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INTRODUCTION.

The centrsl aim of this thesis is to evaluate eriteria on
which the Full Bench of the Commonwealth Conciliation and
Airbitration Commission may aosaihi}ﬂﬁ;aé.éﬁéir decisions on
whether incresses in the minimum permissible wage payable to

male adult workers in Australia is below, the same as, or
above increases in the consumer price index, over the period
1956 to 1976. The emphasis is on attempting to determine
whether the status of minimum wage increases in relatiomn to
consumer price index increzses has been consistently dependent
on one or more economic type factors throughout this period.
The three ways in which the data is examined is, firstly, with
d=ta relevsnt to 21l minimum wage increases in the peried 1956
to December 1976 included; secondly, with the data for the
qusrterly wate indexation decisions of 1975 - 1976 removed and
thirdly with the data pertinent to the 1975 and 1975 minimum
wage incresses considered separately. Thafnanipulation of data
concerning the minimum wage increases awarded under the index-
stion gunidelines,was considered necessary because the minimum
Wwsge incresses granted under the wage indexation guidelines,
differ from the minimum wage increases otherwise granted in a
number of respects. Firstly, under the wage indexation guide-
lines, minimum wage incresses have been granted at roughly three
monthly intervals, in contrast to those granted prior to 1975,
most of which were granted =t intervals of aporoximately one
yesr, with a gep of three years ocecurring in one instance, bet-
ween 1961 snd 1964, GSecondly, the minimum wage increases granted
under the wage indexstion guidelines constitute 2 group of mini-
mum wase incre=ses purportedly-granted under stated guidlines,
which is not the c=se with sny particular group of minimum wage
incggeaea granted prior to 1975. It is of interest to determine
i %he minimum wage incre=zses granted under the wsge indexation
guidelines markedly affect the observations of the perioed 1956 -
1976 as 2 whole and whether the criteria applicable to the wage
indexation period differ from those, if any, which may have been
consistently applied by the Full Bench over the period May 1956
to December 1976.

The resesrch discussed in this thesis differs from other
current and previous work in several aspects. The research out-
lined in this thesis is the only one yet undertakem in the
Australisn contaxtirusing the difference between the marginal
percentace varintion in the minimum wage and the merginal per-
centa~ e incresse in the Consumer Price Index, ss the dependent
varizble,in » study involving Pearson, partial and multiple
correlation snalysis, over the period May 1956 to December 1976,
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The research embodied in this thesis is also the first inm
: the Australian context, to seek possible underlying factors
3 influencing the differential between marginsl percentage
varistion in the minimum wage and marginal percentage varis- /

tions in the Consumer Price Index over the period 1956 to
1976 inclusive.

Most literature and research desls with minimum wage
increases in the context of the overall proceedings of a National

Jage Case, which, besides minimum wage increases, might also
deal with over-award payments separately, or since 196?,‘§;?$n
overall total wage increase, which incorporates the minimum wage
incrense, 2s well as incre=ses in skill margins.

Existing literature which deals with the minimum wage in-
creases in the overall context of Natiomal Wage Cases, can be
clessified as either legsl or industrial relations literature.
The legal literature consists of the Commonwealth Arbitration
Herorts, which report the vroceedings of easch case separastely
and do not contain any analysis or diacunsioq,andﬂrrtiolas
which =ppeer in the Austrzlian Lrw Journal, These erticles de=1l
with verious aspects of Industrial Lasw and discuss procedures snd
oroceedings in the Conciliation and Arbitrstion Commission from
» legnl and qualitative voint of view, Typical of such articles
is that by A.J.Boulton, in the Australisn Law Journasl, who dis-
cusses 'The National Wage Case, 1975, and the "Indexation" of
/rges'. The srticle contains an outline of events leading up to
the decision to introduce the wa=me indexation guidelines in March
1975, a summary of the comments made by the members of the Full

nch, the wage indexestion guidelines and a speculative discussion
a5 to the reasons for the introduction of the wage indexetion
guidelines. The three suggested reasons Boulton puts forward are -

that waze justice demands the maintensnce of the real value of

wages, that the Commission views gEghigiiggggggg;_nx_!ggg_indexsl
tion as » mezns of regsining control of wage indexation snd that.
_igg Conmission Qio;A_;;g;_indexltion as a means of restoring pro-
fitability, <"’

There are also legal references made in the Austrslian Law

Journal's Law Reports Section, to expression of opinion by members

of the Full Bench, Suech an expression concerning National thé} xkfbj
Cases end the state of mind concerning the opinion of the member ,
of the Full Bench in March 1969, in relstion to minimum wsge T)
swards beinz granted on the basis of equal pay. This particuler

reference was made in connection with the case of the Angliss Group

in The Austrzlasian Meat Employees Union, over the question of

equal pay for uonen}l‘Since various interpretations and applicstions
of various lsws are closely intermeshed and cross referenced, dis-
cussion of issues relevant to minimum wage cases can be found in
cases related to wage awards for partieular occupationsal end in-

dustry -roupge
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Litersture which can be clzssified as industrial relations
literzture, is concerned with issued relevant to industrial
relations in genersl and, on occasion, with minimum wage in-
cresses in National Wave Awards. A scholarly srticle of the
tindustrisl relations' variety usueslly discusses elements of
law, economics and politics, =25 industrial relstions ia an
interdisciplinary d§;¥3éiiﬂa- These articles are usually more
clentiful than those of the purely legal variety. The Jourmal
of Industrial Relations has an article on every National Wage
(ase, which discusses minimum wage increases and other matters
heard at the National Wage Cases. An example of this type of
article is that by Braham Dabschek titled 'The 1975 Natiomal
/ja~e Case: lNow We Have zn Incomes Policy. 3Bnbschock discusses
the history of the evolution of the wage indexation proposals
in considerable detail. The submissions of the Australian
‘ouneil of Trade Unions, the employers and the Commonwealth
jovernment are snalyzed snd discussed in detail, as are the
st=tements 2nd decisions of the members of the Full Bench and
sditorizl comments in various newspapers. In terms of oversll
style, these srticles may be described as law reports with some
snslysis snd discussion tacked on, The discussions in these
articles sre contextusl in a journslistic vein rather thamn
theoreticzl in =n acedemic vein, although they are written by
¢cndemics and lezasl practitionmers. The erticle,in 1974 ,wss
written by John Niewenhuysen of the University of Melbourne,
who is also the author of the 1973 srticle.

The only recent publication which discusses minimum wage
#s well as other wage awards,in = historieal context, rather than
» current affsirs context, is that written by Bede Healey, =
journalist. 'Federal Arbitration in Australia: A Historical
Uutline':&{s an attempted explsnation of Australia's Federsl
arbitration system, in terms of the historisal events that have
shaped its evolution =nd is a journalistic-style contextual
narrative designed for the layman. Healey discusses wage de-
cisions, personslities and events of various periods and bases
his discussion on newsveper revorts and Commonwealth Arbit-
ration Reportse.

Of the scant resesrch work done in related areas, there is
one Bachelor of Low (Honours) Thesis by J. Egzgins, which dis-
cusses '"The Changing Role of The Conciliation and Arbitration
Commission; WNational Wsge Decisions 1953 - 1976. This analyzes
liational Waze Csses in legal and institutional terms rather (s
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than in Lhe semi-econometric [ramework used in this analysis,.

Changes in the le:al framework gnd vrocedures are analyzed,

rgther than the object and eriteris of the decision making process,.

B. Dabsclieck, who is curréptl;r ;o lacturer in the Department of

Industrial .‘ﬁlc;ticngfp‘,{ia';gout?f \@-lgs, nas an ongoing analysis

of the roles of the v:;rious aclors in the Australian wage fixa-

tion ,roceasjentitled #The Hole of The 4.C.T.U, Waze Indexation ,Q,, b cZs

and Income Policy: The Role of The Commission In Australian / p

-~ ‘\:.‘bv; =

age Determinationt,

Thus it can be concluded from the sbove survey that the
historieal quantitative analysis and research for possible fac-
torgs on which the members of the Full Bench consistently base
the megnitude of increases awarded in the minimum wage, and hence,
the status of such increases in regerd to marginal percentage
increases in the minimum wage, constitutesroriginal research,

v
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An Institutional and Historical Introduction to The
Commonwealth Conciliation and Arbitration and To Its
Adninistration of Minimum Wage Awards.
A = The Institutionzl Context.

The Federal arbitration system directly affects more than
two million people in all States. This comes about by the machinery
set up under legislation in 1904, which provided for the establishment
of the Commonwealth Court of Conciliation and Arbitration - which
became known simply as the Arbitration Court. Under further
legislation in 1956-the Commonwealth Conciliaztion and Arbitration
Commission was set up.

Although the Arbitration Court is still in existence, it
has not sat since 1956, so from that year on we are concerned only
with the Arbitration Commission - its more common name. This body
is the most important industrial tribunal in Australia. Its
decisions are generally taken as the standard for action by the
several State industrial tribunals. This does not mean there is
great jealousy between the various wage-fixing systems, but rather
a willing acceptance of national standards.

The Constitution, under which the States became a Federation
on 1 January 1901, gave the new Federal Parliament the power to
make laws with respect to 'conciliation and arbitration for the
prevention and settlement of industrial disputes extending beyond
the limits of any one State.'kq]

So when Federal Parliament set up the new Federal arbitration

system, there was an inbuilt limited power on just what it could

do. The tribunal could only involve itself in industrial disputes
which were interstate in character. Provided this qualification
ﬁggé met, the tribunal would hear both sides of the dispute, and
would reach a decision as to what were to be the working conditions
or rates of pay or both. This would be documented and so become a
Federal award, taking precedence over any State tribunal or other

award.

