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IN THE ARBITRATION COURT OF NEW ZEALAND-HOLDEN AT 
WELLINGTON 

In the matter of the Economic Stabilisation ( Cost of Living Increase) 
Regulations 1980 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 
(Hom, C.J., Messrs D. Jacobs and P. L. Oldham) 

The Arbitration Court having considered an application for an order made 
by the New Zealand Federation of Labour pursuant to Regulation 5 of the 
Economic Stabilisation (Cost of Living Increase) Regulations 1980, and 
having heard representatives appointed by the New Zealand Federation of 
Labour, the New Zealand Employers Federation Incorporated, the 
Combined State Unions and the Minister of Finance respectively, and having 
heard evidence from the Governor of the Reserve Bank of New Zealand and 
from the Government Statistician, 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 five per cent. 

2. That for the purpose of this order the words "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. 

3. That for the purposes of this order "remuneration" as defined in the said 
Regulations means salary or wages and all other payments of any kind 
whatsoever prescribed in awards and collective agreements. 

4. That this order shall operate and take effect on the 11th day of June 
1981. 

Dated at Wellington this 21st day of May 1981. 
J . R. P. Hom, Chief Judge. 

On 29 November 1980 there came into force the Economic Stabilisation 
(Cost of Living Increase) Regulations 1980 (S.R. 1980/228). Regulation 4 of 
these regulations says that the Court may on one occasion in the year 1981, 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 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. Remuneration is defined as a salary or 
wages and all other payments of any kind whatsoever prescribed in awards 
and collective agreements. The crucial regulation is Regulation 5 and clause 1 
of that regulation says that the Court shall consider whether an increase in the 
rates of remuneration should be made in order to maintain and improve living 
standards so far as it is within the capacity of the economy to sustain such an 
increase. Gause 2 says that the Court shall also consider: 
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(a) the promotion of employment and economic growth; and 
(b) the maintenance of stability in the balance of payments; and 
( c) the promotion of industrial harmony; and 
( d) movements in the incomes of wage and salary earners relative to those 

of other sections of the community; and 
( e) movements in the Consumers Price Index and other price movements 

including the terms of trade; and 
(f) movements in rates of remuneration ; and 
(g) changes in the rates of personal income tax; and 
(h) any other relevant changes in fiscal policy; and 
(i) such other matters as the Court considers relevant. 
By application filed in this Court, the New Zealand Federation of Labour 

applied for a general order in terms of Regulation 5. On 25 March 1981, Mr 
W. J. Knox, on behalf of the Federation of Labour, presented comprehensive 
submissions and supporting data seeking a general wage increase of 11 per 
cent. On 26 March 1981 this application was supported with submissions and 
statistical data presented by the Combined State Unions. On 13 April the 
New Zealand Employers Federation and the representative of the Minister of 
Finance presented submissions. Evidence was also given by the Government 
Statistician and the Governor of the Reserve Bank. 

FEDERATION OF LABOUR SUBMISSIONS 

The submissions of the Federation of Labour presented by Mr W. J. Knox 
reminded the Court that down to 10 August 1979 general wage order 
applications had been possible under the General Wage Orders Act 1977 (and 
preceding legislation from time to time) but the Remuneration Act of 1979 
repealed that Act as from the 10th of August 1979 and provided for the 
regulation of rates of remuneration by Order in Council. The Remuneration 
Act 1979 itself has now been repealed and the present regulations allow for 
the one application only to be made. The regulations further provide that this 
Court shall not be restricted to events occurring since the Remuneration 
(General Increase) Regulations 1980 which were made under the now 
repealed Remuneration Act 1979. In its application the Federation of Labour 
has chosen September 1974 as the base date for its calculation of an increase 
of 11 per cent. The F.O.L. says that from the view point of analysing trends it 
is better to have a long series than a short one, with arbitrary starting and 
finishing dates . It further says it is possible to use different starting dates 
within the longer term series to examine the relative movements of prices, 
wages and taxes over individual time spans. It says that arguments over these 
movements are often raised in the context of how workers have fared under 
the Wage Adjustment Regulations 1974 (S.R. 1974/143). These regulations 
came into effect on 1 July 1974. They have been amended from time to time 
but the F.O.L. 's claim is that the date of September 1974 means that the 
period reviewed by the F.O.L covers the whole of the period of the operation 
of the Wage Adjustment Regulations and at the same time enables specific 
periods within the longer time span to be identified and analysed. 

The general summary of the F.O.L's submissions can be expressed in the 
following ways. The F.O.L. says there has been a steady decline in living 
standards since September 1974 when the Wage Adjustment Regulations 
were introduced. Further, the decline in living standards i~ exemplified by the 
fall in effective take-home pay which has declined, according to the statistical 
and other matters submitted by the F.O.L., by 11 per cent between 
September 1974 and June 1981. The F.O.L's calculations are based on the 
adjustment of a representative wage by movements in the nominal wage " All 
Jurisdictions Index" over the period, and adjusted for tax at the 'S' code 
which the F.O.L. submitted was the most representative code in the current 
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tax scale. The F.O.L. further notes that there has been a steadily increasing 
growth in unemployment and contends that the decline in employment 
opportunities is directly related to a fall in purchasing power of wages. The 
F. 0 .L. does not consider that increased wages will lead to greater 
unemployment. It submits that a general wage increase of 11 per cent will not 
have a detrimental effect on New Zealand's balance of payments position. 
The balance of payments problems stem from many causes which, it is said, 
have not been resolved by policies of deflation from time to time throughout 
New Zealand's history . It acknowledges that longer term developmental 
policies are necessary to deal with the balance of payments difficulty This will 
take time and the F. 0. L. suggests it will not be helped by allowing the decline 
in living standards to continue with resultant effects of low productivity in all 
industries including the export sector. It makes a point that the export sector 
is also dependent upon the domestic market for some of its sales and a decline 
in those sales would seriously affect the viability of the export sector. 

The F.O.L. recognises that New Zealand's relative export competitiveness 
has declined since 1975. but discounts the argument that this decline should 
be used to keep New Zealand wage rates in check. It submitted data 
suggesting that the balance of payments position deteriorated to its most 
extreme position when New Zealand exports were at their most competitive, 
and that the balance of payments position has improved even during the 
deterioration of export competitiveness. The F.O.L. emphasises the 
relationship of the balance of payments problem to factor~ external to New 
Zealand, such as protectionism in many of New Zealand's trading partners 
such as the E.E.C. and Japan. It points out the transfers to the export sector 
from the domestic sector through the operation of such policies as export 
incentive systems. 

The F.O.L. also submits that much of the industrial unrest which has 
undoubtedly occurred in New Zealand over the last few years has been 
directly related to the question of cost of living. It points out the grave 
difficulties in attempting to compare the incomes of companies and farmers 
with those of salary and wage earners. It discounts the contention that wage 
increases have been the sole or main contributing factor to inflation over the 
period from 1974 to 1981 . It says that a failure to increase wages in relation to 
the trends in inflation must lead to a decline in domestic demand, therefore 
lower growth. It suggests that the average rate of tax paid by a New Zealand 
salary and wage earner has increased and that there is essentially a relative 
decline in real take-home pay It acknowledges the serious constraints upon 
Government in being able to improve livmg standards by changes in the 
personal income scale, and suggests that radical changes in the tax structure 
would be necessary before any real improvement could be created by that 
means. It records the reduction in Government services and the increased 
cost of Government services as having a bearing on the cost ot hvmg or the 
real take-home pay or disposable income of the '>alary or wage earner 

We do not propose at this point to deal in detail with the statistical matenaf 
comprehensively provided by the Federation of Labour , but in short 
summary the F. 0 . L · s calculations suggest that at December 1980 an increase 
of 8. 9 per cent is the amount of general increase required to restore worker~ 
living standards to their September 1974 level, and this is based on a gros~ 
wage less tax at an •s· tax code rate . In forecasting, however. to June 1981 the 
F.O.L. produced material and argument suggesting that 11.1 per cent would 
be necessary to bring the 1974 rates to June 1981. By way of partial 
illustration we refer to Table 1.2 of the appendix to the F.O.L's submissions 
for these figures. In September 1974 the index of take-home pay is placed at 
1000 and at December 1980 it is placed at 2179 . For the same period the 
Consumers Price Index in September 1974 was 627 and in December 1980 it 
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was 1490. The index of effective take-home pay shows at September 1974 the 
base figure of 1000 and at December 1980 a figure of 917. It emphasises in 
several ways that a massive fall in the real value of take-home pay is bound to 
reduce the employment opportunities that the F.O.L. submitted the economy 
is capable of carrying. It suggests that as well as the low level of aggregate 
demand directly related to net take-home pay, there are other causes. While 
the F.O.L. considers that the low level of aggregate demand due to reduction 
in take-home pay is a cause of unemployment in New Zealand there are three 
other major causes. namely a structural cause related to the balance of 
payments problem, the increase of technological change which is commencing 
to affect Ne"' Zealand. and populatton movements because of the annual 
average growth rate of the potential labour forcr which lead~ to 
unemployment and, doubtless, to emigration a~ well. A~ to the balance of 
payments problem the F.O.L. points out what ha~ long been recognised, 
namely the fundamental problem of our economic structure is that it is still 
dependent upon the export of primary produce to maintain the economy. It 
says that New Zealand's economic problem is, basically, how do we reduce 
our import dependence or provide the diversified export base which will 
enable New Zealand to finance the imports necessary to maintain economic 
activity? This is not a short-term problem but one which has been with New 
Zealand through most of its history. It emphasises New Zealand's relative 
insignificance in international economic affairs . It poses for this Court the 
question whether a growth in imports generated by the granting of the present 
application would have a more detrimental effect on the promotion of 
stability in the balance of payments than the continued decline in domestic 
demand resulting in high unemployment. bankruptcy, fall in production 
levels , and , we add . emigration . 

