‘Simple explanation for
the unemployment CTISIS

By JOHN HYDE

THE Left is very fond of
pointing out that mar-
kets are not perfect. It
points to market failure
everywhere but where it
is most obvious: in the
labour market. Classical
economists . long  ago
identified monopoly as a
prime cause of market
failure; no one should
now claim that supply
and demand will of
necessity interact to clear
any market in which
either buyers or selicrs
control prices.

Trade urions are monopol-
ists in the labour market, with
the ability to hokl  wages
above the level at which ]
people can find employment,
The employed benefit, in the
short-run at. least, at the ex-

pense of the unemployed. The
Australian lTabour market ex-

emplifies a simple case of [~

classical market failnure! more |
complex explanations are not
necessary nor are they as con-
vincing.

In other markets the autho-
rity of the Trade Practices
Act is employed to stop behay-
four similar’ to that of the
trade wunions in the laboor
market but it is bevend the
power of any democratic
government to compe! the obe-
dience of any  substantial
group which is determned to
be defiant. Tn this scnse, the
unions are above the law and
policticians who promise dup-
ing election campaigns 10 get
tough with the wnions make a
promise  which they cannot
deliver. (Events in Poland
would seme lo indicate that
despotic  governments do  not
find the task verv easy either.)

Wage seltlements are reach-
ed amid much mumbo-jumbo
at the Arbitration Commission
and other wage-fixing tribun-
als in the presence of some
rather. highly-paid - witch  doe-
tors yet the prime .purpose of
these procedurcs is not to set
wages bul to reach agreement
between the parties. The Com-
mission  merely  reflects  ihe
underlying failure: the Com-
missioners  themselves  speak
of  faccommodative arbi-
tration.” The commission is
largely irrelevant to the central
problem. Although they are
charged with the task of hav-
ing regard for the “national

cent while the fourth division
decreased by 8 per cent,

IC s absolutely  vital that
the consequences  of wage
increases are fell by these
who actually  demand  and
grant them. Ciovernmentis,
wherefore, should never trans-
fer the consequences of wage-
hikes in such a way that jobs
lost in other industries, either
by raising taxes or loans to
pay for make-work schemes,
or by raising tarif’s.

Both merely give the pro-
tected workforce a share of
the consumer’s  dollar  that
would otherwise go to otbers
The metal trades in particular
granted wuge increases, the
consequences of  which, with
the help of tariffs they have
passed to others.

One of several reasons for
the wage-hike of the past yeur
was that the Goveramen! had,
by missing its money targets
for threc successive years,
squandered its reputation for
sound monetary management.
Unions  and  employers ex-
pected their excesses to be

o
adopt policies it i3 essential
that they be credible.

All these who aspire to
lead, in particular managers
and politicians, should as evi-
dence of good faith accept a
further reduction in their own
real living. standard as they
esplain that when a nation
suffers a loss of export earne
ings not fully offset by cheap-
er imports then. all all the
people of that mation ntust be
poorer. They must  explain
that  wnder  those circum-
stances to talk of maintaining
real  earnings s dangerous
nonsense, which  concentrates
lost income in unemployment;
and that if some suffer no lost
carnings then others must suf-
fer very big losses.

The story is simple enough
to be understond by the rank
and file unionist and his or
her family. It is their under-
standing and inherent decen-
€y, not laws or arbitration
comnussions, which can o
most to correct the failure of
the labour market. They need
and deserve Jeadership,

interest,” they cannot,

even more

e et < < L L

I

There is no way that we
should expect real wages to
come down to markei-clearing
fevels " uniless  the monopoly
power of the unions s i
some way reduced. 1t is in the
light of this imperative that
government's role  should be
assessed,

The West Australian
Government's efforts to pre-
vent compulsory union mem-
bership by penalising employ-
ers who enter “no tickei, no
job” agreemenis with trade
unions are almost certainly on
the right track. If union lead-
ership musi appeal to rask
and file in order to hold mem-
bership, then they will have to
consider the views of those who
might lose their jobs, -Jest
these people leave that union
and negotiate separately.

Governments, themselves,
are big employers; they shouald
resist extravagant wage settle-
ments  for- their own em-
ployees. Staff ceilings should be
removed and replaced with cash
fimits. . Staff ceilings merely
induce Departments of State
to reduce the numbers of the
least costly officers at the
same time as they make
unnecessary  promotions to
hicher pay scales. Between
1975 and 1981 the number of
first and second division offi-
‘cers was increased by 20 per
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