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BEFORE THE ARBITRATION COURT - HOLDEN AT WELLINGTON 

In the matter of the General Wage Orders Act 1977, 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 ARBITRATION COURT 
(Jamieson C. J., Messrs W. C. McDonnell and J. B. Walton) 

The Arbitration Court having considered an application for an order made 
by the New Zealand Federation of Labour pursuant to s. 5 of the General 
Wage Orders Act 1977 and having heard representatives appointed by the New 
Zealand Federation of Labour, the New Zealand Employers' Federation In
corporated, the Combined State Service Organisations and the Minister of 
Finance respectively and having had regard to and taken into account the 
several matters and things as required by the said Act 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 in the following manner, name
ly: 

(a) Subject to the following provisions all rates of remuneration determined 
by the said Awards and Collective Agreements shall be increased by an 
amount equal to seven percent thereof. 

(b) There shall be excluded from the scope of this order such portion of the 
remuneration in each week of the workers affected by this order as 
exceeds the amount of $100.00. 

2. That the increase provided for by this Order shall apply to the unexcluded 
portion of the prescribed minimum remuneration of each worker. 

3. That for the purpose of this Order the words "for the time being in 
force" used in clause 1 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. 

4. That for the purposes of this Order "remuneration" means salary or 
wages and all other payments of any kind whatsoever prescribed in Awards 
and Collective Agreements. 

5. That this Order shall operate and take effect on the 17th day of July 1978. 
Dated this 3rd day of July 1978. 

(L.S.) R.D. Jamieson, Chief Judge. 

MEMORANDUM 
1. On 22 March I 978 the New Zealand Federation of Labour (F.O.L.) 
delivered to the Chairman of the Wage Hearing Tribunal, appointed pursuant 
to Regulation 16 of the Wage Adjustment Regulations 1974 (Reprint) S. R. 
19771265, an application in terms of Regulation 16H of the said Regulations 
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 extent that those rates should be increased. 

2. The application was in the following form: 
"22nd March 1978. 

The Chairman, 
Wage Hearing Tribunal. 

2 



4183 

WAGE ADJUSTMENT REGULATIONS 1974 
APPLICATION FOR A WAGE ORDER 

Pursuant to Regulation 16H of the Wage Adjustment Regulations 1974 the 
New Zealand Federation of Labour hereby makes application to the Wage 
Hearing Tribunal for an order increasing by Fourteen per cent the rates of 
remuneration determined by the provisions of all awards and collective 
agreements at present in force. 

The Federation of Labour reserves the right to amend the increase sought in 
t hi~. application in the light of changes in wages prices and other economic in
dicators becoming known before or during the time of the hearing of the above 
application. 

Sir Tom Skinner, President, New Zealand Federation of Labour, Lukes 
Lane, Wellington." 

3. The General Wage Orders Act 1977 received the Royal Assent on 16 
December 1977 but was not to come into force until a date to be appointed by 
the Governor-General by Order in Council. That Act contained s. 18 which 
provided that where before the commencement of the Act , an application had 
been made under Regulation 16H of the said Regulations but had not been 
determined by the Wage Hearing Tribunal before the Act came into force , the 
application should be determined by this Court pursuant to s. 5 of this Act as 
if it had been made to the Court under the said s. 5. On 22 March it was ap
preciated by all concerned that the Act was to be brought into f orcc at a 
relatively early date, and that there was no possibility of the matter being 
heard by the Wage Hearing Tribunal in the meantime. The Act \Vas brought 
into force by Order in Council as from 17 April 1978. 

4. All concerned then co-operated to commence the hearing before th is 
Court as soon as was practicable, and the hearing commenced on 26 April 
1978. On that day and the following day the opening submissions of the 
F.0 .L. and of the Combined State Service Organisations (C.S.S .0.) were 
heard. At this stage it was necessary for an adjournment to be taken to enable 
the other advocates to complete their opening submissions in the light of those 
made by the F .O.L. and the C.S.S.O. This followed the practice in respect of 
former Wage Orders. On this occasion that adjournment had necessarily to be 
somewhat lengthy to suit the F .0.L. The hearing was accordingly resumed on 
Wednesday, 31 May 1978 and continued to Thursday, 8 June. At that point it 
was adjourned to Thursday, 15 June to enable the F.0.L. and the C.S.S.O. to 
prepare their final submissions. A total of 10 sitting days was involved. 

