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...T he  Senates 

softening o f the 

government s agenda 

may actually have done 

Australia a favour.

Individual contracts 
and labour productivity

A
s p r e d ic t e d  h e r e  in  J a n u a r y , t h e  p u s h  f o r  

in d u s t r i a l  r e l a t io n s  r e f o r m  is g a t h e r in g  

p a c e .  G o v e r n m e n t  m e m b e r s  a n d  b u s i ­

n e s s  le a d e r s  a r e  a l r e a d y  o u t  s p r u ik in g  t h e  c a s e  

f o r  a  s in g le  n a t io n a l  IR  s y s te m , a n d  t h e r e  a r e  s o lid  

a r g u m e n ts  fo r  it: c o s t,  r e m o v a l  o f  d u p l ic a t io n  a n d  

g r e a t e r  c o n s is t e n c y ,  to  n a m e  b u t  t h r e e .  D e s p i t e  

t h e  c o n t r o v e r s y  s u r r o u n d in g  s ta te s  r ig h ts  a s p e c ts  

o f  th e  p r o p o s a l ,  it  c a n  h a r d ly  b e  d is p u t e d  t h a t  th is  

is th e  s o rt  o f  b ig  p ic t u r e  p o l ic y  d e b a te  e c o n o m is ts  

h a v e  b e e n  c a l l i n g  fo r .  Its  g o a l  —  a  m o r e  e f f i c i e n t  

a n d  p r o d u c t iv e  A u s t r a l ia n  e c o n o m y  —  c a n  h a r d ly  

b e  c h a l le n g e d .

B u t  t h e r e  a r e  o t h e r  w o r r y i n g  a s p e c t s  t o o .  

T h e r e  is a  t e n d e n c y  t o  a s s u m e  t h a t  a l l  t h e  o t h e r  

s u g g e s te d  c h a n g e s  w i l l  a u t o m a t ic a l l y  b o o s t  o u r  

p r o d u c t i v i t y .  A  c a s e  in  p o i n t  is i n d iv id u a l  c o n ­

t ra c ts . In  a l l  t h e  c o m m e n t a r y  a b o u t  t h e  n e e d  fo r  

t h e m ,  t h e r e  is  a n  a lm o s t  t o t a l  a b s e n c e  o f  p e r ­

s u a s iv e  e v i d e n c e  t o  s a y  w h y  t h e y  w i l l  p r o d u c e  

t h e  d e s ir e d  o u t c o m e .  T h is  is e s p e c ia l l y  a la r m in g  

w h e n  t h e  h y p e r b o le  is s o  o b v io u s .  P e te r  C o s t e l lo ,  

f o r  e x a m p le ,  s ay s  in d iv id u a l  c o n t r a c t s  a r e  'a  l i f e ­

t im e  p r o d u c t i v i t y  o p p o r t u n i t y ' .

B e fo r e  w e  a l l  g e t  t o o  e x c i t e d ,  w e  s h o u ld  t a k e  

a  lo o k  a c r o s s  t h e  T a s m a n .  In  t h e  e a r l y  1 9 9 0 s ,  

N e w  Z e a la n d  d id  e x a c t ly  w h a t  o u r  g o v e r n m e n t  

is n o w  p r o p o s in g .  T h e  E m p lo ym e n t C on trac ts  A c t  
1991  b r o u g h t  in  a  s y s te m  o f  e m p l o y m e n t  r e g u la ­

t io n  b a s e d  f i r m ly  o n  in d iv id u a l  c o n t r a c t s .  It  s a w  

e m p l o y m e n t  r e la t io n s h i p s  as  n o  d i f f e r e n t  f r o m  

a n y  o t h e r  c o m m e r c i a l  c o n t r a c t s .  U n io n s  w e r e  

r e le g a t e d  to  a  m i n o r  r o le .  C o u r ts  o f  l i m i t e d  ju r is ­

d ic t io n  r e p la c e d  in d u s t r ia l  t r ib u n a ls  a n d  h a n d le d  

w o r k p la c e  c la im s  a s  m e r e  c o n t r a c t u a l  d is p u te s .  

