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MEMBER’S STATEMENT 
Federal Industrial Relations Changes 

HON SHEILA MILLS (South Metropolitan) [6.00 pm]:  John Howard made a speech to The Sydney Institute 
on 11 July 2005 to make his case for his industrial relations changes.  I do not want to use the word “reform” as 
this implies changes for the better - not his proposed changes for the worse based on his own ideological agenda.  
One of the key planks of his argument - to quote his speech - was that “we must unleash a new burst of 
productivity growth to secure our future prosperity”.  He admits that the changes are designed to encourage the 
further spread of Australian workplace agreements.  He argues that productivity growth has been highest in those 
sectors that have moved furthest in the direction of workplace agreements.  It is no little surprise to learn that he 
has based his comments on research conducted by the Business Council of Australia.  However, research 
conducted on the federal government’s claims that individual contracts deliver higher productivity and labour 
flexibility rather than lower wages is highly questionable.  This is shown by comparing Australia and New 
Zealand, and by comparisons over time of productivity figures in Australia. 

During the period when Australia had a collectivist national government and New Zealand had an individualist 
one - exemplified by the New Zealand Employment Contracts Act 1991 - productivity growth was substantially 
higher in Australia.  This was after the two countries had experienced similar rates of productivity for the 
previous 14 years.  For the record, Australian productivity growth increased in the productivity cycle that 
commenced after the introduction of collective enterprise bargaining, but fell back in the cycle that commenced 
with the introduction of the Workplace Relations Act 1998.  An examination of the New Zealand policy 
experiment with the ECA regime offers many lessons to Australia and to the federal government.  During this 
period in New Zealand, the male full-time participation rate in employment fell by 11 per cent, inflation rose 
dramatically to 18 per cent and productivity flat-lined.  New Zealand experienced an increase in income 
inequality, and there was a big growth in the number of families with no adult in paid employment.  The ECA 
did not deliver on labour market participation, productivity or wages.  The wages gap between Australia and 
New Zealand averages 20 per cent, in Australia’s favour.  The current New Zealand government has 
subsequently increased the minimum wage by 36 per cent, but it is still only $8.90 per hour!  This is the scenario 
that Mr Macfarlane, the Minister for Industry, Tourism and Resources, wants to reproduce in Australia.  He 
believes that Australians should have their wages cut so that they are in line with the New Zealand economy.  He 
believes that Australia is a decade behind New Zealand in industrial relations reforms.  However, none of the 
data supports this view. 

The Australian Bureau of Statistics publishes quarterly and annual labour productivity data, and also publishes 
estimates of productivity growth averaged over productivity cycles.  The recent productivity cycle commenced 
in 1999-2000.  The Workplace Relations Act has been in effect for the full period of this cycle.  It has seen a fall 
in annual productivity growth to just 2.3 per cent per annum.  Despite all the claims made, this is below the rate 
of annual productivity growth that applied during the traditional award period.  Since then quarterly national 
accounts have been released to December 2004.  They indicate, as the Reserve Bank of Australia noted in its 
most recent statement on monetary policy, that labour productivity fell by 0.4 per cent over 2004, a decline 
which seems, according to the Reserve Bank, unusually pronounced.  Therefore, claims of increased productivity 
that will result from the implementation of across-the-board AWAs are spurious and are not backed up by data.  
These industrial relations changes are simply about forcing down the cost of labour - the truth let out of the bag 
by Ian Macfarlane.  The Australian evidence shows that collective agreements deliver better wages and working 
conditions than individual agreements. 

House adjourned at 6.05 pm 
__________ 

 
 