The F.O.L's submissions further analyse the effect of 11 per cent mcrease 
on certain fields. It suggests that in the primal") produce processing field of 
meat, dairy produce and processed food and vegetables the resultin~ increase 
in costs would be 1.9 per cent. As to forestry it is suggested that th~ increase 
would result in 2.4 per cent tu 2 . .., per cent in costs. In the basic metal 
mdustries 1t suggests a general mcrease of 1.5 per cent . In textiles it ~uggests 
the direct effect would be 3 per cent in total costs. It suggests that in the 
electrical machinery field the increased cost would be 3.3 per cent. In 
transport and storage it "uggests an increase ot 4 per (:ent. It urges quite 
strongly that productivity has declined because there has been a reduction in 
domestic demand due to the erosion between 1974 and 1981 of net take-home 
pay. Concerning industrial harmony the F.O.L. maintains that workers are 
less and less willing to become the only section in society prepared to make 
sacrifices, or required to make sacrifices , for the sake of the country as a 
whole. Concerning movements in the Consumers Price Index and other price 
movements . the F O.L. expresses concern at the inflation level. It made 
particular reference to the Consumers Price Index but also indicated that that 
index is not the sole measurement of inflation. Nevertheless , it is widely used 
as such. The F.O.L. points out that the latest estimates by the New Zealand 
Institute of Economic Research suggests that inflation will run in the 15 per 
cent level for the year ending March 1982. Reference was made to a number 
of other matters under that heading. The gradually depreciating exchange 
rate of New Zealand at approximately 0.5 per cent per month amounts to an 
increase in import prices and an increase in inflation. The Institute of 
Economic Research, we were told, predicts a 17 .5 per cent increase in import 
prices for the year ending March 1982. The F.O.L. points out that a rise in 
export prices, which is so desirable for New Zealand, also has an effect upon 
the local consumer particularly in the meat industry. After all, local farmers 
anticipate the same price for their product whether exporting or not. 

The F.O.L. also discussed at some length the effect of tax changes since 
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1974, but maintains that overall no real tax cut has occurred. It suggests that 
the average tax take has increased since September 1974 from 22.7 per cent to 
25.4 per cent. These rates have, however, fluctuated. It maintains that for 
worthwhile increases in household purchasing power to be achieved from 
taxation adjustments it would require either a substantial reduction in 
Government expenditure, which in itself would have some serious effects on 
living standards and unemployment, or the introduction of new wealth taxes 
or the shifting of a proportionate share of the income tax burden back to 
companies and the like. It says that there is no evidence of such a radical 
change occurring so, the F O.L. submits, salary and wage earners will remain 
largely dependent upon wage increases to maintain purchasing power. The 
above items have been mentioned in this part of the decision not to deal 
comprehensively with all the matters raised in the submissions presented by 
the F.O.L., but to indicate the general thrust of the submission and to 
illustrate it in certain specific areas . 

COMBINED STATF UNIONS SUBMISSIONS 

Mr W. E. B. Tucker on behalf of the Combined State Unions presented 
comprehensive and lengthy submissions and, while to a degree they 
overlapped and supported the submissions made by the F.O.L., nevertheless 
there were certain other matters discussed in the Combined State Unions 
submissions to which we now wish to refer. 

The C.S.U. points out that when the wage Adjustment Regulations 1974 
were passed and came into force on 1 July 1974 the then regulation 4 (1) 
granted powers to the then Industrial Commission to make cost of living 
orders by an amount equal to the percentage specified in the order, heing the 
percentage by which the Consumers Price Index had increased for the quarter 
ending 30 June 1974 or the index that was taken mto account for the purpose 
of the immediately preceding cost of living order under that regulation, 
whichever was the later. The original regulations, therefore, envisaged a form 
of direct indexation of wage rates However the powers conferred on the then 
Industrial Commission were never exercised by that body, and the 
submissions proceeded to discuss the reasons . The C.S. U. suggests that a 
restoration of standards of living is not incompatible with the maintenance of 
economic stability provided that appropriate policies are pursued in other 
areas. It emphasises that the present regulations do not require the Court to 
give paramount importance to the promotion of the economic stability of New 
Zealand, but in Regulation 5 (1) to make such order as will maintam and 
improve living standards subject to the capacity of the economy to sustain any 
wage movement. This concept differs from that previously employed. It 
emphasises that consumer prices are paid out of net or disposable incomes, 
and not out of gross incomes, therefore the Court must look at the take.-home 
pay rather than the rate shown in any particular award. It points out that the 
index of retail sales is not an index of living standards but what people spend 
in shops does illustrate, nonetheless, how well off they are. The exclusion of a 
number of items from the index of retail sales makes the use of an index not of 
complete value. Nevertheless the index of retail sales from the Monthly 
Abstract of Statistics and other sources suggests that in the quarter ending 
March 1974 with the index at 1000 the index has now reduced by the end of 
the fourth-quarter 1980 to 833. The C.S. U. produced interesting graphs 
showing real take-home pay and real retail sales between 1974 and 1981, and 
a similar graph showing the index of real take-home pay during the same 
period. These figures were also covered in a different way by the F.O.L's 
data. 

The calculations submitted by the C.S. U. suggest that at the introduction of 
the Wage Adjustment Regulations in 1974 a representative wage was $95.33 
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per week gross or $73.68 net. The estimated adjusted wage by 15 May 1981 
should be $230.48 gross or $172.02 net. In the same period the C.S.U. 
suggests that prices will have increased by 153.27 per cent and that a break
even take-home pay would have to be $186.61 to keep pace and this would 
mean a gross rate of $256 per week. The difference the C.S. U. says between 
the $256 and the current representative wage of $230.48 is 11 per cent. The 
C.S. U. summarises the effect on the economy of an increased rate of pay on 
the basis that there would be a return to the maintenance of living standards 
of wage and salary earners, an improvement in industrial harmony, possibly a 
reduction in the level of unemployment, and possibly a reduction in the 
current account deficit of the central government. On the other hand it 
suggests that the disadvantages would be a small increase in the level of 
consumer prices and a possible deterioration in the balance of payments. It 
points out that the Government deficit would decline because of the increased 
tax take from the increased rates of pay. The submissions discuss a dual effect 
of an increase in wage rates on the employment equation. It suggests that on 
one hand it would allow for an increase in consumer spending which would 
reduce unemployment. and on the other it places some pressure on labour 
costs which could cause employers to seek to economise on labour and hence 
reduce employment levels. A balancing exercise therefore, the C.S. U. 
suggests , has to be undertaken. It points out that certain other forms of 
private household income such as national superannuation are directly linked 
to wage levels and are therefore a form of indexation. The C.S.U. suggests 
that unemployment will only be solved if there is a direct encouragement of 
labour intensive techniques in production and man-input substitution both 
taking place in a climate o,f growth, but notes that these changes cannot be 
implemented simply hy relying on the consequences of holding a level of real 
wage rates. As to the balance of payments proposition the C.S U. suggests 
that this may have no more than a somewhat neutral impact on the amount of 
any wage order that could be made . In other words, the wage link into the 
balance of payments problem is too remote and short-term for any other 
treatment to be accorded to it. 

The submissions made considerable reference to the changes in the tax take 
from companies It said that in 1969 companies paid 31 cents in every income 
taxed dollar collected but by 1979 this had fallen to under 12 cents. The 
submissions analyse in some depth company profits and in a graphic way 
produced a series of newspaper reports of what is happening to company 
profits. The C.S.U . however says that on grounds of compatibility of wage 
adjustments with company profit growth, the evidence is that there was no 
obvious conflict of interest between protecting wage incomes and maintaining 
a satisfactory rate of profit in the economy . The C.S. U. also analysed in depth 
the farming sector factors and we do not at this point propose to refer to these 
in detail. In the result. however, the C.S. U. suggests that there is no 
justification for avoiding a restoration of the real value of wages on the 
ground that it would be either unfaIT in relation to what has happened to farm 
sector incomes or that it would be particularly prejudicial to the interest of 
farmers. This is doubtless a controversial assertion. The submissions also 
dealt in depth with the movements in the Consumers Price Index along 
somewhat similar lines to the submissions presented by the F.O.L. The 
submissions point out that costs and prices can go up even when wages stay 
the same. The submissions refer to the evidence of the Government 
Statistician during the 1978 General Wage Order hearing that his Department 
estimated that if the whole of any general wage increase was passed on in 
prices, prices would rise by 0.376 per cent for every 1 per cent increase in 
wages. The calculation therefore is that if there is an 11 per cent wage 
increase now this should have the effect of increasing prices by 4.14 per cent 
as a final effect after flow-on. The C. S. U. suggests that for the economy as a 
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whole, wages make up about 37.6 per cent of the overall cost structure. In 
other words the C.S. U. endeavours to illustrate that wage control is no 
answer to the problem of the rising cost of living. 