5. At the hearing the following representatives appeared : 
Sir Tom Skinner and Mr R. G. Trott for the Federation of Labour; 
Mr W. E. B. Tucker for the Combined State Services Organisations; 
Mr J. W. Rowe for the New Zealand Employers Federation; 
Mr I. L. McKay for the Honourable the Minister of Finance. 
6 . Evidence was given by the following witnesses: 
Mr E. A. Harris, Government Statistician; 
Mr R. D. Mclagan, Chief Executive of Federated Farmers; 
Mr T. K. McDonald, Director, N.Z. Institute of Economic Research; 
Mr John Barr, Managing Director, Kirkcaldie & Stains Ltd, Wellington ; 
Mr A. F. Crothall, Managing Director, Crothall Industries Ltd; 
Mr B. K. Knowles, N .Z. Dairy Board; 
Mr W. M. Poole, N.Z. Bankers Institute; 
Mr G. E. Pearce, Managing Director, Feltex (N.Z.) Ltd; 
Mr D. D. Rowlands, General Manager, Fisher & Paykel Co. Ltd; 
Mr G. J . Craw, Chartered Accountant; 
Mr B. G. C. Elwood, President of the Municipal Association; 
Mr D. 0. Walker, Deputy General Manager, N.Z. Forest Products Ltd; 
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Mr R. S. Lockwood, Managing Director, McMillan & Lockwood Ltd; 
Mr J. E. Hartstonge, Former General Manager , Tourist and Publicity 

Department; 
Mr N. V. Lough, Secretary to the Treasury; 
Mr R. A. Kelly, a State Services Commissioner; 
Mr K. C. Durrant of the Agricultural Review Committee; 
Sir Frank Holmes, Chairman, N.Z. Planning Council; 
Mr R. W. R. White , Governor of the Reserve Bank. 
7. The Court derives its power to entertain the application and to make a 

General Wage Order from s. 5 of the General Wage Orders Act 1977 
(hereinafter called "the Act"). 

8. The general purpose of the Act is set out in s. 3 thereof which reads as 
follows: 

"3. General Purpose of Act - (1) The general purpose of this Act is to pro
vide for the making from time to time by the Court of a just and equitable 
review of rates of remuneration in awards and collective agreements. 

(2) In making any such review the Court shall give paramount importance to 
the promotion of the economic stability of New Zealand." 

9. The matters to be taken into account by the Court are set out in ss. (I) and 
(2) of s. 6 of the Act and it is advisable to set out the whole of s. 6 which reads 
as follows: 

"Matters to be taken into account - (1) In deciding whether to make a 
general order under section 5 (1) of this Act the Court shall, as required by sec
tion 3 (2) of this Act, give paramount importance to the promotion of the 
economic stability of New Zealand. 

(2) The Court shall also consider -
(a) Whether an adjustment 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 adjustment; 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 incomes of wage 

and salary earners relative to those of other sections of the community; 
and 

(f) Any increase or decrease in rates of remuneration; and 
(g) Such other matters as the Court considers relevant. 
(3) In taking into account the matters mentioned in subsections (1) and (2) of 

this section, the Court shall not be restricted-
(a) To events occurring since the date of the last general order previously 

made by the Court under this Act; or 
(b) To events that have occurred before ,the date of the hearing. 

(4) The matters that the Court is required to take into account under subsec
tions (1) and (2) of this section, so far as they affect or relate to the whole of 
New Zealand, shall not be taken into account in conciliation or arbitration 
proceedings or in negotiations for a collective agreement or in the correspon
ding proceedings or negotiations under the Agricultural Workers Act 1977; 
but this subsection shall not prevent the parties to any such proceedings or 
negotiations, or the Court or the Agricultural Tribunal, as the case may re
quire, from taking into account any of the said matters so far as they 
specifically affect or relate or are relevant to the proceedings or negotiations.'' 