More than two million out-of Australia's five million
workforce are covered by the decisions<known either as awards or
determinations-of State tribunals:a These tribunals regulate
working conditions and rates of pay or both, which arise from
industrial disputes which are only intrastate in character. State
tribunals differ slightly in name and composition. For example,



Victoria and Tasmania have wages boards-comprising a chairman and

representatives of employers and trade unions. New South Wales,
/

Queensland and Western Australia have industrial commissions.j

Commonwealth public servants-numbering more than 200,000-are
indirectly tied to the Federal arbitration systen."z'l‘heir pay rates
and working condition are set by the Commonwealth Public Service
Board. In the event of non-agreement between the Board and the
unions there is provision for the Public Service Arbitrator to set
the pay figures and working conditions. But appeals against the
Arbitrator's decisions can be taken to a Full Bench of the
Arbitration Commission, and this is how public servants of the
Commonwealth are tied into the system.

The Arbitration Commission comprises lawyers who are deputy=-
presidents with the title of Mr Justice, md the laymen who are com=-
missioners or conciliators. Both groups have charge of all the
Federal awards, which number about 700fg These awards or decisions,
given in the process of 'settling an interstate industrial dispute"“‘r
are an important part of the contract of employment, which binds :
both employers and workers.

Within the Federal arbitration system there is the Common-
wealth Industrial Court, whose members are judges. Part of the
Court's function is to decide questions of law relating to the
rules of registered organisations, to interpret awards and to

impose penalties for breaches of the Federal awards.

In recent years the term 'National Wage Case' has been used
frequently. It is certainly a most important feature of the
Australian system. Issues involving very wide application, such as
increases in the total wage, changes in long service leave provisions,
and extra annual leave, are dealt with by the Full Bench of the
Arbitration Commission. Such cases are known as national ones,
because their decisions flow quickly and automatically to all
Federal awards. State tribunals then usually follow the Federal lead.

A simple example of such a case would be the lodging of a
claim for an increase of a certain amount by the A.C.T.U. on behalf
of a number of unions. The A.C.T.U. would select a particuflar award
and claim 2 dse in its pay rates by that amount. The application
would be put forward as a 'test case' for all other Federal awards.
The employer organisations, in refusing to grant the claim,
immediately bring about an interstate industrial dispute. The Full
Bench of the Arbitration Commission then decides the 'test case'.

In such cases the Commonwealth Government intervenes in the 'public
interest' and puts submissions to the Full Bench on the state of



the economy and the effect of such a change.

These national cases heard by the Full Bench of the Commission
take place in either Melbourne or Sydney.

B = The Development of Minimum Wage and Associated Awards.

The basic wage conce t dates from f;::iiLnd until 1961 the
basic wage itself had been (gceived at intervals, first by the
Arbitration Court, and after 1956, by the Arbitration Commission,
but the Full Bench felt in 1961 that the time was right to launch a
new approach, and that the only issue in February 1962 relating to
the basic wage would be why the money wages fixed at July 1961 should
not be adjusted in accordance with any change in the Consumer Price
Index. In order to give effect to this decision the Bench adjourned
the union's basic wage increase application until 20 February 1962.

The Australian Council of Trade Unions' advocate, Mr.R.J.Hawke,
argued during the case that if the Bench provided for automatic
quarterly cost-of=-living adjustments, the necessity to consider the
state of the economy would disappearl5 Economist Sr.Douglas Copland,
who appeared as a witness for the unions, agreed with him. He
thought it more desirable for the Commission to fix a basic wage
every three years when it would consider the state of the economy,
including long-term trends and improvement in productivity over a
period, and between such fixations to have some machinery whereby
the purchasing power of the basic wage was protected against price

risesjé

In earlier cases comments had been made from the Bench that
a better index should be provided, as the old 'C' Series Index

~
- had become unreliable owing to postewar effects;l but in the 1961

decision the Full ch said the emergence of the new Consumer
Price Index, to replace the 'C' Series Index, had removed some
difficulties, since it had enabled the Full Bench to fix a standard

more likely to be properly maintainable than previcusly. 3

The Full Bench said it had determined as best as it could
from time to time the highest basic wage in money which the economy
could sustain. One of the factors considered was movement in prices.
But while the Commission preferred the Consumer Price Index to the
'C' Series Index, it was not prepared to assume that the new index
would at all times so accurately measure movements in retail prices

that an automatic adjustment could be made to the basic wage.



The application of the Consumer Price Index should always be subject
to contrel by the Commission, which should be able to decide whether
a particular increase or decrease in the Consumer Price Index figures
should be applied to the basic wage. The application of the Consumer
Price Index should always be subject to control by the Commission,
which should be able to decide whether a particular increase or
decrease in the Consumer Price Index figures should be applied to the
basic wage. Consideration of prices, the Full Bench said, should
take place annually. 'We will each year make the assumption that the
effect of movements in the Consumer Price Index should be reflected
in the basic wage, unless we are persuaded to the contrary by those

seeking to oppose the change'. 119

It seemed that once the question of prices was dealt with
in accordance with the Consumer Price Index a review of the economy
and in particular of productivity increases could more properly take
place at longer intervals-every three or four years. The basic wage
fixed in 1961 had taken into account productivity up to June 1960
and therefore the Commission anticipated not having to review the
real basic wage for some three years. The Bench also said the onus
would be on any party opposing such an alteration to show why it
should not be made.

If the price index had risen, the unions had to rely solely on
that facte It would then be for the employers to show either that
the increase in prices was of exceptional character and should not
be reflected in a basic wage increase or that there was some other
special factor in the economy which would make the increase inadvisabl:

The Bench said one of the difficulties of an annual review was
the making of a satisfactory assessment of the economy from the
long=range viewpoint every twelve months. By adopting the new
procedure the Commission felt it would be able more properly to
examine the economy and not be too greatly influenced by short-run
changes from year to year.

Productivity had been mentioned in various judgments by the
Commission and the only issue in relation to this subject between
the parties was whether productivity could be measured with
reasonable accuracy and whether employees had, through wage increases,
received their share of increased productivity.

The employers said the unions had different methodsifor
calculating productivity. Sir Douglas Copland used a method in



which special emphasis was given to population. On the other
hand, Mr.Hawke, for the Australian Council of Trade Unions,
submitted that productivity based on employment was a better guide
from the point of view of wage fixation. ok

The employers used yet another system for assessing productiv-
ity. They urged the Full Bench to look at average earnings as a true
indication of whether increases in productivity had been distributed

to the workforce.

The Full Bench replied that it had to make a decision on
actual amounts, and could not give approximate increases. It granted
an increase of 12s. to the basic wage, saying this would bring wages
up to the purchasing power of the year before. -

B Wt e eyt
By the end of 1968 the trade union movement was already

devoting some study to the gquestion of a minimum type wage. The
minimum wage should not be confused with the basic wage concept.
When the minimum wage was introduced in 1966 it was higher than
the basic wage and was in fact a 'little' total wage. It was set
as a figure below which no Federal award worker could be paid. It
did not apply where workers were receiving wages in excess of the

amount fixed.

Originally under the old system a basic wage increase went
throughout all Federzl and most State awards, benefiting nearly
all the workforce irrespective of the level of their salaries.

The minimum wage applies specifically and only to low wage earners,
who are not getting a sufficient over-award payment. The minimum
wage can be altered without involving a general across—the-board

increase.

The minimum wage came into existence in this way. In 1966
the Full Bench of the Arbitration Commission ordered a detailed
examination into the 330 classifications in the Metal Trades award,
and gave the task initially to Commissioner T.C.Winter.

Apart from ordering an investigation into the Metal Trades
award, the Full Bench also introduced a minimum wage. The presiding
judge, Mr. Justice Wright, said at the time that some temporary
improvement should be made to 31 classifications in the award,



pending the outcome of Commissioner Winter's inquiry. There was no
evidence as to the prevalence of over-award payments in this area
and the new increases to low wage earners' rates were not intended

to be added to any extra above-the-award payments.

'The object of this proposal', said Mr.Justice Wright, 'is
to relieve the position of lowly paid workers, who are on award

2z
rates pending further examination of their position.’' -

Mr.Justice Moore, dealing with the question of the 'low
wage earner', said the problem associated with this group had been
raised by the President in the 1961 basic wage case. In 1966
employers had suggested that there might be a special ingquiry into
the problems of low wage earners, but that no special action should
be taken concerning them at this stage.

The judge said an increase in the basic wage wouid help
the low wage earners, because the basic wage formed a high percentage

of their income. =3

7 This is a crude method of attempting to improve the position

of lower paid workers because it gives an equal increase to all, I/

but it does give some relief., On this occasion, when for the first
time the Commission has competing claims about both basic wage and

Emargins, the Commission can in my view without further inquiry attempt

ﬂIJ some other and special measure to meet the condition of the low wage

earners. It seems toc me proper to write into the Metal Trades
award a provision that no employee working under the award shall
receive as actual pay less than the sum of the basic wage applicable

/_to him and an amount of $3.75 a week. This will have the effect of

ensuring that lowwge earners employed under the Metal Trades award
will receive an increase which should improve their economic situat-
ion. They are probably not great in number and the amelioration of
their circumstances should not have any great economic efkect ovéiﬁi?t

He pointed out that this provision would only be an interim
one. What happened to it in future would depend on the results of
the work value inquiry to be undertaken by Commissioner Winter.