The summary at the end of the submissions is now quoted in part: 
"In the past too much emphasis has been placed on economic strategy 

that has been so narrow in its conception that it has been unable to move 
beyond a fixation with wage rates as the miracle cure for all economic 
problems. The evidence that has been produced here suggests that a wider 
policy response is required if the economic problems that undoubtedly do 
exist are to be solved. Stable living standards can be a constructive force in 
a revised economic portfolio. The Court cannot construct that portfolio but 
it can take the lead in restoring living standards to a more realistic level. " 

SUBMISSIONS ON BEHALF OF THE NEW ZEALAND EMPLOYERS 
FEDERATION 

The case presented by Mr J. W. Rowe on behalf of the Employers 
Federation urged that there is no real case for a cost of living order to ad just 
real disposable wage incomes to the level pertaining in the 1974 third-quarter. 
It was submitted that such a base date was selected by the applicants as 
representing the only period in a span of over 50 years which could be used in 
justification of a wage claim at the present time. The third-quarter of 1974 
was said to be abnormal both with respect to the money wage adjustments 
which flowed at that time, and with respect to the movements of consumer 
prices which were then depressed. The Employers Federation suggests that if 
other base dates are used the application must fail. He submits that the 
proper base date for the Court to use is December quarter 1977 which was the 
latest for most key statistics available to the Court for the then 1978 June 
wage claim under the General Wage Orders Act 1977. If that quarter is used 
as a base then it was urged upon us that real incomes, whether in gross or 
disposable terms, are significantly ahead and that there is no shortfall or 
catchup to be found. The Federation firmly believes that there is no scope in 
terms of economic capacity, nor merit in terms of an established case, in 
allowing a "one-off catchup" cost of living order for this purpose or of the 
magnitude sought. It was submitted that the evidence shows that salary and 
wage earners have advanced their real incomes and living standards and have 
fared better than other groups in the community during the period under 
review. Concerning the projection by the applicant's case forward to the June 
quarter 1981, it was suggested that the applicants are inviting the Court to 
consider, in addition to a catchup argument, the question of future 
compensation for inflation against the next wage round. The Federation was 
of the view that there could be no effective set-off by any cost of living 
adjustment now granted against future levels of settlement in the next wage 
round, and enquired how the Federation of Labour could honour and deliver 
any set-off against the round. 

The Employers Federation pointed out that in the year from June 1980 to 
June 1981, nominal wage rates in the private sector will have risen by 18.7 per 
cent. If this were compounded with the 11 per cent order now sought, it could 
produce an increase within 12 months of 31.80 per cent. Similarly, State 
Service employees in the same period have already enjoyed an increase of 
20.5 per cent. If this were compounded with an 11 per cent order it would 
produce an increase within the 12 months of 33.8 per cent. The Federation 
considered increases of this magnitude would be a frightening boost to 
inflation. · 

That is a summary of the Employers Federation's case and we return now 
to certain aspects of their more detailed submissions. We do not propose to 
deal with every matter contained in those submissions but merely to highlight 
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the main case of the Employers Fede~ation as I?rest:nted comprehensively fa 
us. The Federation asked us to consider the situat10n of the eco!lomy ~s a 
whole and not simply the interests of those in employment for the time bemg. 
Reference was made to a study called "A Model of the New Zealand Labour 
Market" by Mr A. Grimes presented to a conference of the New Zealand 
Association of Economists in February 1981. The essence of the model was a 
conclusion that an increase in money wages reduces employment. Such a 
conclusion was further developed in the Federation's su~missio!1 wit~ the 
thrust that high wage increases for whatever reasons weigh agamst, if not 
inhibit, employment growth and thereby cause unemplo~ent. On the same 
topic an extract was quoted from a speech by the President of the West 
German Bundesbank on 22 January 1981 and we quote: 

"So far as our economic policy is concerned, we . must not delude 
ourselves that additional spending could generate sustamed employment. 
In fact the opposite could well be the case .... I respect the a~tonomy ?f 
the parties to collective bargaining and therefore do not want to mterf~re m 
the bargaining process. But all concerned must kno~ that the parties to 
collective bargaining will be deciding not only on wage mcreases but also on 
the profits of our business community, on investments, and hence on 
employment." 
Reference was made to the modernisation and rationalisation of 

production facilities and it was pointed out that the installation or expansion 
of such is a support for employment as a source of new jobs, but that 
rationalisation or modernisation may be, and often is, designed to reduce 
employment and enhance labour productivity. A considerable amount of 
material was presented relating to the maintenance of stability in the balance 
of payments and it was urged in general that a wage increase at the present 
time would undoubtedly increase the import bill and push the balance of 
payments further into deficit, which in tum would require further recourse to 
overseas borrowing. The current account deficit is increasing for a number of 
reasons including the continuing adverse terms of trade resulting from import 
prices rising faster or as fast as export prices; and that, no amount of wage 
increases will offset the deterioration in real living standards caused by the 
loss of purchasing power arising from Opec oil increases. The essence of the 
submission is that if New Zealand wishes to maintain and expand the value of 
its imports it must increase the volume of its exports. Export subsidisation, 
exchange rate depreciation and exhortation to export would be of no avail if 
labour costs push unit costs above world levels . It is in a depressed 
international market that New Zealand tries to sell its exports . It was pointed 
out that in the early 1970s the farmer , for example, was receiving nearly 60 
per cent of the market prices for his lamb whereas he is now receiving less 
than 40 per cent, and it was submitted that this trend is applicable to other 
agricultural products. The result was that our export competitiveness as 
measured by relative unit labour costs is now significantly below the 1975 
peak. This is relevant to the suggested starting date of the application namely 
1974. ' 

The Employers Federation · discounts the suggestion that industrial 
h~ony would be promoted by a cost of living adjustment. It says that many 
stnkes are due to other and sometimes political purposes and that some of the 
highest paid union members are those who most readily resort to strike action 
and the Federation quotes railway ferry staff, freezing workers, pulp and 
paper workers, etc. The Employers Federation concludes that industrial 
peace is not a ~o~odity which can ~e bought or sold, nor could the making 
of a cost of livmg order promote it. Concerning movements in relative 
incomes, figures were submitted to demonstrate that labour as a factor of 
production has increased its share of national income in the last decade 
although there have been variations. It was submitted that farming incomes 
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and business and investment incomes have had lower shares of private income 
at the end of the decade rather than at the beginning. It was suggested that 
the share of the job takers has increased in relation to the share of the job 
makers, and that the share of the latter is expected to fall further. Those job 
makers who are exporters are assisted by Government policy to see that their 
real incomes are not eroded by further inflation, whereas in contrast there is 
little similar protection for job makers in the home market. This was 
highlighted by figures quoted from the Reserve Bank that in 1969, 57.7 per 
cent of tax paid earnings went to dividend income but that in 1979 the 
percentage was only 41.3. It was contended that the trends disclosed in an 
analysis of the financial position of Lion Breweries Limited were 
representative of other companies and supported the assertion that company 
incomes relative to labour incomes are declining in real terms . There was 
considerable analysis of the fanning incomes and one conclusion drawn was 
that most sheep and beef farmers are now facing a significant drop in net 
incomes this year, whereas in contrast dairy farming incomes are forecast to 
keep pace with "on farm" inflation over the year. The use of the Consumers 
Price Index as a measure of inflation was argued in depth . In particular, 
reference was made to the quarter of 1974 which has been chosen by the 
applicants as the base of the present claim. It is submitted that this was the 
quarter during a time of artificial conditions as successive governments tested 
in the market place their various theories on how to deal with the problem of 
inflation that had its roots , not in a prices explosion , but in a wages explosion 
in 1970. 

The base date selected by the applicant for its claim, namely the third
quarter in 1974, was in the period of a price freeze involving Government 
charges and included the onset of the Stabilisation of Prices Regulations 1974 
under which a control was placed over practically all goods and services in the 
private sector thus creating a further partial price freeze. The terms of trade 
have only briefly, in the second-quarter of 1979, been above the level of the 
third-quarter of 1974 upon which the weight of the applicant's case largely 
rests and no immediate improvement is foreseen. The movements in rates of 
remuneration were also analysed and it was said that the effective nominal 
weekly wages for the sectors coming under the jurisdiction of this Court have 
since the fourth-quarter in 1977 increased by 5.7 per cent, in "other 
jurisdictions" 8.3 per cent and in "all jurisdictions" 6.6 per cent. Other 
jurisdictions principally relate to the State sector. 

It was pointed out, and this will be referred to in other places in this 
decision, that since 1974 there have been two similar applications (although 
under slightly different criteria) and that the last one was in 1978, and 
therefore no base date should be concluded earlier than that of the latest 
information taken into account in that last decision. It is also pointed out that 
in the period of the third-quarter of 1974 there had been some artificial 
measures to hold down costs mainly in the Post Office, rail, and bulk 
electricity charges, and that these would have given a downward influence on 
the Consumers Price Index in that period. This would have resulted in an 
artificial increase in real take-home pay. There was an extensive analysis of 
the effects of taxation changes during the period dealt with in this application. 
The conclusion to be drawn from these moves of the budget since 1975 to the 
present time was that a relatively lighter share of the total tax burden was 
being borne by taxpayers with dependants and especially by those on low 
incomes. The position of living standards was also analysed in depth. It was 
noted that a decline in export prices relative to import prices means that less 
can be bought for a given volume of exports . Between June 1973, when the 
Terms of Trade Index stood at 124, and the figure available as at June 1980 of 
n, there has been a fall of 47 points which represents a reduction of nearly 12 
per cent in the real living standard of New Zealand. However a further 
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measure of real living standards is the average physical consumption of 
economic goods and services as disclosed in the statistics series of real total 
consumption per head, real personal consumption per head and real public 
consumption per head. When these measurements are compared it will be 
found that given the need for New Zealand to adjust to changed external 
circumstances of trade and a deficit in the balance of payments, salary and 
wage earners nonetheless have not borne an unfair share, but have, so the 
Federation submits, fared better than the rest of the community. 