10. The Court is bound to deal with the matter in strict compliance with the 
provisions of the Act and consequently must be guided by the criteria laid 
down in ss. (1) and (2) of s. 6. In general the criteria are similar to those 
previously contained in Regulation 16H of the Wage Adjustment Regulations 
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1974. There are some differences. Para. (a) of ss. (2) of s. 6 of the Act 
substitutes the word "adjustment" for the word "increa.se'' used in the 
Regulation but this is of no significance in so far as the present matter is con
cerned. It will be seen that paras (0 and (g) of ss. (2) of s. 6 are new and did not 
appear in the Regulations. 

11. We have been presented with a large volume of submissions and 
evidence. We are laymen in the field of economics, and are grateful for the 
assistance of experts, and indeed of all the witnesses, and have studied closely 
all the material supplied. We have no intention of embarking upon a full 
detailed analysis of all the submissions . To endeavour to set out such an 
analysis in this memorandum would take much time, involving further delay, 
and would in any case overload the document to the point where it would 
become obscure. 

12. The F.O.L. said in its opening submissions, p. 24: 
"29 ...... The Federation believes that it is impossible to promote economic 

stability by manipulating wages in isolation from all other variables in the 
economic system. The General Wage Orders Act, however, places the Court in 
the invidious position of having to attempt the impossible, within the limits of 
its power and functions." 

13. The Court is concerned only to discharge, conscientiously and impartial
ly, the duty laid upon it. It is, however, clear enough that the duty - the apw 
plication of the statutory criteria to the known facts - cannot be discharged 
with the precision of the mathematician. It is manifestly impossible to draw 
from the criteria any algebraic or arithmetical equation which will yield a 
precise answer. There can be no such thing as an answer which is demonstrably 
right, so that any other answer is thereby excluded. What is required of the 
Court is an act of Judgment rather than a calculation. 

14. The F.O.L. has argued that there is a "crisis of underspending" and that 
this calls for a stimulation of the economy. It argues that a general wage order 
of 14 percent would stimulate aggregate demand and thereby reduce 
unemployment; that it would not boost domestic inflation but would rather 
take up the slack in the economy (e.g. under-utilised plant) and lead to a more 
efficient combination of factors of production, lower per unit cost, an.d in
creased levels of output. It points to secondary effects which it says would be 
favourable. The reference to the slack in the economy is a reference to excess 
capacity in industry. It seems to be agreed that New Zealand industry has a 
good deal of excess capacity so that it could cope with increased demand for 
some time without any significant increase being required in plant or equip
ment, and the capital investment needed to finance that increase. 

15. Other and contrary views have been put to us: we are told that by 1977 
there was apparent a need for some stimulation of the economy: that during 
the last few months a series of measures have bee!l introduced by Government 
which will have the effect of increasing demand and reducing the excess 
capacity in the economy. It is argued that a large wage order on top of those 
measures would cause a new round of cost-price inflation and reverse the cur
rent favourable trend in the balance of payments. The Secretary to the 
Treasury and others have pointed out that cost and price inflation has caused 
great harm to New Zealand in recent years, but that the latest figures appear to 
show that the rate of inflation has fallen. It is urged that we cannot afford to 
throw away this gain at a time when at last we have a chance to control our 
own inflation. It is said that we cannot afford to allow our costs and prices to 
rise faster than overseas prices. Another way in which this is put is that· we can
not afford a rate of inflation exceeding that now prevailing in the countries 
with which we trade, in which countries the inflation rate has been falling. We 
have been told that a 14 percent order might appear to have some early effect 
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upon unemployment but after a short lapse of time the longer term effect 
would be a worsening of unemployment. It is argued that such an order would 
inevitably lead to an increased demand for imports both for consumption and 
for the imported content of domestic production, and the result would be cost 
increases, a reduction in the profitability of exports and a worsening of our 
balance of payments position. 