Mr Justice Moore also said it might ﬁé might not be appropriate
to do in other industries what was being done in the metal trades.
The rate for other industries, he said, might have to be different
from that for metal trades, but socme step would have to be taken to
15

improve the position of low wage earners under other awards.



The Full Bench, dealing with the introduction of the

minimum wage, at that stage said consideration had been given to

31 out of the 330 classifications in the Metal Trades award. The
classifications in question had a lower range of marginal rates-from
as little as 90 cents a week to $3.60 a weekZ* The new provision
inserted in the award prescribed that "no adult male employees shall
be paid as a weekly wage for working the standard hours of work,
prescribed by clause 1l and 12, less than the following respective

sums:

$37.25 in New South Wales; $36.45 in Victoria, except at
Yallourn, Hazel Power Station and Morwell Briquette Project ($37.10);
$34.75 in Queensland; in South Australia $36.05, except at Whyzlla
and Iron Knob ($36.55); in Tasmania $37.15, but within 10 miles
of the chief post office, Launceston, 536.75.2'7

The different rates in the States were due to the varying
basic wage figures. These differences came about because of the
varyimg figures in the cost of living adjustments, measured by the
index, between the States.

The Full Bench said it was not intended bt affect the wage
of any employee who was already receiving the prescribed minimum

wage (through over-award payments).'zg

The concept of a minimum wage was also written into other
Federal awards in 1966. 1In 1967 the Full Bench, in introducing
the total wage for the first time also retained the minimum wage.

In deciding to merge the old basic wage and the margin for
skill-as had been sought by the employers since 1964-~the Bench said
the minimum wage would give:

(1) Better protection to those whose needs were greatest,
namely those whose take-home pay would otherwise be
below the standard assessed by the Commission.

(2) More flexibility in assisting them, because the Com-
mission would have more scope tc give them special

2
consideration. s

The Full Bench in 1967 added a $1 increase for that year to
the new minimum wage. In the words of this decision: 'Industrial
justice demands that this standard should be reviewed regularly so
that the special position of the low wage earners will be constantly
attended to's o



The Total Wage Concept.
N ————— e

The basic wage increases in the late 1950s and early 1960s
ssw new demands for changes in the level of the rate for the margin
ﬁogizfi}} on the ground that frequent increases in the basic wage

. the gap between the unskilled and the skilled person in terms
of money for his level of skill. At one stage applications for
increases in both basic wage and margins were submitted at the same

time.

Employers became concerned at the freguent changes-in both
basic wage and margins-so they took a logical step. Why not abolish
the concept of a basic wage, which had been in existence since 1907,
and substitute & single wage-the total wage-which would embrace basic
wage and margins. 3t

They argued that in the early part of the century the concept
of a basic wage-or living wage~had real meaning. But in the post-
World War II erz this was nothing more than a sentimentzl element of
the overall wage. Workers, they said, were more concerned with what
their total wage amounted to rather than how much went into the basic

wage, or how much was for margin for skill, 3&

After the Arbitration Court suspended automatic cost-of-living
adjustments in 1953 examination of the basic wage section was
conducted at regular intervals by the Arbitration Court (later the
Arbitration Commission). On the other hand, examination of the
margins section of the wage was conducted at irregular intervals.

For example, cases dealing with the level of margins for skill
tookplace in 1547, 1952, 1959 and 1963 wheras basic wage cases were
heard four times between 1956 and 1964. With each margins assessment
the Australian Council of Trade Unions argued that the previous
relationship between the basic wage and the margin for skill had been
upset, and that the relationship should be restored by chaming the
level of the basic wage. 32

The employers' organisation claimed that if both basic wage
and margins could be examined at a single hearing, this would combat
the unions' arguments that changes had to be made so as to maintain
the relativity between the two elements of the wage, and moreover if
these two elements could be combined in one single or total wage,
this would be more realistic from a wage fixing viewpoint and more
in touch with reality ~°



The employers in the 1963 margins case before the Full Bench
of the Arbitration Commission had put forward a theory of adjusting
wages within gains in productivity. This had been the subject of
zrgument before the Bench for some years.

In the 1964 Full Bench hearing the employers had an applica=
tion which asked for the removal of the basic wage from the Metal
Trades award, and its replacement by a2 total wage. Their application
also sought increases in wages-to be conditional upon the Bench's
agreeing that 'wages should be kept within movements in productivity'.
The employers' theory was put in this way:

Movements in both wages and productivity should be in con-
sonance with each other. If movements in wages exceeded movements
in productivity, then there would be either an increase in prices
or a drift from profits. Increases in prices were economically and
socizlly undesirable and were inconsistent with the desirable object
of price stability. A drift from profits was also undesirable
because it would adversely impede economic growth.

The employers suggested that the Commission could properly
adjust wages annually within the limits of long-term productivity,
which on recent performance had been estimated at between 1 and 2 per

cent a year.

Such procedure, they said, would ensure a just and equitable
distribution of productivity increases to employees, as well as
ensuring price stability and economic growéh.

The employers submitted that each year the Commission should
look at all the factors in the economy to see where, in the 1 to 2
per cent range, that year's increase would be. For 1964 the increase
should be 2 per cent and this should be added to the total wage and
flow to all Federal awards. °7

The Australian Council of Trade Unions argued strongly
against the abolition of the basic wage and stressed its importance
to lower wage earners. Their advocate, Mr R.J.Hawke, maintained
that the proposals for payment out of productivity would be quite
unworkable because the essential éontrols did not exist.

The Full Bench said that, despite the attractiveness of
greater simplicity an- predictability, they could not implement the
employers' proposal



(at any rate at the present time, particularly as it has not
yet been successfully applied elsewheressssse..Looking back
on history one may argue that it was perhaps vital that the
basic wage or something very like it should have come into
beingese«+«0n the other hand, it may be that if one was now
to start afresh and was charged with bringing into operation
a national wage code, one wauld not worry about creating a
basic wage or anything similar to it.....But it is history
that a basic wage became and remained a2 national phenomenon
and the real problem is whether that phenomenon still $¢
remains of value in the field of national wage fixation.

So the Bench concluded that the employers in 1964 had failed
to demonstrate that the total wage approach was preferable-al though
it might be different if the Commission was to Iring into operation
a national wage code for the first time.

In December 1964 the employers again asked the Arbitration
Commission to introduce a total wage in 1965.

But they used a different approach. The application was in
alternative parts, and in broad terms sought a merging of the
basic wage and margin for skill plus a 1.5 per cent increase in
total wage‘s‘-I A condition of the wage increase offer was that there
would be no other increaseof any kind under the Metal Trades award
(the 'test' award for all others in the Federal system) before
31 December 1966.

Part 'A' of the employer's claim in effect sought the
abolition of the concepts of basic wage and margins, and the
introduction into the Metal Trades award of an obligation to pay
a totzl wage, made up of the sum of the amounts expressed in terms
of basic wage and z margin, plus an amount equivalent to 1 per cent
of such sum.

Part 'B' of the claim did not seek the deletion of basic
wage and margins, but allowed retention and sought both to be
varied by reducing the basic wage by 6s. and adding 6s. to magins,
plus 1 per'cent of the wage then payable.

In the Part 'B' alternative the emplicyers asked that in the
ensuing twelve months the level of basic wage and margins, so far
as the latter was determined upon economic grounds, should be
decided simultaneously.'g{



The Full Bench gave a majority judgment on 29 June 196S5S.

Mr Justice Gallagher, Mr Justice Sweeney and Mr Justice
Nimmo said that as far as the Part '"A' application was concerned,
the Commission should not depart from its 1964 attitudegchhe
Part 'B' application did not involve disappearance of basic wage
and margins, but merely called for a decision whether the Bench
should deal with both on general economic grounds at the same time.
The Part 'B' application enabled them to apply an increase to basic
wage alone, margins alone or partly to one and partly to the other.
Simultaneous consideration of the two elements of the wage on
general economic grounds would remove a source of friction represented
byji;§;;§ claims (changes in the basic wage upsetting the relativity
to margins and therefore sparking off fresh claims).

)

The majority decision of the Bench said it had no hesitation
in accepting the Part 'B' application, and this approach was more
likely to produce coherence and consistency in decisions on

national wage cases than were separate heazings.'ao

The judges said they would not adjust the basic wage with
movements in the Consumer Price Index, as sought by the Australian
Council of Trade Unions. A simultaneous determination of the
appropriate levels for basic wage and margins would be made for the
ensuing twelve months. No increase would be made to the basic wage
as such, but metal trades margins would be increased by 1.5 per cent
of the sum of the six capital cities' basic wage and the margin.
Thus for a fitter whose six capital cities' basic wage was 308s. and
his margin 106s., the l.Sper cent increase of the total 4l4s. gave
him an increase of 6s. '

The minority decision by the President, Sir Richard Kirby,
and Mr Justice Moore was that they would have increased the basic

¢
wage by 85.4

The President said it was clear from the employers'
submissions that the abolition of basic wage and margins sought in
Part 'A' was not dependent on their argument that movements in
award wages should be kept within movements in productivity. But
he felt this part of the claim should be clisnlj.sS|e¢i|-“"j

The minority judgment also said that while there was some
merit in dealing with both elements of the wage simultaneously they
would not accede to the request. +¥



The employers' battle to secure the total wage concept
gained scme ground in 1566. In that year the employers again
sought a total wage and the Australian Council of Trade Unions, on
behalf of the trade unions, wanted increases in both basic wage and
margins. Two Full Benches sat concurrently to deal with these two

aspects.