The Federation's submissions then dealt with certain aspects of the case 
presented by the F.O.L. and the C.S.U. It was pointed out that in the Wage 
Hearing Tribunal in 1977 the General Wage Order case was heard and was 
dealt with on the basis of material to the December quarter of 1976, and that 
this Court under the General Wage Order Act in its 1978 hearing considered 
matters up to the December quarter 1977 with the statistics available. This is 
relevant because it is submitted that to return to a 1974 starting date is in 
effect to rehear applications under somewhat similar criteria already heard 
and disposed of. And once again the thrust was that the September quarter 
1974 was artificially high. The Arbitration Court by its decision of 3 July 1978 
at that time rejected the September quarter 1974 base date because of the 
artificially high peak in the 1974 period. The Employers Federation does not 
quarrel with the taxation approach on the choice of an 'S' code since for the 
purposes of wage determination no distinction is made between single and 
married workers. Nevertheless, it points out that the 'S' tax code has the 
redistributive effect of Government policy in favour of dependants and that 
this is a social commitment which the single taxpayer is expected to bear and 
which, so the Employers Federation says, should not be off-loaded onto the 
employer to pay. An attack is made upon the use of an after tax wage 
standard. Employees would, so it is said, ultimately pay the extra taxes via 
prices at some indeterminate period in the future. It was said that the tax cuts 
in Feburary 1981 could amount to a wage increase of 3 per cent. The 
Employers Federation urges the Court to make its decision in terms of gross 
income therefore rather than net income. To do otherwise puts the share of 
income tax assessable on wage and salary earners onto the employers to pay 
and this would inevitably flow on as part of an increase. 

The Employers Federation's analysis of the application suggests that if the 
applicants had used the nominal wage index Arbitration Court jurisdiction 
only, and selected the third-quarter 1974 as a base, the same methodology 
would have produced a claim of 8.7 per cent as from the June quarter 1981. 
By using the "All Jurisdictions Index" the applicants have been able to 
increase the claim to the figure to 11 per cent now sought. On the score of 
economic capacity amongst other things the Employers Federation suggested 
that an increase in wages at this point would be a redistribution of income in 
favour of those still in work at the expense of those who would or may lose 
their jobs as a result. An employer faced with an increased wage bill without 
any great contemporaneous increase in productivity or exportability may find 
it desirable to shed labour rather than pay an increased salary wage bill. The 
Employers Federation ref erred to a study by Mr R. A. Buckle entitled "The 
Inflation/Output and Employment Trade Off: Some Theoretical Considera
tions and Empirical Results for New Zealand", presented to the New 
Zealand Association of Economists' conference August 1980, and it was 
noted among those empirical results that "the initial impact of a rise in 
prevailing wage rates is to increase prices by 64 per cent of the increase in 
wage rates." It further quotes Mr Buckle's estimate that after two years the 
increase in prices is almost equivalent to the initial wage increase. In other 
words the price wage price spiral has a life, so it is said, of about three years. 
One of the final thrusts of the Employers Federation's submissions was that a 
wage order of the size sought would contribute to a worsening of inflation, to 
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unemployment, to an increase in the deficit balance of payments, and to farm 
costs and other factors. It recognises that wage increases have not been the 
sole contributing factor to inflation but suggests that they have been a major 
factor during the 1970s. The Federation argues that the real incomes of salary 
and wages earners are already high by historic standards, over the broad span 
of 50 years (excluding the abnormal peak of 1974) and any effort to force 
them up any higher would have severe adverse reactions in other significant 
parts of the economy. 

GOVERNMENT STATISTICIAN'S EVIDENCE 

The Employers Federation called as a witness Doctor Darwin, the 
Government Statistician, who answered a series of questions some of which 
had been earlier submitted to him. He said that if the 11 per cent increase 
asked for in the present application were granted in full, the increase in salary 
and wages payments for a full year is estimated to be 1410 million dollars and 
an increase in tax revenue of $634 million. Similarly, the increase would result 
in 370 million dollars in repect of Government employees. Doctor Darwin 
estimated that an 11 per cent rise in salary and wage rates would produce an 
estimated increase of 3.7 per cent in the Consumers Price Index. This 
conclusion was based on the assumption that an 11 per cent wage increase 
would be applied to the remuneration of all employe~ and that as a result of 
the wage increase no other factor costs would change. In particular it assumes 
that the level of profit would not increase and that productivity and industrial 
technology remain the same. It assumed that industries would pass on 
increased wage and consequent costs in full and that the increase of 3. 7 
quoted above is the increase that would ultimately occur but that it was not 
possible to say how long that process would take. 

We quote in full his answers to two questions asked by the representative of 
the Minister of Finance: 

Question 1: "What is your estimate of the effect on the C.P .I. of a 10 per 
cent increase in wage rates, assuming that no other input prices alter?" 

Answer: "3.3 per cent. This estimate is based on the structural relationships 
as measured by the 1976-77 update of the 1971-72 Inter-Industry Study 
updated further to 1979-80 using the latest available National Accounts. As 
the question demands it hcJ.S been assumed that no other primary input costs 
change and that productivity and industrial technology remain the same. It 
also assumes that industries pass on increased wages and subsequent costs in 
full." 

Question 2: "What is _your estimate of the effect on the C.P.I. of a 10 per 
cent increase in wage rates, assuming that the following changes to other 
primary input prices also occur as a result of the increase in wage rates: 

(a) percentage mark ups are preserved (or alternatively the value of 
operating surplus rises in proportion to other input costs); 

(b) the rates of indirect taxes remain unchanged, so that the value of ad 
valorem indirect taxes rises in proportion to the value of their base 
( assuming that there is no change in the pattern of expenditures); 

( c) the nominal value of subsidies rises to preserve their real value; 
( d) the nominal value of consumption of fixed capital rises to reflect the 

application of conventional rates of depreciation to the higher 
nominal value or gross fixed capital formation; 

( e) import prices rise by a percentage representing the additional amount 
by .which the New Zealand dollar is depreciated, assuming an 
exchange rate policy which adjusts the exchange rate by an amount 
equivalent to the percentage rise in exporters' costs resulting from 
the above effects?" 
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Answer: "The question calls for an estimate of the effect on the C.P.I. of a 
10 per cent increase in wage rates if there are, in addition, certain changes to 
primary inputs other than wage rates. Please note firstly that I am not in a 
position to verify that the primary input changes postulated in the question 
would actually occur following a 10 per cent increase in wage rates. The 
answer given below depends strongly on the assumptions that lead to it. In 
this respect it is exactly like the answer to Question 1 in that it must be 
considered only in the context of the associated conditions and not reported 
without these conditions being stated. With this caveat in mind I estimate that 
a 10 per cent wage increase and its assumed flow-on effects will lead to an 
increase in the C.P .I. in the region of 8 per cent. I now discuss our 
interpretation of the question. 

The rates of increase introduced in (a), (b), (c) and (d) have been 
interpreted as follows: 

1. An initial 10 per cent increase in the nominal value of Compensation of 
Employees occurs at the beginning of the period when the 10 per 
cent increase in wages is applied. 

2. An adustment process follow in which-
2.1 The nominal value of Operating Surplus ( which is 

approximately equivalent to accounting net profit) rises by 
10 per cent during the period. This includes the increased 
receipts to exporters emanating from exchange rate 
adjustment. 

2.2 The nominal values of indirect taxes, subsidies and 
Consumption of Fixed Capital each rise by a proportion 
reflecting their share of total primary inputs. 

Obviously different assumptions could be made but there is no purely 
statistical basis for choosing between them. 

For external effects constant export and import volumes have been 
assumed and only those price changes that reflect the crawling exchange rate. 
This rate is taken to adjust to the Eercentage increase in exporters ' costs as 
they reflect the changes in (1) and (2) above. The value of imports is taken to 
be increased by the same percentage. It is true that export receipts increase at 
the same percentage, but in the present simple model it is assumed that this 
becomes part of the total increase of 10 per cent in Operating Surplus. 

The following sequence of events has been assumed: 
(A) Domestic Adjustment-The assumptions (1) and (2) above increase the 

C.P .I. by 6.1 percentage points . 
(B) Exchange Rate Adjustment-Exporters are then forced to increase 

prices by 7 per cent. 
(C) Import Price Change, C.P.I. Change and Adjusted Exchange Rate

Following a devaluation of 7 per cent the value of imports rises by 7 
per cent resulting in a 1.7 per cent increase in the C.P.I. At the same 
time there is a feed-back effect on exports, necessitating a further 
devaluation and so on. The final percentage increase in the C.P.I. 
from this process is expected to be 2.2 (if the process is completed in 
one year). 

The total effect on the C.P.I. is the accumulated effect of domestic and 
import-export effects and is 8.3 per cent, or say around 8 per cent. This is the 
answer to the question and is to be read in conjunction with the assumptions 
(1) and (2), the structure of causality imposed by the question, and the type of 
simple model used. 