16. Another point of view expressed is that a recovery will be concentrated 
in consumption, and that it will take a considerable time for that to work 
through into investment: without an increase in investment there is unlikely to 
be a substantial increase in employment. 

17. Our terms of trade with the outside world are expressed as the ratio bet
ween the prices we obtain for our exports and the prices we pay for our im
ports. In June 1973 the figure was 124, meaning that our export returns were 
appreciably higher than the cost of our imports. From that eminence the figure 
gradually receded until by December 1974 it became 82. It continued to recede 
thereafter and has never again reached 80. Since the end of 1974 it has fluc
tuated between 69 (December 1975) and 77 (March and June 1977) and by 
December 1977 stood at 73. The Planning Council in its future planning has 
worked on a figure of 80 during the planning period, but that figure has not 
been achieved since 1974. 

18. The F.O.L. argues that the current account deficit, which has fallen as 
compared with 1974/5, but is still large, has declined significantly if expressed 
as a proportion of export returns. It also argues that interest rates in certain 
countries overseas have declined, so that the true cost of incurring a large 
deficit is now lower, that the situation is not worsening, and the rate of growth 
of import prices has fallen substantially. 

19. It was in reply pointed out that the lower interest rates referred to are 
available when borrowing Swiss francs and West German deutschmarks, that 
the currencies concerned are ''hard'' currencies, and the risk involved in 
respect of such loans is an unfavourable movement of the exchange rate bet
ween the countries concerned and New Zealand. Any such movement would 
not favour us, and would increase the cost of repayment and of the payment of 
interest. 

20. The main thrust of the case presented by the F.O.L. (as stated in para. 28 
of the closing submissions) is "that Government policy measures in 1976/77 
depressed economic activity too far and that urgent and substantial stimula
tion of demand is essential if the economic stability of New Zealand is to be 
promoted." To ensure this it was argued that a wage order of 14 percent was 
"very much in the bottom ranges of the possible amounts that could be claim
ed to maintain the real wage on its path of long. run stability". 
· 21. To illlusttate this the F.O.L. supplied a graph showing the index of ef
fective real Gross Domestic Product per employee (ERGDPE). The period 
covered was from 31 March 1957 to 31 March 1978. The index figure for 31 
March in each year was plotted. A straight ascending line was drawn (the trend 
line) through the variable line produced by plotting the annual figures. This is 
"the path of long run stability" ref erred to above (see F. 0. L. final submis
sions, para. 36). Up to 31 March 1972 the variable line does not depart 
markedly either above or below the trend line. From 31 March 1972 that line 
goes well above the trend line, reaching its peak by 31 March 1974, the 
historical peak of ERGDPE. It descends sharply to 31 March 1975, at which 
point the variable line is very close to the straight trend line. From that point 
on it continues its descent, getting further below the trend line. 

22. The argument is that the promotion of economic stability requires an ad
justment of the real wage around the_long-run trend of effective real GDP per 
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employee, rather than a following of the cyclical fluctuations of the series (i.e. 
the variable line). The F. 0. L. calls the linear trend line the "stable wage 
path''. It argues that in applying this concept the Court should look at 
disposable income rather than gross income before tax. 

23. The N.Z. Employers' Federation (Inc.) (E.F.) said, first, that estimates 
cannot properly be used in that way to arrive at precise figures for what "real" 
wages should be at the present time. It pointed out that estimates of GDP are 
only estimates, inevitably subject to a fairly wide margin of error. The straight 
trend line drawn by the F.O.L. rises by the same absolute amount year after 
year and, said the E.F., this line would look different if the graph started in 
some year other than 1956/ 57. 

