ON THE DRY SIDE THE ACCORD J M Hyde ) ;L'
The Accord between the Labor Farty and the trade union movement
has produced little so far but it is about to be tested.

The government boasted to trade union leaders at the ALTU
Conference that: "In comparison with [thel overseas record, the
gains achisved by Australian wage and salary earners under the
drcord?s wages policy are impressive'". & pamphlet distributed to
union bosses showed that Australian real wages rose at a time
when they fell gquite sharply in many OECD countries. In contrast,
before other auwdiences, Ministers have many times boasted that it
was the Accord which prevented continuation of the wages blowout
af the late seventies and early eighties.

dustralian inflation is twice that of our trading partners,
domestic and foreign account deficits are unsustainable, owr
currency has collapsed and is still falling against major
currencies except the US dollar. Unemployment has fallen, but
conly to about B8 per cent. Our Treasurer has acknowl edged our
descent toward the standards and achievements of Banana
Fepublics. It is not a pretty picture but the evidence which
blames or credits the Accord with any of this is very weak. For
all that can be said to date, the Accord is irrvelevant.

Incomes policies recognise bhe trade of f between the cost of
employment and the number of jobs. Thelr purpose is o enable a
government to reduce inflation and unemployment at the same btime
- tm provide one alternative to rvedusing inflation with
restrictive fiscal and monetary policy and to increasing
employment with unanticipated inflation which reduces real
SArnings.

Incomes policies usuwally buy short run union coosperation by
offering the union managements privileges, including
consultation, closed shops, preference clauses in awards,
immunity from prosecution, illusary tax cuts, deals on fubure
industry ‘develaopment’, and kudos, a tradable commodity in

union elections. These privileges may be used in the

long run against the unemployed. Except over the short term,
incomes policies have an unrelieved record of failure established
in many countries. Nevertheless we have the Accord and we have
the Arbitration Commission. We must do the best we can with them.

The National Farmers Federation (NFF) submission o the
Arbitration Commission in the Nabtional Wage Case, prepared by Mr.
Geoff Carmody an ew-treasury officer now with the consultants,
ACIL Australia, argues that the Adccord has produced no break with
history. Three years of it have seen the Government relying on
monetary policy to control inflation and slow down the collapse
of the dollar. Australian interest rates are relatively high and
chaoking investment. Any circumstance could be worse, but it seems
the Accord has not delivered much to the Government.

So far, I do not believe that the unions, the stronger party to
the Accord, have bheen asked to deliver anything substantial. Now




they should be asked to deliver substantial real Wage outbs,

The cuts will mot only test the Aoccord but Australians? '
willingness ta Aaccept leaderﬁhip in a crisis., I am reasaonably
confident, Particularly since Mr . Feating’s Banana Fepublic
announcement, that Messrs Feating, Walsh and Button and possibly
Mr Hawke will try to encourage us to face facts., I am lesg
confident of Messre Lrean and Felty, but with their test
imminent why Prejudge them.

The recent record ig thisgs After the eriesses of the immediat o
Precaeding Years, real wages have rizen little Since 1983, Feal
unit labour costs have fallen significaﬂtly, and this has erab ] e
employment +e increase and unemployment to fall to eight percent.
However that modest restraint did not require a new found UM o
RRroperation. Because Australians had ot experienced WY G
Uremploayment sinee real wvages were increasaed by deflation in the
early thirties, it was inevitable that Part of the excess real
wage rise would be reversed or absorbed by Productivity gaing,
Other exessive wage rises Bince the thirties, always have heen
at least Partially offeset,

Al though treasury’s Measures of real 1aboyy costs have returned
to early 1970s levels other mountries have done better so that
the price of aur widgets cvergeac has fallen. Unemployment will
remain higher peow than in 1970 wntil labour costs reverse the
wage hikes of 1973-74 and 198182 and reflect ouwr lesg
Eatiﬁfactury terms of trade.

In the thirtieg reversal wasg especially difficult because with
general ly falling Prices, wage “arhners needed to hot Just redure
real wages but ﬁubgtantially redus e nominal wages te give the
Wnenployed a break, In many countries nominal wages have recently
fallen, High inflatimn, which does pot have much elge to
recommend it, will let us reduce real wages by the more politic
expedient of forgoing nominal rises,

The government set itself the Qoals of reducing wunemplayment and
inflation and the ADTU accepted those guals with the firat
Acoord, Yet, the government ! g 5 ta the Commi ssiom fs
calling for ta year of consolidation? v whiioh tnempl ayment will
Not rise above 9% at best. Whatever the ACTU i in Practice
Arepared b arsept, sWrely the government will pot selbtle for guv
Unemployment and twire the inflation of aur trading partrners,

Australians have been SENSUMING more than they have been
RProducing, the Margin is the wacess of inports over exports. Our
balance of trade has to improve., The NFE points out that whatever
morrective amtion is taken Austral ians must produce more that
Will not be available for distribution than has been their recent
habit. Grose Natiornal Expenditure has exceeded Gross National
Product. Now there Paths must cross witp growth of GNE at leaat
two Percentage pointe below that of Epp leaving a surplus to
increase exports to balance foreign account .,
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There ig Mo pool o f productivity bt distributeu Fast prmﬂuctivity
aains have already been distributed tos People whe WETE G e
Unemployved, 4 prmductivity award will CAUGE Wnemployment to be
higher than it could have been,

The Qovernmnent s whiole macera strategy depends MW, ag ¢ always
has, on LR ;e CO-operatioe To produs e WL e restraint, My H&atiﬂg
Was right tpq draw the Uniong? attentiopn to Banana Fepublics, We
are about to See Wwhatheyr the Special rﬁlatimnship between the
Yovernment apgd the wrions can deliver gomething Warth while.