The employers put in a two-pronged application. They wanted
the basic wage and the margins elements deleted and the total amount
of the wage increased by l.5 per cenc. Alternatively they sought
that the basic wage be increased by 30 cents a week and margins by
1 per cent, together with an increase of 0.5 per cent of the
increased basic wage and margins. &5

The decision was given on 8 July 1966.

The presiding judge, Mr Justice Wright, szid there were two
basic considerations and several subsidiary ones, which led him to
conclude that 'the time is opportune for the adoption of the concept
of a total wage's On merit he favored an immedizte change to the
format of a total wage, but there was some advantage in deferring igf

Mr Justice Gazllagher said that not withstanding his
unequivocal statements in the 1964 decision rejecting the total wage
approach, he had come round to thinking in 1966 that the 'time is now
approaching for the introduction of a total wage system'ﬁ‘7 His

reasons were:

(1) Participation in the 1965 decision that there should be
an annual review of the economy by a single bench and
a simultaneous determination of the basic wage and
margins level for the following twelve monthse.

(2) The circumstances of 1966 in which the basic wage and
margins claims were heard together, and the likelihood
of this procedure being followed. A simultaneous hearing
would conveniently enable consideration of wage rates as
a whole and would obviate the necessity for separate

assessments.

(3) Under the system now being followed an employee would be
expected to think in terms of his wage rate as a whole
and not in terms of so much for basic wage and so much

for margins.
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(4) The circumstances that special provision was about to

be made for employees on lower margins m}.q;y

Mr Justice Gallagher said he again rejected the employers'
productivity theorem-the movement of wages within the expected
productivic range.q q

Mr Justice Moore, who also rejected this theorem, said
that a pattern of wage fixation had developed through 1961, 1963
and 1964 and this was distrubed by the majority decision of 1965.
Although he disagreed with the 1965 decision, it was a fact of
industrial life to which some weight had to be given.

{ This, together with the arguments of the employers as to the
desirability of the Total Wage Concept, now inclines me to
the view, that the Commission should probably ultimately accept
the concept....but wage fixation must be dynamic and those
involved in it prepared to accept change when change becomes
Necessarysessse«=l am not prepared to do more than state that
subject to further argument, I am inclined now to the view
that when we finally deal with secondary wages in this award,
the wages should be expressed as total wages: 50

The Full Bench declined to alter margins at the time, pending
a work value investigation into the Metal Trades award. Mr.Justice
Moge said it was essential that before such a step was taken, notice
should be given to all concerned, including governments, both
Commonwealth and States. It would give State industrial authorities
an oppeortunity to consider their position and might possibly lead to
a conference of State industrial suthorities.

Commissioner T. C. Winter, who was also sz member of one of
the two Benches which sat concurrently, said he would not implement
a total wage at this stage. However, he would serve notice on all
that the Commission should consider the guestion of prescribing a

total wage. E;f

In 1967, in the National Wage casé, the President, Sir
Richard Krby, Mr Justice Gallagher, Mr Justice Moore and Commissioner
Winter announced the introduction of a total wage.
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These members had sat on two Full Benches simultaneously
and had to decide two questions:

(1) whether there should be an increase in award rates of

PaYe

(2) wnether any increase should be added to basic wage or
expressed in a total wage.

In the declision they said the basic wage had become a
tradition in Australian wage fixationerFor some it meant the
wage of an unskilled employee, to many it meant the lowest wage
paid in their industry.

Some regard it as an assessment by the Commission of a
family wage, but such an assessment hasmt for many years been
undertaken or sought.

For the Commission not one of these meanings is apt,
because the basic wage is in substance defined by the Act to mean
that wage or part of a wage fixed without regard to the work upon
or the industry in which a man is employed.

The Commission's basic wage had become imporint in three
wayss it had guaranteed a minimum wage to workers under its awards;
it had been the means of giving general wage increases on economic
grounds and the secondary wage (margin for skill) had been built
on it; and it had played a significant part in improving wage
standards.

4 Since the famous Harvester decision of Mr Justice Higgins

some 60 years ago, the basic wage has served the workers of

Australia well. It has been the keystone of our wages system

and has had a special quality. But in our view the time has
come to overhaul our time=hcnored system because a course is
now open which is more conscnant with modern requirements
and which zt the same time will give better protection to
employees. We should now express wages as total wages and
retain the minimum concept introduced by the Commission in
July 19660 $3

The new approach would ensure that under Federal awards, wage
and salary earners would receive annually increases on economic
grgunds to the whole wage. There would be greater flexibility and

wasTd b
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We have not taken this step lightly. In four consecutive
years the Commission has been called upon to consider

applications of one sort or another for the abolition of the
basic wage and



the adoption of a Total Wage. The applications of 1564 and 1965
were rejected, but there was an acceptance in principle of the
application of 1966. Notwithstanding that acceptance in principle,
if upon further reflection a reasonable doubt had remained as to
the wisdom of changing a long=established system, those involved
last year would have been prepared to revert to earlier views.
However no member of either Bench entertains such a doubt.\

As a result of the adoption of the total wage concept the
Commission was able to handle the annual review and the total
wage flexibly.

An increase cpuld either be given as a flat amount (it was
a flat 81 in 196?)53} in varying amounts. No attempt was made to
tie the hands of futue Full Benches in their decisions on total

wage increases.

The increase in 1968 was $1.35=a flat amount. But in 1969
the rise was 3 per cent. It was 6 per cent in 1970. (The 1971
National Wage case was put off until 1972).

Wage Indexation = Introduced in 1975

The introduction of a form of wage indexation in the 1975
National Wage case (30th April, 1975) represented another attempt
by the Commonwealth Conciliation and Arbitration Commission to

regain control of wages.

The Full Bench of the Commission (Moore J. President,
Robinson and Ludeke JJ., Isaac J.Deputy President, Mr.Taylor,
Public Service Arbitrator, and Mr.Portus, Commissioner) had to
consider claims by the unions for: (1) wage "indexation" in the
form of automatic guarterly adjustments of the total wage based on
movements in the Consumer Price Index (hereinafter "C.P.I."); (2)
an increase in the total wage; and (2) an increase in the
minimum wage together with indexation of that wage. The unions'
claim for indexation of the total wage was by far the major issue
for consideration by the Commissicn. The claim was supperted by
the Commonwezlth Government and by the States of South Australia
and Tasmania, although there were differences between the proponents
of indexation as to, inter alia, the form which indexation should
take. The unions claimed that full percentage indexation should
be applied quarterly and automatically to all award rates whereas
the Commonwealth Government proposed full percentage indexation
only of those award rates up to and including the figure for



Average Weekly Earnings, with other award rates being adjusted
by the C.P.I. percentage of the Average Weekly Earnings figure
("plateau” indexation). The private employers and the States of
New South Wales, Victoria, Queensland and Western Austrzlia

opposed all forms of wage indexation.

The claim for wage indexation in the 1975 National Wage
case was not novel. The unions have consistently sought some
type of automatic cost of living adjustment since such adjustmants
to the basic wage were discontinued in the Commonweazlth jurisdiction
in 1953. (The history of wage indexation is examined in Wage
Indexation for Australia? A Discussion Paper, Australian Department
of Labor and Immigration, 1975.) The Commission, just as consis=-
tently, has refused to restore automatic adjustments although
movements in the C.P.I. have clearly been an important factor taken
into account in naticnal wage cases. "The main reason for the
repeated rejection...(being) the Commission's preference, under a
system of annual reviews, to keep wage adjustments under its
direct control in order to be able to apply the size and form of
increase in pay in a flexible way from year to year depending
on the circumstances prevailing at the time". GIh its 1975 decision
the commission, without altogether abandoning this view, introduced

a form of wage indexation.

After noting the current serious economic situation (the
high level of unemployment, the negative productivity growth in
1974, the high rate of inflation and the substantial fall in
profitability), the Commission offered the unions a package deal
which included z form of indexation. "(W)e are of the view that
some form of wage indexation would contribute to a more rational
system of wage fixation, tomore orderly, more equitable and less
inflationary wage increases and to better industrial relations,
provided that indexation was part of a package which included
appropriate wage fixing principles and the necessary 'supporting
mechanisms® to ensure their viability." However, having approved
indexation in principle, the Commission was not willing to introduce
an integrated system of wage indexation without giving the opponents
of indexation an opportunity of advancing their views on the
propesed indexation package and without some test in the field »
to see whether the wage fixing principles to operate in conjunction
with indexation would be observed by the unions.

For these reasons, the Commission adjusted all award wages
for the full percentage increase in the C.P.I. for the



wage determination set out in the decision would be observed.

It also announced its intention of making a further adjustment
fdlowing the publication of the June 1975 quarter C.P.I., provided
that there was substantial compliance with the conditions for
indexation, and it invited all concerned to ma@f}submissions on
the new wage determination principles when it s#¥s to consider
whether the adjustment should be made.