24. The E.F. submitted two graphs reproducing the same series of 
ERGDPE, the first with two separate straight (or linear) trend lines. The first 
straight line covers the period 1956/57 to 1973/74 (or from 31 March 1957 to 
31 March 1974 ). A separate line - descending sharply - covers the period 
from 31 March 1974 to 31 March 1978. It is said that the oil snock of 1973/74 
produced a discontinuity in trend, and that the economy is still adjusting to 
this, so that ERGDPE after 1973 cannot be compared with that in the earlier 
period. The E.F. added that there is no reason for preferring a straight linear 
trend line to a curvi-linear one (the Government Statistician agrees with this), 
and its second graph is intended to show what a difference the choice of one 
rather than the other can make. In this graph the second curved trend line 
covers the period 1967 / 68 to 1978 - it rises sharply until about 1972/73, 
reflecting an international boom in commodity prices, but is now declining. 
The conclusion offered is that the three graphs clearly indicate the ar
bitrariness of the F.O.L. linear trend line, and thus suggest that the calcula
tions based upon it by the F.O.L. are also arbitrary. 

25. The E.F. says that the F.O.L. uses its trend line to argue that "real 
disposable wages" in 1977 /78 should be increased by the proportionate dif
ference between the value of the F.O.L. line in 1977 /78 and the actual value, 
which difference is said to be 5.720/o. 

26. In view of the Government Statistician's agreement that there is no 
reason to prefer a linear trend line to a curvi-linear one, we must pause before 
we accept conclusions based on the linear line graph produced by the F.O.L. 
In any event, putting aside technical points, the linear trend line marches up
wards relentlessly, and its value as an indicator may be doubted when it 
departs so far from the later trend of ERGDPE, as indicated by the variable 
line to which earlier reference is made. A case for reliance upon the linear 
trend line as a true indication of the path of long run stability is not made out. 

27. It follows that we put to one side arguments based upon a trend line, 
whether linear or curvi-linear. 

28. Counsel for the Minister of Finance submitted: 
(a) Our primary need is to contain inflation. We have reached a stage at 

which we have an opportunity to do this. A failure to use this 
opportunity, by allowing wages and costs to rise significantly, would 
have a very serious effect on economic stability. 

(b) New Zealand has not yet adjusted to the fall in the terms of trade which 
occurred in 1974: The result of that fall has been to reduce by 40% the 
volume of imports we are able to buy. This means a drop in our 
standard of living. Borrowing has given us time to adjust, but adjust 
we must. 

(c) A wage increase must increase farm costs and thus hamper efforts 
to increase production. It will similarly add to the costs of other 
exporters. 
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(d) Since the last general wage order (March 1977) real wages have 
declined by about 5 to 6%. 

(e) During the same period productivity has declined by 1.5 to 2.5 OJo. 
(f) If wages were indexed to the cost of living and allowance made for 

productivity an increase of about 3 OJo would create a position 
equivalent to that achieved following last year's general wage order. 

(g) The Act, however, requires other factors to be considered, with 
paramount importance being accorded to achieving economic stability. 
Taking all such factors into account there should be a general wage 
order of 2%. 

29. The F.O.L. put forward calculations based on disposable (tax paid) in
come. It argued that it was necessary to determine a standard actual gross 
wage rate from which tax effects might be calculated. It contended that this 
merely establishes the movement in gross wage rates necessary to adjust 
disposable income to a stable trend. It followed that on this view the Court 
should take into account the present levels of disposable income of wage and 
salary earners. It contended that the Court was required to consider 
movements in the consumers' price index and in the incomes of wage and 
salary earners, etc. It pointed out that this provision does not specify either 
gross or disposable incomes, but merely "incomes". This amounts to arguing 
that there is nothing which prevents the Court from focusing its attention upon 
disposable income. The F .O.L. conceded that this course would have to be 
followed not only in respect of wage and salary earners but also in respect of 
the incomes of other sections of the community. 

30. Mr McKay conceded that the level of disposable incomes is a matter 
which the Court could regard as relevant for the purpose of s. 6(2)(g) which 
enables the Court to take into account "such other matters as the Court con
siders relevant". He went on to argue, however, that the standard of living of 
wage earners could be improved by a reduction in taxation rather than by an 
increase in wages and that while the Court has no jurisdiction to bring this 
about it should, in considering living standards, take notice of the pending 
changes in the tax scales which have been announced in the 1978 Budget. 