It could be noted that the answer is of the same order of magnitude as that 
given by Mr R. A. Buckle in a paper "The Inflation/Output and Employment 
Trade Off" presented at the Association of Economists' Conference in 
August 1980." 
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The increase in the Consumers Price Index of 49 per cent on the December 
quarter 1977 to 1?80 was estimated to be 18.3 per cent for salary and wages, 
16.5 per cent for imports and 14.2 per cent for other factors. Doctor Darwin 
was asked to produce an index of effective gross domestic product per labour 
force member at constant 1965-66 prices for the period from March 1971 to 
March 1980 and using the figure of 1000 as the base date for 1965-66 he gave 
the following figures for the effective G.D.P. per labour force member: 

1971-72-1039 
1972-73-1116 
1973-74-1182 (this is the peak level) 
1974-75-1089 
1975-76-1054 
1976-77-1053 
1977-78-1026 
1978-79-1066 
1979-80-1070 

Similar figures were given for G.D.P. for per head of population and we 
quote again as follows using the same date: 

1971-72-1055 
1972-73-1128 
1973-74-1217 (peak period) 
1974-75-1141 
1975-76-1102 
]07"-77-1108 
1977-78-1082 
1978-79-1128 
1979-80-1146 

In answer to questions concerning the exchange rate adjustment on the 
Consumers Price Index, Doctor Darwin said that the rise in the C.P.I. 
attributable to changes in import prices due to a variable exchange rate 
introduced on 1 July 1979, is estimated to be 4.5 per cent to 28 February 1981. 
The effective devaluation between 1 July 1979 and 28 February 1981 is 9.1 per 
cent. There were of course other matters dealt with in the Government 
Statistician's evidence which we have not reproduced here. That does not 
mean that ihey have not been taken into consideration. 

RESERVE BANK OF NEW ZEALAND 

The Court of its own motion decided to call the Governor of the Reserve 
Bank of New Zealand and Mr R. W.R. White produced written evidence on 
behalf of the bank and was questioned about it. Mr White also considered 
that the September 1974 standard was inappropriate in any attempt to 
recapture the situation or living standard at that time because he thought that 
period was unrealistic. He referred to the problem of partially conflicting 
economic policy objectives such as full employment, balance of payments 
equilibrium, and prices stability. He said that New Zealand is emerging from 
a period when real growth in the economy has been almost non-existent 
through a combination of causes. New Zealand has the need to make a major 
effort -to increase the ratio of exports to total production so that we may 
continue to import at a rate which would allow the economy to operate at or 
near to its potential capacity, and he considered that it was clear that so far 
the country has not been successful in achieving this. Even so, considerable 
progress has been made in stimulating export industry. He emphasised the 
place that the balance of payments deficit has in constraint on our ability to 
import. An increase in consumption demand which carries with it a significant 
demand for more imports could not, he thought, be met on a continuing basis 
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at present. In other words, a substantial increase in salaries and w~ges at the 
present time unrelated to gains in productivity and in excess of the current 
inflation rate would undermine the ability of manufacturers to be competitive 
with their overseas counterparts. He said that in the sense that the economy's 
real effective output determines the standard of living possible for the whole 
country then since that output is lower today than 1974, if one group, the 
wage and salary earners, desires to return to the standard of 1974, it would 
need to be at the expense of other groups in the community. 

He does not dispute that the increase in wages would mean an increase in 
nominal expenditure but says it cannot be taken for granted that this must 
necessarily result in a faster rate of economic growth. He says that the 
problem is that rises in prices and wages now react so quickly to each other 
that much of a wage increase becomes absorbed in subsequent price rises and 
is therefore self-defeating. He considers that the stage seems to be set for 
somewhat more favourable growth in the 1980s and therefore it would be 
unfortunate to prejudice such prospects by an excessive wage increase at this 
time, and emphasises that the only proper economic basis for higher real 
wages is higher productivity, mainly in increased real output per employee. 
The hoped for improvement is investment led and he referred to the various 
developments at present and in prospect. He dealt with the maintenance of 
stability in the balance of payments. He referred to the fact that much of the 
manufacturing sector and parts of the servicing sector require a substantial 
input of imported materials and products. Unless we have the foreign 
exchange to pay for these imports, and this exchange can be derived only 
from exports, then industry cannot operate. This could constrain New 
Zealand's ability to promote full utilisation of its resources. Movements in the 
export volume index show a 12 per cent rise in the two years to June 1980, and 
he anticipates a further rise of 5-7 per cent in the current year. He referred to 
the relative unit labour cost series in comparing New Zealand's export and 
cost structure with that of its main trading partners. He says that the series 
showed a relatively stable trend in the period 1962 to 1975 but that since 1975 
trends had altered to show a sharp deterioration in theoretical 
competitiveness. In other words, when relative unit cost competitiveness was 
maintained, our export competitiveness was also maintained sometimes by 
making discretionary adjustments to the exchange rate. He concludes that the 
factors which made the relative unit labour cost series decline, namely, 
relatively high wage increases coupled with low productivity gains, have 
contributed to an erosion in export competitiveness. He also refers to the 
problem whether the comparisons which this Court has to make should be 
made on a post-tax or gross income basis, and prefers the gross income 
proposal. The tax system can be, and is, used by the Government to effect 
redistributions of income between different groups in society. He found it 
difficult to believe that a 29 per cent faster growth in compensation for 
employees than company incomes or 59 per cent faster increase than farm 
incomes (both since 1971-1972) constitute grounds for a further boost in 
employees compensation through a general wage order. He did express the 
view that the case for a substantial wage order at present does not look 
strong. 

He referred to fiscal policy and said that the thrust of Government fiscal 
policy during the past year has been -directed towards the maintenance of the 
level of activity in the short-term, which would not fuel a renewed upsurge in 
inflation and yet which would avoid the danger of a substantial decline, 
bringing with it worse unemployment problems. This has been sought in 
various ways including adjustments to the income tax rates in February 1981. 
He considered that the measures that have been taken are a careful response 
to a situation where any excessive stimulation might rebound against the 
community in a rapid upsurge in inflation and consequent increase in the 
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balance of payments deficit. He considered that a sustainable increase in 
production to meet increased domestic demand ( which would presumably 
follow from a wage adjustment now) is not likely to be feasible because of the 
shortage of foreign exchange, this being a vital element in the production 
pr~ces~. He _quote~ that self-e~ploye_d are i!1 a position, as often as not , to 
~amtam their real m~omes by mcreasmg their charges to match any increase 
~n w~ges and that this would happen thereby increasing prices and boosting 
mflat1o_n. However? many employer~ of lab?ur would have difficulty in 
absorbmg a wage mcrease by reducmg profits or by passing costs on to 
consumers ~ecause of the_ lack of growth or the slow growth in the economy 
and that this could result m pressure to shorten sail and and decrease labour 
~ some instances . His conclusion, in effect, was that any substantial wage 
mcrease would detract from the recovery into which the country is now 
hopefully although slowly emerging. 

SUBMISSIONS ON BEHALF OF 1HE MINISTER OF FINANCE 
Mr C. J. McKenzie, the Deputy Secretary to the Treasury, presented 

submissions on behalf of the Minister of Finance. They are not specifically 
submissions by Treasury itself. By way of summary his submissions concluded 
with the statement: 

"A wage increase does not appear to be warranted in order to overcome 
any lags in the movement of real wages. It would create significant further 
difficulties for the economy in the coming months." · 
We refer to some of the factors with which he supported that conclusion. 

He dealt with some of the history of wage fixing of this nature and 
Government policy from time to time in relation to it. He said that the 
Government believes that the rate of increase in wages since the last hearing 
before this Court has been more than sufficient, both in before-tax and after
tax terms, to maintain the living standards of both wage and salary earners 
and supports that by figures. Nevertheless , the Federation of Labour and the 
Combined State Unions during discussions in 1980 considered there was a 
need for an independent body to arbitrate on the adequacy of cost of living 
compensation, and the tripartite wage talks in 1980 resulted in an agreement 
that there would be an opportunity for unions to seek from this Court a wages 
catchup in the year 1981. He referred to the changes in the criteria from the 
General Wage Orders Act of 1977. He thought it was appropriate to go back 
to the last general wage order decision of this Court in 1978 and produced 
tables based on the wage and tax rates and the price level which prevailed in 
the third-quarter of 1978 once the Court's order of a 7 per cent increase on the 
first $100 of weekly remuneration had taken effect. He disputes the starting 
date of 1974 and refers, as others have, to the fact that the peak then achieved 
was unsustainable subsequently in the face of external events beyond the 
control of this country. He refers to the various wage rates indices which may 
be applicable. He considered that the nominal weekly wage rate index had 
some difficulties in that it measured only movements in award rates and 
excluded movements in above award rates, and also referred to the fact that 
overtime can, as it undoubtedly does, constitute a significant proportion of 
changes in remuneration. The index measures only rates of change rather 
than absolute levels of wage. The prevailing weekly rate index dates from 
1977 and covers the same field as the nominal index, but it does measure 
changes in actual pay rates rather than award rates and is thus able to measure 
most forms of wage drift. Nevertheless , it has disadvantages. 

The Labour Department survey has been done quarterly since February 
1980 whereas previously it was at six-monthly intervals. It covers working 
proprietors and full-time and part-time employees in all businesses and firms 
where two or more persons are engaged but excludes farming, maritime and 
waterfront work. The advantage of the series is that it provides wage. figures 
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in dollar amounts which are amenable for use with the tax scales and 
therefore allows tax paid incomes to be examined. From his analysis he shows 
that by comparison with the benchmark set by the 1978 General Wage Order, 
real wages before tax have grown both in the private sector and in all sectors, 
and that real after-tax wages in May 1981 will have grown by between 3.4 per 
cent and 8.8 per cent since the 1978 benchmark depending, of course., on the 
income level and the tax codes. He says that over the three-year period real 
gross domestic product has increased by 4.5 per cent and effective gross 
domestic product by 4.1 per cent, and that therefore, on balance, there is no 
ground for a cost of living order to maintain real incomes either before or 
after tax. 