The principles of wage determination set out in the

Commission's decision were:

l. Award wages and salaries to be adjusted each quarter
in relation to the most recent movement of the six-capitals C.P.I.,
unless it is persuaded to the contrary by those seeking to oppose
the adjustment.

2. The Commission will sit in April, July, October and
January following the publication of the latest C.P.I. It is
envisaged that such hearings will be short.

3. Any adjustment in wage and salary award rates on account
of C.Pe.I. should operate from the beginning of the first pay period
commencing on or after the 15th of the month following the issue
of the gquarterly C.P.I.

4. The form of indexation will be determined by the Commission
in the light of circumstances and the submissions of the parties,
provided that an increase of less than 2 per cent in any one quarter
should be applied fully to all award rates.

5« No wage adjustment will be made unless the movement in
the C.P.I. was at least 1 per cent. A movement of less than 1 per
cent will be carried forward to the following quarter or quarters
and an adjustment will occur when the accumulated movegEnt equals

1l per cent or more.

6. Each year the Commission will consider what increase in
the total wage should be awarded on account of productivity.

7. Other grounds for pay increases are =
(a) changes in work value such as changes in the nature of
work, skill and responsibility required, on the conditions

under which the work is performed; and



cases where awards have not been considered in the

light of last year's community movements. These cases
may be reviewed to determine whether they wauld qualify
for a wage increase but care must be exercised to ensure
that they are genuine catch-up cases and not leapfrogging.
The compression of relativities that has occurred in
awards in recent years does not provide grounds for
special wage increases to correct the compression.

8. Any applications under paragraph 7 above, whether by
consent or otherwise, will be tested against the principles laid
down, and viewed in the context of the requirements for the success
of indexation. The Commission should guard against contrived
work=value agreements and other methods of circumventing the
indexation plane. 5¢

These are the guidelines currently in force.
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The factors concerning which hypotheses will be made are
essentially economic in character, in that they are mostly based
on ecomomic indicators published by the Commonwealth Buream of
Statestecs and adjusted and standardized in some instances by
the Institute of Rpplied Economie and Social Rluearcﬂgsgkh

date is that concerning such economic factors as the Consumer

e raw

Price Index, the Averzge Wage Index, percentsge increases in
unemployment, the number of working desys lest, gross domestic
product, and the percentage increase in the minimum wege granted
by the Full Bench at National Wage Gas&n!zé)

From these rsw datas bases, independent variables are con-
structed, in suoh-that they are expressed in terms of marginel
percentage variatioms, and, in the case of wage increases,
marginal percantage differences. Marginal percentage variations
sre the operative veriables for inflatiom, which is expressed in
terms of adults unemployed, industrial unrest, which is expressed in
terms of the number of working days lost and productivity, which
is based on gross domestic product. The general formula which is
used for deriving marginasl percentage variations in each of these
varisbles is as follows:-
|MPV (vartzbje) = ((Variable =~ Variable (lag))/Varisble leg) x 100

| where Varizble(lsg) is the ¥alue of the variable applicable to the
 previous nations2l wa'e c=se, in which minimum wage incre=ses =re
awarded.

The marsinal percentrn-e differences are the units used to
everluate the minimum waze incresses awarded in the previous nationsl
wnze case and the incresses occurring in the aversge wage, which
reflects sll wage increases awarded, as well as the minimum wage
increases.awarded The general formula for the marginal percentage
difference,henceforth referred to as the MPD is as follows:-
urD(wgze) = MPV(wage) - MPV(Consumer Price Index).

The data for the independent variable MPV(WDL) is based on the
number of working days lost from the date of the previous minimum
wage incresse was handed down to the date the given minimum wage in-

crease is handed down. The data regerding the independent varisble

':NPD(H3)fhnﬂ 211 the other independent variables is based on raw dstes

values for the quarter preceding the quiftor in which the minimum
waze incresse is awsrded. Although the time intervals between the
minimum waze awards very in length, it is assumed that this is com-
pensated for by corresponding variatiems in the magnitude of the data

concerned,
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Incre= esin the n-tional minimum wage, whether granted
seperstely or =s o comnonent of the totasl wage, may, for
reference nurvoses, be c2tegorized as either above inflationm,
in 18ne with inflation, or below inflastiom. However, these
are not nominsl cntegories, ss they may appear to be a2t first
sight, but rather, they are interval categories. A given mini-
mum wage sward may be further above or below inflatiom than
snother wzge award.

The relationship to inflation of a given minimum wage award
may be caiculstad by the formula:-

MPD (MW) = MPV (MW) - MPV (CPI), - ST T
where MPV (MW) = MW & Mwlag | 7 ,, s wewded0™T oo
o e T rag\ X106
and  MPV (CPI) = CPI - CPIlag. |77 7oy iy Mo (Per-Yei== \A1E%/

HPD (M¥) is the =bbreviztion of the M=rgimsl P.rceﬂtégs
Difference of the minimum waze, hereafter referred to adk MPD (MVW).
MPV (MW) and MPV (CPI) refer to merginal percentage variations
in the minimum wage award =nd on the consumer price index res-
pectively. MW represents the percentage increase grmted =t »
sziven hearing, and MWlag represents the percentage incresse in
the minimum wage granted at the previous hearing, and CPI re-
presents the consumer price index figure for the quarter preced-
ing thet in which the given minimum wege award is increased, and
CPIl=g represents the consumer price index figure for the quarter
wrecsedAn ) (0@ Seevious Sazimum w.ge imerease.

Karginal percentage variatiéns are the percentage increments
to the value of a given varisble. The concern here is with the
znalysis of relations between such chznges in independent var-
isbles, a2nd the effects such marginal percentage differences have
on the dependent variable (MPD(MW).

In order to evaluate the influence which various economic

factors have on variations in the dependent variableg MPD(MW),

and whether such variatioms render the value of MPD(HW) pesitive,
zero or negative, corresponding to abeve inflatiom, 2t inflation
level and below inflation level hypotheses are made concerning the
relationship between MPD(MW) 2and Other variables which, sccording
to economic theory, and, or generally held beliefs, are likely to
affect variations of MPD(MW). These hypotheses are them tested by
means of Pearson product moment correlations, for pairs of var-
iables, partial correlation analysis and multiple regressiom zna-

lysis, which 2re related techniques. The Pearson correlation co=-
efficient is a2 zero order correlation, because no controls for the

influence of other wariables are made. It is used to measure the
strenzth of relations between two interval type variables, such ss
the dependent variable MED(MW) ~nd 8me of the independent varisbles
MPV(CPI), 2nd, when the Pesrson correlatiom coefficient is squared,
the proportion of variahle in one variasble explained by t-e other.
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The absolute vslue of the Pearson correlation coefficient,

3i ié;?ie case with the partial correlatiom coefficients, varies
.stween O andif. If the magnitude of the coefficient is close

;0 one it is an indication that there is a stromg relatiomship
.ecween the variables concerned. If it is close to zero the v
celationship is relatively weak. If it is less thsn 1000 it is

f  irtuslly non-existent. ’

Partial correlation analysis is used here to assist in the
understanding of and clarificatiom of relationships between
;ependent variable MPD(MW) and a n ser of independent variables.
[+ is nsed in uncovering spurious :ﬁonjﬁipa and for checking
wno effects of intervening variables. A spurious relationship is
: jefined in two variables, A and B for example, in which A's cow=-
relation with B is solely the result of the fact that A v§ries
lonz with some other variable, C for example, which is.iadoed the

true predictor of BE Eﬁia occurs a number of times in the follow=-

ing analysis. Partial correlation analysis is useful in providing

an insight into the possible causes of correlation between the in-

‘enendent variable MPD (MW) and th? :;rlous independent variables,
Ma%%&gle correlation andﬁfegreaslon anelysis is used here

mninly for the purposes of formulating prediction equatioms in res-

pect to géh@g;ing_pvedicting MPD(MW) values for any combination of

i V?lu:? of the independent variables, for determining the degree of

! /. line@ dependence of dependent variable MPD(MW) on the independent

variables operating jointly, for measuring the influence of each

independent veriableMPD(MW), with adjustments made for all independ-

ent variables, THe last is achieved by the use of standardized ;

partial regression coefficients, Beta. The reason why the standard;l

2 ized regression equation Beta is used is because each of the differ=

3 ent varizbles involved, with one exception, is measured in different

units from all the other veriables and it is thus difficult to deter~

mine the relative importance of each independend variable on the v/

basis of the unstendardized partial prgression coefficients, B alone.

;6£her things being equal, on\ standard dewistiom unit change in an
(CPI) would precede 2 minimum

ol Ll e

independent variable, for examﬁ}o
wage award such that the chag;p\in the value of MPV(CPI) would eqnal

the Beta coefficient multiplied b;\tha + .+ value of MPV(CPI),

The multiple coefficient of determinatiom and the Beta coefficient
are used throughout the hypothesis testing, 2s a basis of comparison
with the outcome of Pearson and partial correlation analysis, == wyll

|
;.
i
)

as in the construstion and assessment of regression prediiction

equation. {
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‘lthough the vrrisbles are essentially economic in character,
they may be sub-caterorized., It is reasonable, for exsmple, to _
classify MPV(WDL) »s a2n industrisl relations varisble, since it ~
might be hypothesized that the Full Bench sees its role =s one of
m=intaining = stable or strike-free industrial relations climste
snd, might, therefore, incresse the minimum wage with the inten-
tion of reducing csuse for complaint on the part of the unionms.
Similar hypotheses might be made about the sveraze wage and the
lagged minimum wage. It might be hypothesized that, if the lagged
minimum wage award, or the averaze wage increase was clearly above
inflation, tlken the Full Bench, in order to protect its credibility
with the employers and the govermment would award a below inflation
increase. Thus, hyvotheses relating to MPD(MWlag) amd MPD(AW) might
be referred to as organizational maintenance hypotheses. These
categories are not strict definitions, but they may overlsp. A
given hyrothesis might well fit into more then one category. For
example, it mizht be argued that the hypothesis regarding unemployment
should be regarded as 2 social welfare hypothesis, since socisl prob-
lems =2re caused by unemployment. But unemployment also mesns reduced
consumer spending, which hss serious and widespresd economic impscts,
such s further unemployment, Therefore, unemployment has been cate-
sorized as an economic varisble.