31 . The Employers comment was that they do not pay "after tax" wages but 
would have to pay the full gross amount, which would then be passed on in 
prices. They argued that the employers would in fact have to pay the addi
tional taxes but employees would ultimately pay them via prices . They claimed 
that as a result the lower paid would be harder hit than the higher paid. They 
emphasised that taxation is a burden that rests not only on employees but also 
on employers and all other sections of the community. 

32. The C.S.S.O. supported the view of the F.O.L. 
33 . In 1977 the F.O.L. and the C.S.S.O. put forward similar arguments 

which were rejected by the Wage Hearing Tribunal in para. 22 of its decision. 
The Tribunal said: 

"22. The income shares noted above relate to income before taxation. The 
F.O.L. and C.S.S.O. drew our attention to the effe~ts 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 in
cidence of government revenues and expenditures this is a mattter for Parlia
ment. 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." 
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34. We are of the same opinion as the Wage Hearing Tribunal. The taxation 
power is exercised by Parliament and every section of the community is liable 
to pay personal income tax at the rates laid down by Parliament. The Court 
has no power in this direction. We must leave it to Parliament to make such 
adjustments as may be considered desirable or necessary. In this connection we 
must refer to the submission made by Mr McKay and quoted above regarding 
the 1978 Budget. 

35. The Budget was made public during the course of the hearing, and con
tained proposals for tax changes to come into force on 1 October next. The ac
tual changes will have to be made by legislation but a realistic view suggests 
that the necessary legislation will be passed. The new tax rates will, however, 
not have any effect until after 1 October, and amount therefore to a proposal 
for the future. We agree with the F.O.L. that the effect of the changes may 
very well be a matter for consideration if a further wage order is sought next 
year. We do not, however, consider that we should take these proposals into 
account in respect of the present application. 

36. What we have said relates to the proposals for personal income tax 
changes. It does not necessarily follow that we should pay no attention 
whatever to the Budget. For instance, the Budget contains particulars of 
revenue and expenditure expected for 1978-79 and these reveal that it is con
templated that there will be a deficit of $1050M to be borrowed. This com
pares with a deficit of $694M for the year ended 31 March 1978. We think we 
may properly note that this represents a degree of stimulation to the economy. 

37. In 1973/74 New Zealand enjoyed a degree of prosperity - due to high 
overseas earnings - and real wages reached a historical peak. From March 
1974 the downturn set in. When it is remembered that this coincides with the 
sudden unexpected rise in oil prices it is not possible to see this downturn as a 
mere fluctuation which may later be corrected. It marked the end of an era. 
Since then New Zealand as a country has been in the same position as a 
formerly affluent household which has suddenly suffered a severe cut in its in
come: it must adjust to a lower standard of living or face disaster. It may be 
able to borrow to buy time while the adjustment is made, but if it refuses to 
face up to reality, or unduly delays adjustments, it will lose its credit wor
thiness and be unable to borrow further. In that case the borrowing will have 
been in vain - but interest and repayments on it will remain. 

38. It seems desirable to make some reference to the way in which wages and 
salaries in the private sector are settled. The making of a General Wage Order 
does not represent an annual survey of all changes to occur in a particular year 
or period. Awards and agreements are normally made for one year so there is 
an annual round of renegotiation which under present circumstances results in 
increases unconnected with a General Wage Order. We have already set out in 
full s. 6 of the Act and we draw particular attention to ss. (4) of that section. 
What is contemplated by this is that the various criteria set out ins. 6 shall, in 
so far as they have a general effect on the whole country, not be taken into ac
count during the annual rounds of renegotiation but be left for consideration 
when a General Wage Order is sought. This means that movements in the con
sumers' price index and in incomes of wage and salary earners relative to those 
of other sections of the community should not be taken into consideration ex
cept by this Court when a General Wage Order is sought. Whether that is so in 
practice is a matter upon which we cannot help having reservations, particular
ly now that free collective bargaining is the basis for the annual round. In 
respect of many workers increases secured by annual negotiations may be 
more significant than the effects of a General Wage Order although not 
necessarily for all workers. 
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39. The cost of a General Wage Order of 14 percent "across the board" was 
discussed be several witnesses. The Government Statistician suggested $1220M 
to $1230M per annum. It was suggested by Mr McKay that the figure would be 
more in the vicinity of $1371M, while other evidence put the figure as ap
proaching $1400M. Such a figure can only be estimated but as a rough rule of 
thumb it can be said that each one per cent represents close to $100M -
assuming that the increase percolates through to all wage and salary earners, 
and is not limited to those directly affected by this Order. 