The thrust of the Government's case was that movements in wages should 
reflect the economic situation of the country as a whole unless an imbalance 
can be seen to exist. Therefore an unwarranted increase in wages may distort 
the economy in ways which would reduce prospects for sustainable increases 
in employment and real income. He dealt in some detail with the economy in 
recent years and showed that the terms of trade declined sharply from their 
peak in 1973 due largely to increases in import prices, particularly oil, 
accompanied by a decline of rather smaller proportions in export prices. This 
resulted in an abrupt decline in New Zealand's ability to pay for imports. The 
value of exports to our economy lies in the imports that such exports enable 
us to buy. He notes that the fall in the level of the effective gross domestic 
product following 1973, means that attainable living standards have been 
effectively reduced and that this reduction in real income did occur in New 
Zealand after 1974. Real wages, therefore, along with other forms of income, 
fell during the period 1974-1976. The effect of the fall in terms of trade has 
been met in part by overseas borrowing. This level is still relatively high by 
historical standards but, nevertheless, it has permitted a modest resumption 
of real growth. He considers that the period in late 1978 is a suitable time to 
use for a base period against which the current application should be 
considered. 

Unemployment in New Zealand at present arises from the adjustments 
necessary following the changes in the external situation in 1973-75 and these 
changes have proved lasting. The high level of wage costs has caused, he 
considered, employers to hold their demand for workers below the available 
work force. It is now, however, the Government's view that the current 
unemployment in New Zealand is primarily related to movements in real 
wages during the 1970s. Over the last decade real wages did not appear to 
have stayed out of line with average production and incomes, other than in 
the period of adjustment in 1974 to 1977, and have therefore not had 
significant influence on unemployment. By and large, real wage rates have 
reflected the realities of the circumstances. 

Concerning the present economy, he believes that there are now some 
grounds for optimism, more so than in the recent past. The outlook is for a 
moderate rate of growth in export receipts in 1981, nevertheless the position 
is not certain. The Government's strategy is to improve the balance of 
payments, economic growth, and the level of employment by encouraging the 
development of efficient industries which are internationally competitive. 
Therefore it was submitted that an unwarranted increase in wages at this time 
could cause the economy to move from the path which shows prospects for a 
steady improvement in our living standards and more so than we have been 
able to achieve in recent times. He suggested that a reduction in income tax 
would be an appropriate mechanism to achieve an increase in demand and in 
e~ployment,_ sine~ this would enable an eC<?nomic expansion to take place 
without the inflat10nary effect on costs which would result from a rise in 
nominal wages. He emphasises the "pass-on" effect to consumers of an 
increase in wages and the resulting factors from such an increase, s'uch as the 
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passing on of percentage profit margins by those producing goods ancl 
services. He refers to the difficulties facing persons on fixed incomes who may 
have no choice but to reduce their real level of spending if costs increase as a 
result of a wage order. He said that , in previous Court hearings , it had been 
suggested that a general increase in wages results in price increases of 
between 35 and 40 per cent of the wage rise. Doctor Darwin's figure we note , 
was 34 per cent which is not out of line. He referred to the factor that while an 
economy is going through a period of high unemployment and high rates of 
inflation , experience in New Zealand and elsewhere has shown that people 
are likely to increase , if they can, the proportion of their income that they can 
save . In other words , when people receive large increases in income, they 
certainly increase their spending but by proportionately less than the total rise 
in their incomes, and a substantial part of this is saved and , therefore , does 
not get into the spending or stimulating stream in the economy. This reduces 
the possibility of increases in employment because increased demand is not 
fully produced. Concerning the balance of payments situation he says this is 
partly a structural problem and that New Zealand has not always been 
sufficiently encouraging to the development of internationally competitive 
industries in exports . An increase in aggregate demand will have an 
immediate adverse effect on the balance of payments , although a healthy 
balance of payments is not an objective by itself. Living standards can 
increase the more we import , and an external deficit which can be sustained 
by a reasonable level of overseas borrowing is appropriate. The 
Government's judgment is that New Zealand's overseas borrowing may be 
close to the limit of borrowing at this point. It is not possible to adjust to a 
sudden upsurge in the balance of payments deficit by an acceleration of the 
development of exporting and import substitution industries. This is part of 
the Government's strategy and hopefully is designed to eliminate the deficit 
in the longer term, but it is not possible to do so quickly. In other words, the 
impact on the balance of payments cannot be off-set by a rapid increase in 
exports or substitution imports. 

The submission continued that an increase in wage rates will tend to deter 
employers from employing people . This , it is ac~owle~ge~ ,- is ~ebatable 
ground but is nonetheless a factor. It was submitted that very little increase in 
employment would result from a large wage increase . The submission 
disagrees with the evidence cited in the Combined State Union's submissions 
to the contrary. At least there must be major doubts , it is submitted , about 
the possibility of improving the employment situation in New Zealand at 
present by an attempt to provide a significant increase in wages. It was 
pointed out , as had been done by others , that an increase in wage rates may 
give greater incentive to employers to substitute capital intensive technologies 
for labour. He emphasised , on behalf of the Government, that if the economy 
can be held on its present path then there is a reasonable prospect of modest 
growth in output and export , continuing trends which appear to have been 
established and that , in effect , the present application should not be 
permitted to disturb that prospect , looking at the welfare of New Zealand 
overall. He then looked at the specific proposition provided by this 
application to determine if a catchup was needed to adjust for any slippage in 
wage rates in the recent past and said the Government considers that there is 
no case for any such increase . The evidence , he submitted, showed that the 
general wage increases provided by the Government by Regulation in 1979 
and 1980 were adequate in the context of the other wage rises in that period 
(mainly by the annual wage rounds) to maintain wage earner's living 
·standards. -
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FINAL REPLIES BY TI-IE PARTIES 

The Court then proceeded on 27 April 1981 to listen to final submissions 
from all parties and, while a great deal of the material had already been 
presented, it was re-emphasised and certain matters are worthy of further 
discussion at this stage. 

The Court particularly wishes to express its appreciation of the services of 
Doctc,r Darwin, the Government Statistician who, during the course of the 
hearing, presented corrections to a number of tables and other material 
submitted by the parties, and the Court is appreciative of his accuracy in 
providing that material. 

REPLY ON BEHALF OF THE MINISTER OF FINANCE 

Mr McKenzie, for the Minister of Finance, pointed out that, in his 
submission, there was evidence that real incomes of wage and salary earners 
had risen since 1978. If one considered either the period from the December 
quarter 1977 or the period beginning from September 1978 and both to the 
June quarter 1981 using available forecasts, and on both a before-tax and 
after-tax basis, the lowest estimate is a 2.2 per cent increase in wages from 
December 1978 to June 1981, on an after-tax basis (using the prevailing wage 
rate index) and the highest estimate for the same period on the same basis and 
on the after-tax basis could be 8.8 per cent. He went on to say that over the 
three-year period in question the real gross domestic product grew by 4.5 per 
cent and after making allowance for movements in terms of the trade during 
the period, the effective gross domestic product is estimated to have risen by 
4.1 per cent. If the lowest estimate of growth in real take-home pay at 2.2 per 
cent is considered then this is some 2 per cent less than the growth in the 
economy as a whole; whereas if one takes the highest estimate at 8.8 per cent 
this is more than 4 per cent greater than the growth of the economy as a 
whole. 

He suggested that on balance there is little evidence to show that the 
increase in living standards that has occurred since 1978 is less than that which 
was within the capacity of the economy to sustain. There were other matters 
referred to by Mr McKenzie during his submissions but we merely highlight 
some which appear to us to be of significance. 

REPLY BY THE NEW ZEALAND EMPLOYERS FEDERATION 

We now turn to the submissions by Mr J. W. Rowe on behalf of the New 
Zealand Employers Federation and once again we do no more than highlight 
some of the matters to which he referred. He urged that any increase now 
granted should be contemplated (if at all), if it were possible, in some manner 
with the agreement with the Federation of Labour on behalf of the trade 
union movement, to set off any increase against the future wage round. We 
will refer to this matter again later in this decision. 

He referred to the evidence of the Governor of the Reserve Bank, Mr R. 
W. R. White, that in recent years high nominal wage rate increases have been 
accompanied by sharp rises in unemployment; and that since 1977 high wage 
inflation has been associated with low employment growth. In other words, 
without an increase in the effective gross domestic product an increase in 
wages cannot result in any significant increase in the level of employment. He 
urges the need for moderation in wage claims to ensure competitive pricing, 
both with the domestic and the export markets. He again refers to the 
suggested base date in 1973-74 and suggested that this time was then an 
extraordinarily favourable one for New Zealand in economic terms. 
Production was high, export volumes were high, and the terms of trade were 
virtually at an all time high. He does say that import volumes were also very 
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hTgh and that external receipts only just covered external payments. In the 
following year, while production in the local market rose by 14 per cent, 
spending within New Zealand rose by no less than 24 per cent. He refers to 
the OPEC price leap in 1974 and also to the rapid increase in wages and 
salaries in 1973-74 and 1974-75 as a major factor. He suggested that, on the 
basis of the terms of trade, there has been a reduction of nearly 12 per cent in 
the real standard of living of New Zealand between June 1973 and June 1980, 
and that, in comparison and in his submission, wage and salary earners have 
not suffered a 12 per cent reduction over that period. He drew the conclusion 
that this is attributable to a transfer of the burden of reduced living standards 
from wage and salary earners on to other sections of the community. 