The statistical analysis in this thesis was carried out by the
computer programme package, known as the Statistical Package for The
Social Sciences (SP3S) on the Cyber 73=-28 computer instsllstiom of
the University of Melbourne Computer Centre. SPSS is an integrated
system of comvputer programmes, designed for the analysis of soecial
seience data.ﬂ+1t provides procedures for data transformatiom and
file manipulation, SPSS procedures provides.a large number of
statistical procedures. TheSP3S procedures used im-the research for
this thesis were Pearson Coréﬁ)Partial Gorfiéiﬂ Rogressioiijslolg-
side layout procedures such as List Casosj’ The programme used is
attached to this thesis,
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INTRODUCTICN AND DISCUSSION OF RYPOTHESES,

sconomic Hypothesis El.
The marginal percentage difference
between the minimum wage award and
inflation will coincide with negative
variations of the marginal percentage
variatioms in inflatiomn. Imn other
words, imcreases in inflation will
coincide with minimum wage awards with
a parginal percentage increase less

than that of imflationm. P

< ." &’;_‘: & CM"('
Explanation for Hypothesis El. e

" Hypothesis El is based on the theory otﬂcost push inflatiom.
Cost push inflation is created and sustaimed by costs im produc-
tion, imncluding wages, these increases being independent of the
state of demand, The most common source of cost push inflatiom
is held to be the power of trade unioms to gaim wage increases,
which then lead to price increases, which im turan spark off further
wage claiu§}1\This consideration would cause the Full Bench, in
times of high inflatiom, to issue minimum wage increases, which

only covered the increase in inflation, or which might even be
below fthe increase in inflation. The Bench might wish to be seen

as mgking a positive contribution to the welfare of the economy,.
On the other hand, when inflation is low, the Full Bench might
grant minimum wace aw=rds over and asbove the rate of inflatiom,
this being an increase in the real wage. The Bench would not wish
to be seen refrzining-from increasing the siandard:of:léwimg of
the workforce when there is mo over-ridimg reasom to do so., ™o
grant increases in excess of inflatiom im times of high inflatiom
and to rrant increases below or pro=-rata with inflatiom at times

of low and insignificant inflatiom, would be tantamoumt to imstit-
utional suicide, since the government and employees may seek
alternatives to the Arbitration Commission im the first imstance,

and in the second imstance, unions may well abandom the Arbitratiom
Commission in favour of resorting to direct bgrgainimg with employ-
ers, which might cause an increase im the level of industrial dis-
putation. Such a move by the unioms may leasen the imfluence of

the Arbitration Commission over the imdustrial relatioms arena, of
which the Commission attempts to maintaim comtrol. Thus Hypothesis
El might also be regarded as an organiszatiomal maimtenance hypothesis,
since the Commission may be attemptimg to mainmtaim its ability to
fulfill what it possibly perceives to be its organizational functionm,
which is to maintain industrial harmony by way of tight control over

the industrial relations scene.
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sconomic Hypothesis E2.

' “ That the marginal percentage difference
between the la.rg:é:‘al‘ﬁorcontagc variation
in the award vag.\n.nd the marginal per-
centage variation im inflatiom , will vary
directly with marginal percentage varia-

tioms im productivity as measured by
d i praduchet = marginal percentage variatioms in the gross
GOP domestic produst. Im other words, the =<
: “':::f- mininum wage award is more likely to exceed
& (3 NP et s inflation when there 0.4_:-0 real increases in
R productivity and are more likely to be less
0 ke 13;" bREe than in{'«lation when there are real decreases
in productivity. 1 sie ‘;{, £

I |l

M’é"“(‘l !ff-;.
ixplanation for Hypothesis E2. ) |

Productivity is a fattor which is oftem used im a{;\ruonts about |

; the wisdom9 or otherwise of a particular increase in the minimum /
; wage, both in minimum wage hearings and in the press?q'ﬂu produc- .'ﬁ
tivity of labour, which is the independent variable in this case,
l is calculated here by the following formula:=- /
MPV(productivity) = MPV(Gross Domestic Product)/MPV(AW), =
In other words, MPV productivity is the quotient of the marginal
percentaze variation in the gross domestic product gnLthe marginal
percentage variation in the average wage. ']!hi? q'cu.'at.’mewl.r is other-
wise known as the internal rate of retura of labour and can be used
to assess. iivestingsrfuda into employimg staff as opposed to buying
labour-saving devices, for example, It should be noted that the
variable MPV(productivit-' is not as accurate am indicator of labour
productivity as can be desired, because the Gross Domestic Product
accounts for the outyut of machinery as well as labour,

The reason for suggesting that positive value of MPV(productivity)
may influence the Full Bench to award above inflatioa minimum wage
increases is, if the unioms can poimt to am imcrease in the produc-
tivity of labour, the Full Bench may not be in a positiom to reject v’
union demands for am above inflatiom minimum wage increase, which
would be indicated by a positive value of MPD(MW), Tf the Full
Bench does not award a minimum wage increase om the grounds of an
increase in productivity, thenm it risks losing credibility with the
unions by adopting what might be regarded as am anti-unionm 'pil.s.
Therefore, economic hypothesis E1 might alse be categorized as am
organizational maintenance hypothesis,
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rizational Maintenance Hypothesis O.M.ls

orgenizational
7 23 That the Margimal Percentage Differense
et ?*““ £ -, between the margimal percentage varia-
:;‘- e pet . tioms in the minimum wage awards and im
inflation, will, in a givem year tend to
) - fosepn 1V el be above inflation, amnd, im the follewing
f/, b A uhenring, will award am increase at or

below the level of imflatiom im the pre-
.ceding quarter,

ixplangtion of O.M.1.

- The aim of the Full Bench, as an organizatiomal entity, would
se to ensure its self-perpetuntionE?O}h.ordor to achieve this goal
i+ would have to make itself seem necessary and useful, If it were

to be seen to be biased against the uniems, it would, as an imstit-

W,

stion, become redundant. The unioms would then have recourse to
iirect byrgaining with employees, backed up by industrial action.
in the other hand, if the unioms wish to retaim the confidence of
szployers and the government, it would avoid an image of being
biused towards the unioms. It is thus reasonable to hypothesize
that in order to achieve an impression of partiality, the Full
iench might render the marginal percentage variatioms im its award
‘ternatlvaly greater than and lesser than tho rate ofl :.n_flntion.

§Vow oo tp slipiay Tl MLE "j‘__j_ CP.’- f-“fr o 2 -‘f-’b"—( 4 e
‘::' i %’7/111-} /‘ G 3 _"'(,-' ‘H
Urranizational Maintenance Hypotheésis - 9 O.H De A el
] “':;:\\-:—-“" That if the Marginal Percentage Difference

of the Average Wage in the quarter preceding the decision is greater
than the marginal percentage variatiorn in inflatiom, as measured by
the Consumer Price Index, then the mimnimum wage award at that hear=-
ing will be less tham inflatien. If the Margimal Percentage Differw-
ence of the average wage is,less than the marginal percentage incresase
in-the Consumer Price Index, the marginal percemtage variatiom in the
medium wage award will be greater tham the marginal percentage inm-
crease in inflationm.
Sxplanation O.Ms2,

When considering the effects of factors such as the Marginal

Percentage Increase in Gross Domestic Product, M.P.V. im Consumer
Price Index and M.P.D.(M.W), it can be assumed that these variables
have a similar impact om M.P.D.(A.W.), for the gquarter immediately
preceding that in which the minimum wage increase was granted, This

is because the average wage reflects the magnitude and direction of
increases which may have been granted to particular ocecupational and
industry groups at both Federal and State levels, If the marginal
Percentage difference between the average wage and comsumer price
index figure is negative, the Full Bench, in order to give aa im-

Pression of impartiality, might ayafds2bove inflation minimum wage
Creases to



of wage and salary earners where possible, in order to prevent
abandonment of arbitratiomn in favour of pay demands presented
directly to employers, backed up with industrial action, On

the other hand, if the Full Bench determines that the M.P.D_ (A.W.)
is positive, the marginal percentage imcrease in the average wage
being greater than the marginal percentage increase in the
gonsumer price index, the Full Bench may award a minimum wage \
increase, such that the differe ce between the marginal percentage
jncrease in the minimum wage and the margimal percentage increase
in inflation is negative. The Full Bench would try, thus, te
avoid the appearance of bias im favour of union demands, on one
hand, and bias towards employers om the other haud-

i [ =

Zconomic Hypothesis 3, E.3. y o=
That the margimal percentage difference
between the minimum wage award will be
negative when there is a marginal percen-
tage increase in umemployment and positive
when there is a marginmal percentage de-
crease in unemployment., In other words,
an increase in unemployment might cause the

Full Bench to abstain from granting a mini-
mum wage increase 0o ;.._f.f_;a:-.h, :
Explanation for Hypothesis E.3.