40. Referring back to the last paragraph, we checked, as well as we could, 
the estimates of cost put to us. A return put out by the Government Statistician 
shows "total income of salary and wage earners" for 1976/77 and the two 
preceding years. Using the figures for 1976/77 (which are provisional) as a 
base and adding an estimate to allow for the general wage order (6%) of 
March 1977 plus the negotiated increases during 1977 /78 (March year), we 
found an addition of 14% yielded a result similar to the estimate given to us by 
the Government Statistician - differences of opinion as to the amount added 
for the 1977 /78 increases or upwards revision of the provisional figures could 
account for a variation in estimates. The table gives total incomes, and is based 
on tax returns, and any taxpayer whose principal source of income was salary 
or wages is included. Included in those total incomes will be some elements of 
income from self-employment or investments. The effect of this may be to 
render an estimate of the cost of a wage order, based on this table, something 
of an over-estimate. This is not of great moment, but illustrates the difficulty 
in making exact estimates. 

41. The F.O.L., supported by the C.S.S.O., asked that this Order be made 
retrospective, at least to the commencement of the hearing. Some point was 
made of the drawn out nature of the hearing so that it is desirable to point out 
that no delay has been due to this Court - the only real delay was, as explain
ed earlier, at the request of the applicant. A similar request was made in 1977 
to the Wage Hearing Tribunal , but rejected, and the Tribunal expressed doubt 
as to its power to backdate, noting that the Wage Adjustment Regulations 
conferred upon it no express power to backdate an Order. Despite this, Parlia
ment, when enacting the General Wage Orders Act, did not see fit to include 
therein any such power. The Act does include s. 8, which reads as follows : 

"8. Effect of general order - Every general order shall be filed with the 
Registrar of the Court and, subject to the provisions of sections 9 to 13 of this 
Act, shall be deemed to have been incorporated, on and from the date of the 
general order, or on and from such later date as may be specified in the general 
order in that behalf, in every award and collective agreement in force in any in
dustrial district or under the Agricultural Workers Act 1977 and shall have ef
fect according to its tenor." 

We conclude therefore that we are unable to entertain an application to 
make this order retrospective. 

42. Looking at all the submissions and evidence available to us, and keeping 
the criteria in mind, we conclude that it would not promote the economic 
stability of New Zealand to permit an overall increase of anything approaching 
14 percent. Some increase, designed to maintain the living standards of the 
lowest paid, and also to aid in the promotion of industrial harmony, and assist 
workers to some degree in respect of inflation, or the upward movement in the 
Consumers' Price Index, appears to be sustainable and justified. To have the 
greatest impact on the lowest paid workers a "ceiling" or cut-off point is 
necessary. We recognise that , in general, there are objections to this because of 
the compression effect which is produced, and which tends to eat into margins 
for skill and responsibilities. If such wage orders are repeated the cumuJative 
effect leads to a situation which calls eventually for somewhat drastic correc
tion. Nevertheless, on this particular occasion, and concentrating upon a 
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suitable order to meet the needs of the times, we conclude that there is 
justification for a somewhat higher order, but with a limited ceiling which 
reduces the total cost to the economy. We feel the need is to combine the 
minimum of strain to the economy with as much help for the lowest paid 
workers as is practicable. The effect of the order in percentage terms at various 
levels of weekly income is illustrated by the following table: 

$100 $133 $150 $167 $200 $250 
7% 5.26% 4.66% 4.19% 3.5% 2.8% 

Thereafter the percentage continues to fall. Applying such checks as are 
available we estimate that this order will cost something in excess of the cost of 
an order of 40Jo applied without restriction. 

