governor of the 
Reserve Bank referred to in paragraphs 17 and 19. 

25. We considered the possibility of placing an upper limit on the absolute 
amount of the order but concluded that this would involve additional distortions 
and anomalies in the wage structure. It would further erode margins for skill and 
responsibility thereby having an adverse effect on the growth of productivity. 

26. The C.S.S.O raised the question of the cost of living allowance of 7 percent 
(limited to a maximum of $7.00 per week or $365 per year) applying from 25 June 
1976 pursuant to Regulation 3 of The Regulations. This Regulation provides that 
the allowance is not to form part of the worker's ordinary time rate of remuneration 
and is not to be taken into account in calculating any other rate of remuneration. 
The C.S.S.O. asked that the Tribunal direct that any order should apply to the 
allowance as well as to the rates of remuneration fixed by awards and collective 
agreements-in other words, that we should direct that this allowance be treated as 
if, contrary to the Regulations, it were incorporated in the rates of remuneration 
included in awards or agreements. Alternatively, they suggested that our order 
should be such as to effectively incorporate the cost of living allowance in present 
rates of remuneration. We have given consideration to this question and have 
concluded that we cannot follow either of the courses of action proposed by the 
C.S.S.O. The appropriate solution is an amendment to The Regulations and this 
lies in hands other than ours. 

27. The Tribunal was asked to backdate any increase granted to the end of 
December 1976. Assuming that we have the power to do this we are not persuaded 
that it should in this instance be done. In fact, had we reached any other conclusion 
on the facts, we could well have entertained some doubt as to our power to 
backdate. The Regulations confer upon us no express power such as the statutory 
power to backdate conferred upon the Industrial Commission in respect of wages 
provisions in awards by s. 92 of the Industrial Relations Act 1973. 

Dated this 1st day of March 1977. 

R. D. Jamieson, Judge, Chairman. 

Professor A. D. Brownlie, Member. 

Sir Arnold Nordmeyer, Member. 
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