B u s in e s s  a n d  t h e  c o n s e r v a t i v e  s id e  o f  p o l i t i c s  

h e ld  o u t  g r e a t  h o p e s  f o r  th e s e  c h a n g e s .  T h e y  s a id  

t h e y  w o u ld  r e v o lu t io n is e  N e w  Z e a la n d 's  la b o u r  

p r o d u c t iv i ty .

In  A u s t r a l ia ,  b o t h  t h e  K e a t in g  a n d  H o w a r d  

g o v e r n m e n t s  p u r s u e d  b e t te r  p r o d u c t i v i ty  t h r o u g h ­

o u t  t h e  la s t d e c a d e .  T h e  In d u s tr ia l R e la tio ns  Re­
fo rm  A c t 1993  a n d  t h e  W o rk p la c e  R e la tio ns  A c t  
1996  m a d e  n o t a b le  d e r e g u la t o r y  c h a n g e s  t o  la ­

b o u r  la w s . O v e r a l l ,  th e s e  c h a n g e s  w e r e  im p o r t a n t  

b u t  less r a d ic a l  th a n  th e  H o w a r d  g o v e r n m e n t  a n d  

its  b u s in e s s  c o n s t i t u e n c y  w o u ld  h a v e  l i k e d .  T h e y  

f e l l  s h o r t  o f  th e  'b ig  b a n g ' N e w  Z e a la n d  a p p r o a c h  

t h a t  in  o n e  g ia n t  s te p  t o o k  t h e  K iw is  s t r a ig h t  to  

i n d i v i d u a l  a g r e e m e n t s  a n d  a  f u l l y  d e r e g u la t e d  

l a b o u r  m a r k e t .  T h r o u g h o u t  t h is  p e r i o d ,  t h e r e  

w e r e  p e r s is te n t  c a l ls  fo r  e v e n  m o r e  d e r e g u la t io n  

in  A u s t r a l ia .  W e  h a d  n o t  g o n e  fa r  e n o u g h ,  it  w a s  

c la im e d ;  w e  s h o u ld  lo o k  a t  w h a t  o th e rs , l i k e  N e w  

Z e a l a n d ,  w e r e  d o i n g .  T h e s e  b e c a m e  p e r e n n ia l  

c a t c h c r ie s .  S o  m u c h  s o  t h a t  S e n a t e  o b s t r u c t io n  

o f  f u r t h e r  IR  c h a n g e s  w a s  r e p e a te d ly  in v o k e d  as  a 

r e g r e t t a b le  b r a k e  o n  o u r  p r o d u c t i v i t y  g r o w t h .

T h is  h a s  c o n t in u e d  t o  t h e  p r e s e n t  d a y . P r o ­

p o s a ls  fo r  m o r e  IR  r e f o r m  a g a in  f e a t u r e d  h e a v i ly  

in  o u r  r e c e n t  e le c t i o n  c a m p a ig n .  W i t h  c o n t r o l  o f  

b o th  c h a m b e r s  s o o n  to  b e c o m e  a  r e a lit y ,  t h e  g o v ­

e r n m e n t  h a s  t a l k e d  u p  in d iv id u a l  c o n t r a c t s  a n d  

m o r e  IR  d e r e g u la t io n  as  t h e  a n s w e r  to  n u m e r o u s  

e c o n o m i c  p r o b le m s ,  t h r o u g h  im p r o v e d  la b o u r  

p r o d u c t i v i ty .  T h is  m a n t r a  th r e a te n s  to  b e c o m e  in ­

d is p u t a b le  ' t r u t h ' .  B u t  is it? N o t  if  N e w  Z e a la n d 's  

e x p e r ie n c e  is a n y th in g  to  g o  b y . F a r f r o m  b e in g  a n  

i m p e d im e n t  to  b e t te r  la b o u r  p r o d u c t i v i ty ,  t h e r e  is 

e v i d e n c e  t h a t  A u s t r a l ia 's  m o r e  g r a d u a l  d e r e g u la ­

t io n  h a s  a c t u a l l y  d r i v e n  fa r  b e t te r  o u t c o m e s .  T h e  

S e n a t e 's  s o f t e n in g  o f  t h e  g o v e r n m e n t 's  a g e n d a  

m a y  a c t u a l l y  h a v e  d o n e  A u s t r a l ia  a  fa v o u r .