According to classical wage theory, when real wages increase,

the demand for labour can be expected to decroaa‘j” This is be-
cause the marginal increase in the profit which can be derived from
each additional worker is reduced by the marginal increase in real
wages. This is illustrated by the downward sloping demand curve
for labour. w
= -~

28 AL WAGES )

DEMAND CUAVE FOR LAGOVR
NUMEBER O/F FERIONT EMPLEYED

An increase in real wages can, therefore, be expected to lead
to higher unemployment, The hypothesis can, therefore, be postulated
that when the marginal percentage variatiom im umemployment is
positive, the marginmal percentage increase im the minimum wage will
be_ negative. This is based on the assumption that the members of
the Full Bench have a set of social, political and economic values
such, that the minimization of personal, social and economic problems
posed by unemployment is a desirable cobjective,

The second and related assumptiom following from the first, is
that the Full Bench regards the preservation of employment to have
higher priority than the increases im the real wage, evem though the

majority of salary and wage earners would prefler the wage increase i

= Y é l-':::;'v'.-:‘-‘."' ! P "‘ﬂ?" . = u.:(:'."'.
i MW cpT, | % :
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ffETﬁx/ji_,iwi- Haep,

junstead eof a reduced threat of unemployment,

Thus it can be hypothesized that the Full Bench will award
a minimum wage increase, such that the imcrease im the minimum
wage awarded will be less than or equal to the increase ia in-
flatiomslhesvat oo e ot o Coent ccr.éf»??

Industrial Relations Hypothesis 1, - I.R,1,
-/ (That the margimal percentage difference

N (1 '..-,\". tprb YT \
iy Y:’H‘P M. i .. 4\ betweem the mimimum wage and inflatiom
ﬁ[,_,;-f-:':' Lyell L -

f W))
'
/f.l_:,;:'.i- :/.-c.«:,( ef e

“[ will directly vary with the MPD(MV), such
that the Full Bemch will swa®d sbove in-

flation increases in response to an in-
crease in industrial disputes,

Wk T . VLol

One of the most promiment functions of the Commonwealth
Conciliation and Arbitration Commissiom is the maintenance of
industrial peace. This involves minimizing the incidence amnd
severity of industrial disputes and stoppages. Given that many
industrial disputes have beem based or demands for increased
wages, it would be reasonable to hypothesize that, im a minimum
wage hearing following a period of relatively high industrial
unreast, measured in terms of working days lost, from the date
the previous national minimum wage increase became effective,
the Full Bench of the Comciliation and Arbitratiom Commission
would be prepared to be more generous, Conversely, followinmng
periods of low industrial unrest, the Full Bench might well mot
make an above-inflation minimum wage award.

This situation also has organizational maintenance impli-
cations. If there is a period of industrial umrest over wages,
it could be indicative of a substantial gap between the rate of
wage imcrease and the rate of price imcrease, causing an eros-
ion of the standard of livimg. This could stimulate amn increase
in industrial unrest., Strike action may well be used by the
unioms as an alternative to the arbitration system, if, im the
opinion of the unioms, the increases awarded by ome or members
of the Conciliatiom and Arbitration Commissiom are imadequate,
Inadequate wage increases might cause the Arbitratiom Commision
tc be by-passed, with the comsequence that the rele of and need
for the Commission might be seriously questioned,



Political Hypothesis 1. - P.l.

That the Full Bench is more likely to award

a marginal percentage wage increase above

the marginal percentage increase in inflation
when a party sympathetic to the labour move=
ment, such as the Australian Labour Party, is
in government, than when a pro-employer and
anti-union party, such as the National Liberal/
and/or National Country Party, is in goverhment,

Explanation for Political Hypothesés l. - P.l.
A Labour Govérnment is likely to apply pressure to the Arbit-

ration Commission to award an increase in real wages, This is
because the philosophy and inclination of the Labour Party policy
supports real wage increases and improvements in the quality of

life and standard of living of wage and salary earners. In addition.
there is a close relationship between the union movement and the
Australian Labour Party, with trade union members present in the
policy making bodiem, the state and federal execu?}ves, as well as

g o

in the federal Parliamentary Labour Party. In a labour government,
it would be highly probable that Ministers concerned with industrial
relations would be former union officials, who have had experience
in negotiating for wage increases with the Full Bench and with
employers,

On the other hand, conservative parties, such as the Liberal
Party, traditionally have a large number of members who are not
wage and salary earners., Rather, they are mainly entrepreneurs
themselves, or descendents of successful entrepreneurs, who have
independent means. The interests of wage earners and the interests
of intrepreneurs are somewhat opposed, in that the wage earners
wage increase is the entrepreneurs loss. This loss can be recouped
by increasing prices, but either direct union action or an arbit=
tration commission determination will pass the costs back to the
entrepreneur. Therefore, it can be hypothesized that when a righkt
wing political party is in office, the marginal percentage increase
in the minimum wage will tend to be less than the marginal per- 4

centage increase in inflation.



T
ORGANIZATIONAL MATINTENANCE HYPOTHESIS O.M.E. .

That there is a negative correlation between the independent

variable M.P.D(M.W.lag) and dependent variable M.P.D(M.W).

In other words, a positive value of M.P.D(M.W) will coincide with

:-a negative value of M.P.D(M.W.lag) and a negative value of M.P.D

(M.W) will coincide with a positive value of M.P.D.(M.W.lag).

Thus if the full Bench will attempt to abstain from awarding,

in successive hearings, minimum wages increase= that are constantly
above inflation, or minimum wage increaséggﬁéigg‘%nflation. If the
full Bench consistently awards above inflation increases it might
be seen as being biased towards the unions thus inviting attack
from employers and government. If minimum wage increases are
constantly below inflation, the unions would by-pass the Arbitration
Commission and resort to direct bargaining. So in order to protect
its role, the full Bench of the Commission will attempt toq;y;¥ﬁ€
minimum wage increases which are alternately above and below

inflation.

Observation: Period 1 1956-1976 including wage indexation.

The Pearson correlation coefficient between independent variable
M._P.D-(M.W.lag) and McP-Do(M.W) is = .0149, Although the negative

polarit};of the coefficient supports hypothesis 0.M.I, the

magnitude of the coefficient indicates that there is virtually no
relationship between M.P.D.(M.W) and M.P.D (M.W.lag) - Thus, on
the basis of the Pearson correlation coefficient, hypothesis C.M.I
is refuted due to the lack of any substantive relationship between
the dependent and independent variables.

Hypothesis OM-I Period 1 Observations and Conclusions.

The partial correlation coefficients indicate, as does the Pearson
correlation coefficient, that there is no substantial relationship
between independent variable M.P.D. (M. W.lag) and dgg;ndent variable
MePoDo (MeW) e Thg&?éé;elaticn coefflci;nt;;f;r the variables
MuePoVe(CePel1), MePuDo(AWa), M.P.V. (unemployment) M.P.V.(working
days lost), and M.P.V (productivity) are respectively - .0627,

-.0379, = .0171, =.0150, and - .0138.



lSem MPDL
The partial correlation coefficient/iobtained when controlling
for all the exogenous independent variables is .1344, the positive
polarity of which refutes hypothesis 0.M. in period one.

~— PU—

Adding MPD.(MWlag) to the reqression equation for period one induces

an increment to the coefficient of determination of .01405,
indicating that variations in M.P.D.(M.W.lag) account for 1.4 per
cent of all variations in the dependent variable MPD(M.W). The
beta value for M.P.D.(M.W.lag) in period one is - ,1252458,
indicating that an increase in one unit in MPD(MWlag) induces a
decrease of =+1252458 in the dependent variable MPD(MW), thus

confirming the hypothesis 0.M.I, which postulates that an increase
——

in MPD(MWlag) induces a decrease to a negative value of dependent
V//variable MPD(MW). Thus an above inflation minimum wage award

in one year will have a very small influence in causing a below

inflation minimum wage increase in the following year. The

magnitudes of the Pearson and partial correlation coefficients

indicate that any such causality to be extremely slight. It could,

for all practical purposes, assumed to be nil.

Conclusion: Hypothesis O.M.I Period 1 1956=1976 (including wage

indexation).

The hypothesis O.M.I is refuted because of the lack of any

substantial correlation between MJP.D.(M.W.lag) and M.P.D (M.W),

the independent variable. Thus, on the basis of the foregoing

cbservations, it can be said that the Full Bench of the Commonwealth

Concilliations and Arbitration Commission does not consciously

attempt to vary the minimum wage increases so that they are

alternatively above and below inflation.