43. This order will operate only in respect of prescribed minimum rates of 
remuneration. There will be no legal compulsion upon any employer to in
crease the rate of remuneration of a worker if that worker is already receiving 
a rate in excess of the nominal minimum rate prescribed in the relevant award 
or collective agreement, after that minimum rate has been increased by the 
amount specified in this order. 

44. Mr J.B. Walton dissents from the order made, and his dissent follows. 
Dated this 3rd day of July 1978. 

(L.S.) R. D. Jamieson, Chief Judge. 

DISSENTING OPINION OF MR J.B. WALTON 
In dissenting from the majority of the Court I do so because I consider it has 

erred on the generous side in a mistaken but genuine and honest endeavour to 
assist the lower paid workers relative to the "high flyers" in some key in
dustries who have taken advantage of their strategic positions in the economy 
to the detriment of their fellow workers and the community at large. 

It is a fact that current unemployment figures are highest amongst the un
skilled categories. It is these people who lack skills who are in the lower paid 
groups. Those of them who are still employed have the greatest cause to be ap
prehensive about their continued employment prospects as the result of an 
Order such as this. What use is a Wage Order to those without a job or whose 
job could be placed in jeopardy because of it? 

In my honest opinion this Order will have a contrary effect on the lower paid 
workers than what is intended as it is patently beyond the capacity of the 
economy to absorb at the present time. It will inevitably be reflected in the 
Consumers' Price Index in the months to come. 

Furthermore the current 1978 round of award negotiations has already com
menced with an opening bid of 11 ½ OJo which if carried through together with 
this Order will bring about total wage increases in 1978 of about 200Jo. How 
much longer can the nation afford to carry on at this level, increasing costs, 
particularly in the vital export sector, with a blithe disregard for falling pro
ductivity? We live by our export income and there is no way that overseas 
buyers will be prepared to meet our increased costs on cold competitive world 
markets, it is the producer in New Zealand who will do this whether he be 
farmer or manufacturer. As the President of the N.Z. Manufacturers' Federa
tion remarked in April last "New Zealanders exhibit champagne tastes but fail 
to recognise we only have a beer income." 

The economy of New Zealand is at the present time undoubtedly poised in a 
fragile position but with a good chance of controlling the inflation which I am 
sure is one of prime anxiety to all thinking New Zealanders. Control of these 
inflationary (orces would be .one of their top priorities as they se~ .Prices con
tinue to escalate (as they will undoubtedly do again after this Order) and sav
ings and pensions diminish in value. 
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Most New Zealanders, I consider, would prefer to see a stable sound 
economy with more value in their dollar than more depreciating dollars in the 
hand chasing increased prices particularly as the tax man is inexorable in his 
take of any increased wages or salaries. 

There is not the slightest doubt that the majority of New Zealanders would 
prefer a reduction of taxation beyond what has already been announced as 
more money in the hand by that means is not reflected in the Consumers' Price 
Index and thus does not perpetuate the vicious wages/prices spiral so long 
prevalent. By granting an Order such as this, it seems to me the Court is to 
some degree ignoring current opinion and the harsh realities of our economic 
position. What is even of more concern, however, is that it has virtually 
discarded the expert testimony submitted at the hearings by the respondent 
parties that the economy of the nation at the present time simply cannot stand 
an Order of any magnitude in which category the present one lies. The appli
cant parties on the other hand called NO witnesses whatsoever (other than the 
Government Statistician to verify figures) so the weight of evidence was quite 
clearly against them. 

It is my sincere hope that this Order will not re-fuel inflationary fires nor 
lead to further unemployment but I have grave doubts. There would also be a 
faint hope that the size of this Order will have a dampening effect upon ex
cessive wage and salary increases in the 1978 negotiation round. As a nation we 
simply cannot afford to carry on much longer with, at the very least, a pro
fligate two tier wage adjustment system. 

J. B. Walton, Member. 

E. C. KEATING, GOVERNMENT PRINTER, WELLINGTON, NEW ZEALAND - 1978 
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