He suggested that wage rates based on matters solely under the jurisdiction 
of the Arbitration Court and not including "other jurisdictions" rose by 17 
per cent between March 1980 and March 1981, whereas during the same 
period the Comsumers Price Index rose by only 15.2 per cent. Using the 
effective wage rate scale only, he suggested that from the fourth-quarter of 
1977 to the first-quarter of 1981 effective wage rates had increased by 9.6 per 
cent. He again urged that because salaries, etc. in the State Services area are 
required to follow the private sector through the principle of fair 
comparability, then the index that should be used is the "Arbitration Court 
Index" and not the "All Jurisdictions Index" on the basis (presumably) that 
there is an element of double counting. He refers to the figures produced by 
the Government Statistician which tend to show that an 11 per cent increase 
would flow-on into prices at 3.6 per cent if only wages and salaries changed, 
but if other primary input prices moved in sympathy and in consequence, the 
flow-on effect would be 9.1 per cent. In summary he urged that a "one off 
catchup" attempt to restore real living standards to the 1974 base has no 
economic justification or merit. 

REPLY BY COMBINED STATE UNIONS 

Mr W. E. B. Tucker then presented his reply on behalf of the Combined 
State Unions. He summarised the Employers submission on this basis, 
namely that: 

(a) 2.1 per cent of the claim is invalid because it is based on the "All 
Jurisdictions Index" instead of the "Abitration Court Index"; 

(b) 3 .4 per cent is in dispute because the base date of the third-quarter of 
1974 has been used instead of the Employers Federation's 
preference for the fourth-quarter of 1977; 

( c) 5 .1 per cent of the claim is in dispute in terms of the question of the 
treatment of the effects of direct taxes on living standards. 

Concerning the selection of the appropriate index he points to Section 5 of 
the Remuneration Act Repeal Act 1980 which amends Section 31 of the State 
Services Conditions of Employment Act 1977, and which says, in summary, 
that where any general increase in rates of remuneration determined by 
awards and collective agreements (being a general increase designated as a 
cost of living increase) is affected by or pursuant to regulations made under 
the Economic Stabilisation Act 1948, interim adjustments shall be made to 
give effect to that general increase. He suggests that since general orders have 
applied as of legal right to wage instruments, whether under the jurisdiction 
of the Arbitration Court or of any other Tribunal or authority, it would be 
inappropiate to base an assessment of wage movement and a calculation of 
the amount of movement due at that stage on wage movements that excluded 
about one-third of employees (i.e. State employees) subject to the wage order 
being made. He therefore urges reliance upon the "All Jurisdictions Index". 

He also re-emphasises that previous applications of a similar nature under 
different statutory criteria were to be made against the paramount 
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importance of the promotion of the economic stability of New Zealand. 
Therefore a cut-off date at the last general wage order of 1978 is 
inappropriate. He discounts the Grime's model since he suggests that the 
Reserve Bank itself would not yet place reliance on its forecasts and that it is 
thus a further untested application of a core model of limited value in 
forecasting. He stated that the problems of external payments deficit arise 
largely as a consequence of external price movements ( and of course access to 
foreign markets) whereas evidence on the export competitiveness of New 
Zealand producers shows that the economy was most competitive at the time 
when real wage rates were at, or near, the level to which the F.O.L's 
application seeks to restore them. It may be of some significance that export 
competitiveness declined as real wages fell. On the score of industrial 
harmony, he again reiterates that a cost of living order would promote 
industrial harmony and , if such were not granted, it would force activity into 
the annual wage round where such considerations are decentralised and 
fragmented and the impact of any increases then sought or obtained would 
have an uneven effect on different branches of industry. Concerning relative 
incomes and movements in such, he points to the fact that the Reserve Bank 
share price index rose by 56 per cent between January 1980 and January 1981. 
He referred to material presented by the Government Statistician which 
stated that if an 11 per cent increase was granted and the resulting cost was 
1410 million dollars, then the increase in tax revenue upon that 11 per cent is 
estimated to be 634 million dollars based on an average marginal tax rate of 
45 per cent. He referred to the annual wage round of 1980 which resulted in a 
movement, in general terms, of the order of 13. 7 per cent. He said that if the 
economy could accommodate a 13. 7 per cent wage round without there being 
any dramatic increase in instability, then why should an 11 per cent increase 
now suddenly trigger effects which have not been engendered on other 
occasions? He suggests that the Government Statistican's evidence that 
input/output analysis shows that the proportion of labour to total costs has 
fallen from 38.8 per cent in 1977 to 37.6 per cent in 1978 and 33 per cent in 
1981. From this he suggests there is an indication of a decline in the relative 
cost of labour. 

REPLY BY THE FEDERATION OF LABOUR 

Mr W. J. Knox then presented his final submissions on behalf of the 
Federation of Labour. He urged that the starting date should be about 
September 1974 because a long series is preferable to a short one for the 
purpose of analysing trends; the period selected covers the operation of the 
wage adjustment regulations; and that September 1974 marks the starting 
point of the onset of New Zealand's current economic crisis and is therefore a 
valid starting point to review questions arising in this application. He supports 
Mr Tucker's suggestion that the "All Jurisdictions Index" is the valid one 
rather than the "Arbitration Court Index" and refers also to the amendments 
to the State Services Conditions of Employment Act 1977. He says the fact 
that any increase which may be granted will have legal application to State 
Servants undermines the arguments of the New Zealand Employers 
Federation. He discounts any suggestion that the Court should not go behind 
the 1978 general wage order decision and, amongst other things, says that we 
now know more about the consequences of the economic events of 1974 than 
we did in 1978. He also urges that the present Regulations under which this 
application was made show quite significant changes in the criteria that have 
applied to previous applications of a somewhat similar nature. He, along with 
some others, expressed some regret that the new tax effect index is as yet 
untested. (We ourselves say that it may well be in future that this new index 
could be a most useful one.) He suggests that the decline in real purchasing 
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power recorded since 1974 is the prime determinant of current levels of 
unemployment. He discounts the usefulness of the Grime's model and refers 
to the passage in evidence where the Governor of the Reserve Bank pref erred 
not to comment on the model which was not one endorsed by the Reserve 
Bank, but not of course entirely to be discounted by the Reserve Bank all the 
same. It was an experimental model says the Governor of the Reserve Bank 
and not a forecasting one. He discounts the suggestion that there would be 
increased savings from the effect of any order the Court makes because, 
where real disposable income has fallen, there is little room for such. People, 
he says, will tend to restore their standard of living. (That, we comment, may 
be so at the lower levels of income but not necessarily at a higher stage.) 

He points out that a high proportion of savings are in any event invested 
and advanced to other people by financial institutions, thus the savings re
enter the expenditure stream and expand aggregate demand. He discounts 
the suggestion that future wage increases will lead to increasing 
unemployment. He refers to the difficulties in any assertion that if wages 
increased dramatically, then by reason of cause and effect, unemployment 
must also increase. (This may be su, we comment. or not so.) He discusses the 
promotion of industnal harmony briefly and says, and we quote, 

"With inflation being a constant factor in their lives workers must believe 
that they have recourse somewhere. If it cannot be found here then 
workers will continue to take action elsewhere." 
Such factors could be detrimental to a proper and stable wage policy in 

New Zealand. He refers to the movements in incomes of wage and salary 
earners in relation to those of other sections of the community and to the 
considerable difficulty of establishing any criterion upon which such relativity 
can be examined. In summarising, Mr Knox refers to the substantial decline 
m real take-home pay since 1974 and says that dechne ha~ had significant 
economic consequences, and we quote ) 
''(1) An unprecedented rise m unemployment as aggregate demand has 

fallen and production levels reduced; 
(2) a considerable decline in business confidence which has manifested 

itself in a considerable number of business closures and a low level 
of investment~ 

(3) a decline in the confidence of the New Zealand work force as evidenced 
by the substantial emigration which has occurred, 

( 4) an industrial situation characterised by quite sharp cont1ict~ 
(5) growing disillusionment with an economic system that does not appear 

to handle fairly the distributional problems associated with a major 
economic crisis. In this regard workers see the tax system as being 
particularly inequitable; · 

( 6) a boost to an already high inflation rate as unit costs have risen.,. 
He acknowledges that a wage increase of the amount applied for will have 

short-term costs in relation to inflation and the balance of payments, but 
contends that these costs are not a high price to pay for the easing of the 
problems shown in the quotation just above . If this price is not paid he 
suggests there could be social disunity. He suggested that the effective gross 
domestic product per labour force member has risen 4.3 per cent since 1978. 
He also reiterated that economic criteria should be weighed in the balance 
with other equally important considerations including those of a social nature . 

SUM?viARY OF THE COURT'S VIEWS 

The Court had to consider whether or not a cost of living order should be 
made to maintain and improve living standards so far as it is within the 
capacity of the economy to sustain (Regulation 5 (1)) . The order can either 
increase wages or issue a decision making no order. It has no power to reduce 
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them. The overriding criteria of the former General Wage Orders Act 1977 
(now repealed) required the Court, by virtue of Section's 3 and 6, to give 
paramount importance to the promotion of the economic stability of New 
Zealand. This paramount factor is not included in the present regulations in 
the same form. The change in the text and in emphasis is of significance. 
Regulation 5 (2) sets out the other factors which the Court shall consider and 
these are more extensive than those contained in the General Wage Orders 
Act 1977. In that Act the ability of the economy to sustain any increase is set 
forth in section 2 but this is clearly in that Act subordinate to the requirement 
that paramount importancr was to be given to the economic stability of the 
country as a whole. 

The Starting Date 
An issue of importance is the starting date for any review by this Court and 

the opinions of the parties have been outlined in the earlier parts of this 
decision. As with the General Wage Orders Act 1977, we are not precluded 
by these Regulations from considering a 1974 starting date as urged upon us 
by the Federation of Labour, but nevertheless we can, if we choose. take into 
account two applications of substantially similar nature which had been heard 
since 1974 (one under the 1977 Act) and the effect of those applications and 
the orders made thereon can be taken into account. Important however in our 
consideration is the marked deterioration in New Zealand's economy since 
1974. We do not, therefore, accept the 1974 starting date for any calculations 
of mathematical or economic accuracy but we do take into account, in a more 
general way, changes since 1974, conscious always of the economic downturn 
since that date . 