W h e n  N e w  Z e a l a n d 's  g r e a t  IR  a d v e n t u r e  

b e g a n  in  1 9 9 1 ,  its  T r e a s u r y  m e a s u r e d  n a t io n a l  

l a b o u r  p r o d u c t i v i t y  a t  a r o u n d  5  p e r  c e n t  b e t t e r  

t h a n  A u s t r a l ia 's  [s e e  t a b le ] .  A f t e r  ju s t  f o u r  y e a rs  o f  

f u l l  d e r e g u la t io n  t h e y  h a d  a l r e a d y  f a l le n  b e h in d  

u s . O v e r  t h e  n e x t  f iv e  y e a rs  t h e y  d r o p p e d  f u r t h e r  

a n d  f u r t h e r  a s te r n . B y  t h e  t im e  t h e  E m p lo y m e n t 
C on tra c ts  A c t w as  r e p e a le d  in  2 0 0 0  in  f a v o u r  o f  

a  m o r e  in c lu s iv e  IR  m o d e l ,  N e w  Z e a la n d 's  la b o u r  

p r o d u c t i v i t y  w a s  m o r e  t h a n  8  p e r  c e n t  b e h in d  

A u s t r a l ia 's  —  a  1 3  p e r  c e n t  t u r n a r o u n d  in  ju s t  

n in e  y e a r s . U n d e r  t h e  s y s te m  p r o p o s e d  t h e n  a n d  

n o w  b y  th e  c h a m p io n s  o f  to ta l d e r e g u la t io n ,  N e w  

Z e a la n d  b o o s te d  la b o u r  p r o d u c t i v i t y  in  t h e  1 9 9 0 s  

b y  le s s  t h a n  1 5  p e r  c e n t .  In  t h e  s a m e  p e r io d ,  

A u s t r a l ia 's  p e r f o r m a n c e  w a s  u p  b y  3 0  p e r  c e n t ,  

d e s p i t e  c o n s ta n t  b u s in e s s  c a r p in g  a b o u t  o u r  i n ­

d u s t r ia l  r e la t io n s  s y s te m .

Australia/New Zealand Productivity Series 
— Labour productivity 1988-2000

Year [March] Australia New Zealand
1988 1.0000 1.0000
1989 1.0276 1.0825
1990 1.0552 1.1119
1991 1.0524 1.1048
1992 1.0772 1.1391
1993 1.2227 1.1332
1994 1.1366 1.1551
1995 1.1669 1.1369
1996 1.1724 1.1440
1997 1.2193 1.1810
1998 1.2593 1.2069
1999 1.3131 1.1975
2000 1.3641 1.2652

New Zealand Treasury 03/06 Productivity in Australia 
and NZ 1988-2000; Table 7

E v e r y b o d y  —  g o v e r n m e n t ,  in d u s try  a n d  w o r k ­

e rs  —  s h o u ld  w a n t  t h e  b e s t  l a b o u r  p r o d u c t i v i t y  

A u s t r a l ia  c a n  g e t . It is in  a l l  o u r  in te re s ts . B u t  s im ­

p ly  t h r o w in g  w o r k e r s  to  t h e  w o lv e s  o f  i n d iv id u a l  

b a r g a in i n g  a n d  t o t a l  d e r e g u la t io n  is n o  s u r e - f i r e  

r o u t e  to  t h a t  o u t c o m e .  It h a d  e x a c t ly  t h e  o p p o s i te  

e f f e c t  in  N e w  Z e a la n d .  W e  s h o u ld  b e  c a r e f u l  n o t  

t o  m a k e  th e  s a m e  m is ta k e  h e r e .  A t  th e  s a m e  t im e ,  

A u s t r a l ia  c o u ld  p r o f i t a b ly  lo o k  a t  its c o m m i t m e n t  

t o  e d u c a t i o n ,  t r a in in g  a n d  s k i l ls  f o r m a t io n  as  fa r  

m o r e  f e r t i l e  p r o d u c t i v i t y  s o i l .  A n d  w e  m ig h t  a l l  

r e m e m b e r  t h a t  j o b  g r o w t h  t h e  g o v e r n m e n t  is u n ­

d e r s t a n d a b ly  p r o u d  o f  h a s  t a k e n  p la c e  u n d e r  t h e  

s y s te m  o f  la b o u r  r e g u la t io n  t h e y  n o w  d e r id e .  ■
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