Incidental Matters 
There are several matters which, while incidental to our deCision. we wish 

to deal with now. In our approach we have tended to prefer the ''All 
Jurisdictions Index" to the ''Arbitration Court Index". We note the effect of 
Regulation 9 (1) which excludes from any order awards which are State 
linked. Any order will flow into those awards indirectly by reason of the State 
linkage and the risk of double counting is thereby reduced. We did not feel 
able at this time to draw any firm conclusions from the "Grime ·s Report" . It 
seems to be of an experimental nature and while we do not criticise it nor 
doubt its validity in the overall sphere of economic research, we do consider 
that its significance needs greater time and experiment before full weight can 
be given to it. That time is not yet. The Employers Federation sought an 
assurance from the Federation of Labour that any increase would be taken 
mto account in the 1981 wage rounds. No assurance was given and, as we see 
it, could not be given. Decisions of that nature would be for individual unions 
not all of whom are affiliated to the Federation of Labour. 

We express the view with some confidence that the increase by virtue of 
this decision should have very considerable bearing on any 1981 wage round 
from the operative date of the increase resulting from this decision. It would 
be quite unfair for any group to seek to acquire its cake both ways. 

Tax Matters 
The effect of income tax ajustments has caused us some problems. Any 

erosiop in standards of living hits most severely at the lower level of wages. 
Tax relief given to such has no direct effect on employers costs, and is usually 
a clear gain to wage earners without any immediate flow-on effect. But we are 
aware of two things, firstly that the Government has to find money from taxes 
for the services it provides for people and, secondly, future tax changes are 
very definitely none of our business. We have taken into consideration the tax 

23 



4458 

changes that operated from February 1981 in particular as a recent 
contribution towards relief from inflation in the hands of workers. 

We now make some comments on the specific matters set forth in 
R~gulat~~n 5 (2). Most of these have been summarised in the earlier part of 
this decision as arguments pro and con by the parties concerned. These have 
been considered with care and we have studied the whole of the figures, 
tables and calculations that have been provided . 

Promotion vf Employment and Economic Growth 
Some mcrease in wage~ could stimulate internal demand and, although not 

necessarily immediately, reduce unemployment. or the rate of increase of 
unemployment. It must be accepted that if labour costs become excessive 
employers tend to turn to less labour intensive operating methods, and 
therefore to shed labour if the cost is too great. On a balance we feel there 
~hould be some improvement in the emplovment field and therefore in 
mtemal economic growth. 

The Balance of Payments 
An increase in wages must affect this adversely, at least in the early stages. 

Export production costs could rise and the demand for imports could 
increase. Both of these are adverse to New Zealand's economic position. We 
realise that other increases in production costs ( apart from wages) such as oil 
prices, tend to reduce our competitiveness m overseas trading. By exports we 
survive and our major export sector is agricultural. 

Industrial Harmony 
It has been said that industrial harmony can be bought at too high a price. 

Nevertheless, workers who at the grocery store face constantly increasing 
prices without a visible increase in take-home pay and who also see or read of 
large corporation operations and profits, are not likely to work harder and are 
likely to feel disillusioned with their lot. This Court and its subordinate 
conciliation and mediation services are well aware of industrial disharmony 
and of the factors which lead to it. Many of these factors are monetary but not 
all. We do not shut our eyes to the fact that there are other and sometimes 
formidable factors leading to industrial disharmony. But erosion of spending 
power, particularly at the lower level of wage earners, is likely to lead to 
disillusionment and to stress in the industrial field. 

Movements and Increases in Incomes of Wage and Salary Earners Relative to 
Other Sections of the Community 

The hearing disclosed difficulty in attempts to quantify or evaluate these 
factors. There are many variables. Incentives in the export field, the 
complications of fanning profits, the incomes of self-employed and 
professional people, these, despite the material presented to us, have made it 
in practical terms difficult to draw conclusions of modest definition or 
accuracy. Some large corporate bodies show increasing profits and 
profitability and returns to shareholders, others , usually smaller, have gone to 
the wall. Nevertheless, looking at this aspect overall we are left with the belief 
that between the lower level of wage and salary earners and those of higher 
levels and in relation to moderate to large corporate bodies, the divergence 
has increased even allowing for the larger tax take at higher income levels. 
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Movements in the Consumers Price Index and Other Price Movements 
Including the Terms of Trade 

Factors involved in this consideration have been summarised in the earlier 
part of this decision and formed a large part of the hearing and of our 
consideration . We are bound to say that in terms of strict economic 
mathematics , it is possible to draw conclusions adverse to the present 
application. The evidence of the Government Statistician quoted earlier has 
been noted by us, particularly where he stated that a 10 per cent increase in 
wages would result in a 3.3 per cent increase in the Consumers Price Index or 
if other inputs followed an increase of 8 per cent approximately . Looking at 
the matter overall and without, as we have said, fixing a precise starting date, 
we have reached the conclusion that there has been some erosion of relativity 
between wages and the Consumers Price Index. In the decision that we have 
reached we have been mindful of the effect upon the Consumers Price Index 
and on inflation generally. 

Movements in Rates of Remuneration 
Each year the annual wage round has resulted in increases of wage rates of 

varying extents but for general purposes these are averaged across the board. 
They cannot be ignored and must be said that to a large degree they have 
provided, in effect, for some cost of living increase in recent times. As a 
matter of la"' it was not until the repeal in 1979 of the General Wage Orders 
Act 1977 that movements in the Consumers Price Index could be taken into 
account in conciliation or arbitration proceedings save under certain rather 
restncted circumstances set forth in that statute. We have, therefore, in 
reaching the decision contained in this document taken into account the 
average increases in broad terms that have been achieved by negotiation or by 
arbitration in recent years. 

Changes in Personal lnLome Tax and in Fiscal Policy 
These again have been summarised in the earlier part of the decision and 

we have already referred to the February 1981 tax adjustment. From any 
suggestion for future policies in income tax and fiscal policies we must refrain, 
and we do so. We express the view that such tax relief as has occurred is of 
greater importance to the lower wage earner. We believe that in the last few 
years tax adjustments and fiscal policy matters, while primarily designed, as 
they should be, to preserve and enhance the economic stability of the country 
as a whole, nevertheless constnute valid attempts to see that the stability of 
the purchasing power of the worker at the lower level is maintained . It seems 
to us that this application and the regulation~ themselves appear to be 
designed to achieve the latter having regard tr, the former. 

Deczsion of the Court 
Taking, therefore. into account all the matters that we have heard and 

including the comments we have just made on specific items , we approach our 
decision on a broad basis. We quote from the 1978 decision of the Arbitration 
Court as follows: 

" . .. the application of the statutory criteria to the known facts cannot 
be discharged with the precision of a 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 demonstratably right, so that any other answer is thereby 
excluded. What is required of the Court is an act of judgment rather than a 
calculation" 
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We . respectfully adopt the same approach. There were strong arguments 
based on strict economic mathematics that there should be no order but we 
do not accept that this must be so. New Zealand's economic condition has 
achieved some measure of stability, although still fragile, and given no 
crea~on of a significant imbalanc~ internally, we perceive hopeful signs, 
medmm and long term. Much of this depends upon export competitiveness. 
Export competitiveness, however, should not be sustained at the undue 
expense of the wage earner and we think we have set out our reasons for this 
in summary above. We consider that internal demand can be enhanced by 
increased wage earnirig and that this could tend to reduce unemployment or 
to reduce the rate of its increase, but we are aware that too great a stimulation 
of internal demand by increased wages could have an adverse bearing on 
export competitiveness. Within the framework summarised in this decision 
we have found that there is a case for a cost of living order to maintain and 
improve living standards, and that some increase in remuneration can be 
sustained by the economy. 

Mr P. L. Oldham disagrees with this decision and his dissenting opinion 
follows. 

Dated this 21st day of May 1981. 
J. R. P. Hom, Chief Judge. 

DISSENTING OPINION OF MR P. L. OLDHAM 

I dissent from the majority decision of the Court on the quantum of the 
Cost of Living Increase Order. While a careful examination of all the factors 
does not, in my opinion, support any order at all being made, the 
practicalities of the situation demand a general increase of some nominal 
amount which, hopefully, will not detract from the economic recovery of our 
country. 

This application for a cost of living increase depended almost wholly on the 
acceptance of the third-quarter of 1974 as the base date from which to 
measure any decline in living standards. While the Court expresses the view 
that the date is not acceptable as a starting date for any calculation of 
mathematical or economic accuracy, it does say that it takes into account in a 
more general way, changes since 1974, conscious always of the economic 
downturn since that date. I am firmly of the opinion that this starting date 
should have been rejected completely as events up to the December quarter 
1977 were considered fully and arbitrated upon in the 1978 General Wage 
Order hearing. This should have largely disposed of the claim. 

The broad economic picture presented in detail by the parties at the 
hearing, in my assessment, does not reveal that the salary or wage earner has 
been disadvantaged. To the contrary, with the adjustments in personal 
income tax effective from February of this year, he has gained ground in 
combating inflation. 

It is not my intention to indulge in prognostications as to the effect of the 
order but I do say that there is no longer a place in our wage fixing processes 
to have superimposed on the centralised or plant wage bargaining arenas a 
general wage order concept if progress is to be made towards economic 
recovery. 

P. L. Oldham, Member. 
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