Hypothesis O.M.I Period 2 1956 = February 1976 (excluding wage

indexation). .
Iépaﬁ%yxm Lt

Observationss

i

As is the case when wage dndexation cases are included, the Pearson
, P §

correlation coafficient is well belo. being - 0459, indicating

that there is no substantial relationship :between independent
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variable M.P.D.(M.W.lag) and dependent varizble H.@. (M.W).
#Ttheugh &alminating the data pertaining to those cases in which
wage indexation applied has h#@" the effect of increasing slightly
the magnitude of the Pearson and Partial correlation coefficients ym—
z‘controlling for the variables M.P.V funemployment), M.P.V (W.D.L)
and M.P.V.(productivity), singly and in paired combination% ?f}ed‘
correlation coefficients with magnitudes of less than .1000, thus
indicating that hypothesis O.M.I is, for period 2, refuted due to
lack of substantial relationships between the dependent and
independent variable. Although controlling for the effects of bcth
M.P.D.(A.W.) and MPV (productivity) together, increases the
fﬁg_!ﬁ:‘tu?ql«.of the partial correlation coefficient to a maximum of
-0‘2415._‘1&:1::11 indicates a confirmation of hypothesis 0.M.I,
nevert;leless, due to the fact that the magnitude of the Pearson
correlation coefficient and a number of the partial correlation
coefficients falls below .1000, hypothesis 0.M.I is regarded as "
Py ;)D(H LL';Ja.:I,:? ot RID(MW,

.r A}f’efuted. “_(“%

e 5 < The partial correlation coefficientﬂachieved by controlling for
P B v 3aghk? "
:j“,‘ g /all the variables is =3484, which is similar to the partial

- S ot |

(" | correlation coefficients and is also the maximum observed magnitude

o~ achieved. This provides some confirmation of the hypothesis 0.M.I,
< )

;,’ however, despite this, the pearson and some of the partial correlation

have magnitudes below .1000, which semms to indicate_the non-existence
e ————"

of._any substantial rela . .o te 5 Sl 7

Adding M.P.D.(M.W.lag) to the regression equation/\for period 2
increments the coefficient of determirgion by .04673 indicating

- that changes in M.P.D.(M.W.lag) explain four percent of the changes
occurring in dependent variable M.P.D.(M.W.). The Beta coefficient
for M.P.D.(M.W.lag) in pericd 2 is - .2414791, which indicates that
an increase of one ;ﬁrlf‘lggb:f. M.P.D.(M.W.lag) is likely to bring about

Chol d
a decrease of .2415 units in the dependent variable M.P.D.(M.W.lag),

which is consistent with, and is a confirmation of, hypothesis 0.M.I,

which postulates that a positive value of M.P.D.(M.W.lag) will

coincide with a negative value of M.P.D.(M.W).



The reason for the discrepancy between the fact that the Pearson
correlation coefficient, of - .0459, indicates no relationship,
whilst the Beta coefficient indicates a relationship is that the
beta coefficient and coefficient of determination are based on the
- correlatinn coefficient produced by controlling for all exogenous

hS

variables, which in this case is .3483. ‘... (& :"?i:"“‘-”’dv
g YN\ e
It can be concluded that eliminating the data asso:iateé J;th o
minimum wage increases awarded under the wage indexation guidelines
,/raises the magnitudes of the pearson and partial correlation
coefficients, but despite this, there are six observed partial
correlation coefficients of less than .1000, in which three occur
when controlling for single variables, and three occur when
controlling for two variables together. This, coupled with the
fact that the Pearson correlation coefficient is less than 1000
in absolute magnitude, is sufficient grounds to consider that for
period two, hypothesis O.M.I is refuted, despite indications to

the contrary by hhe beta coefficient.

Hypothesis O.M.I Period 3 Wage Indexation 1975-19

———

Observations: ¢, <& -
gt .

The negative ﬁolarity of the Pearson correlation coefficient indicate!
that it supports hypothesis 0.M.I, which postulates that positive
values of the independent variable, M.P.D.(M.W.lag) will coincide
with negative values of M.P.D.(M.W). However, the magnitude of

the correlation coefficient of = .1354 indicates that the
relationship between the dependent and independent variable is slight.
The magnitude of the partial correlation coefficients range from
-.0089 when controlling for M.P.V.(W.D.L.) to & maximum of =.8357
when controlling for both M.P.V.(C.P.I.) and M.P.V.(unemployment)
together.

The reason for the magnitude of the partial correlation coefficient
when controlling for M.P.V.(W.U.L) is the fact that both the

pearson correlation coefficients between the dependent variable
M.P.D.(M.W) and M.P.V-(W.}LL), of «1770 and between the independent

VafiabléM.P.D.(M.W.lag.} and H-P.D.(W.D.L.), of =.7312, are both



greater than the Pearson correlation coefficient between
M.P.D.(M.W.) and M.P.D.(M.W.lag) of =.1354. Therefore it can

be said that M.P.D.(M.W.lag) varies with the dependent variable
M.P.D.(M.W) mainly because both the dependent variable
H.P.D.(H.UJ and the independent variable M.P.D.(M.W.lag) both
vary with M.P.D.(.W.D.L). This renders the hypothesis 0.M.I
spurious. This is despite the fact that it could be argued that
H.P.I.(w{B.L) could be regarded as an intervening variable. This

s
is because, {tﬁat."y although it is a widely held opinion that strikes

are mainly b;gon pay demands, and hence, wage increases are based
on strikes, the correlation in Period 3 (1975-1976 wage indexation)
is that a positive value of H.P.V.(H.B.L.) coincides with negative
values of M.P.D.(M.W). Therefore, since in Period 3 the role of
P.V(W.D.L) as an intervening variable between M.P.D. (M.W) and
M.P.D.(M.W)lag. is debatable, H.P.D.(H.D.b has been controlled for
in this instance.
Y ‘Another notable effect is that when controlling for M.P.V.(C.P.I),

he . -;which produces a partial correlation coefficient of = .0746. It
could be argued that inflation is suru_a,ly an intervening var_;iable
in the relationship between the M.P.V. (M.W.lag) and n.v.vi(u.u.:
However, H.P.%Q(H.H.lag} correlates with H.PL??(C.P.‘.[) with a
coefficient of = .4481, the negative polarity of which contradicts
the expectation that a positive value of M.P.}. (MeW.lag) will
coincide with a positive value of M.P.V.(C.P.1). Instead, of
inflation increasing following an zbove inflation minimum wage
increase, inflation decreases following above inflation minimum

wage increase. However, the correlation coefficient between

7 M.P.V.(C.P.1) and the dependent vari‘g_glq_m,fﬂ-.‘m.ww'1550,

-
g

X being positive Jin i:;i.arity, indicates that an sbove inflation
wage increase coincides with an increase in inflation, although
the magnitude of the correlation coefficient is small, indicating

_ that the coincidence is slight.



" Since M.P.V.(C.P.I) does not behave as it would be expected to
were it an intervening variable, it is doubtful whether it can
properly be regarded as such. Since, however, M.P.V.(C.P.I) is

_ the basis of wage indexation, on which the Full Bench bases its
decision as to the magnitude of the minimum wage award, =

it can be argued that M.P.V.(C.P.I) can be regarded as an
intervening variable. Since the position is thus anomalous one,
the effects of controlling for M.P.V.(C.P.I) will be disregarded.
The controlling for both M«P.V.(C.P.I) and M.P.V.(unemployment)
produces a partial correlation coefficient with negative polarity
and a magnitude of =-.8357, which, in itself, might be seen as a
strong confirmation of hypothesis 0O.M.1. The characteristécj

of this partial correlation coefficient are due to the fact that
independent variable M.P.V.(M.W.lag) may have a causitive
relationship with both M.P.V.(C.P.I), with a correlation coefficient
of =.4481, and with M.P.V. (unemployment) with a correlation
coefficient of .5820. The relationship might be described as
causative since, in each case, the data of M.P.D.(M.W.lag) predates
that of M«P.Ve(CePoI) and M.P.V. (unemployment). The correlation
coefficients indicate that an above inflation minimum wage awarded
in the previous national wage case hearing predates anmarginal
decrease in inflation and a rise in unemployment, both of which
together, might slightly tend to predate a minimum wage award below
inflation. In addition, M.P.V. (unemployment) correlates with
MePeVe(CePoI) with a coefficient of .4157 indicating and confirming
that any marginal decrease in inflation following an above
inflation minimum wage increase would coincide with a marginal
percentage increase in unemployment, following the same above
inflation minimum wage award. The dependent variable M.P.D.(M.W)
correlates with M.P.V.(C.P.I), very slightly, indicated by a
correlation coefficient of .1550, and with M.P.V.(unemployment)
with a pearson correlation coefficient of .2480, thus completing
the indirect correlation between the dependent variable

M.P.D{(M.W) and independent variable M.P.D.{M.W.lag).



Thus, it can be seen that a time sequence is involved, with three
stages first, there is the lagged minimum wage award, which
predates marginal percentage variations in both unemployment and
inflation, which both, in turn, predate the current minimum wage
award. Therefore, it can be said that in period three both
M.P.V.(CePeI) and M.P.V.(unemployment), together, are intervening
variables, and therefore the correlation coefficient thus achieved,
- .8357, is logically invalid. This, then, would also be the case
with controlling for M.P.V.(C.P.I) alone which might clarify the
previously observed situatione.

Adding M.P.D.(M.W.lag) to the regression eguation for period

three increments the coefficient of determination by .0245, which
indicates that 2.45 percent of the variation in the dependent
variable M.P.D.(M.W) coincides with variations in the independent
variable M.P.D. (M.W.lag)s The beta coefficient for independent
variable MPD(MWlag) for period three is =-.17645, which indicates

Skt da
that a degrease in dependent variable M.P.D.(M.W.) of .17645 units

Chef doy s

coincides with an increase of one unit in the independent variable

M.P.D.(M.W.lag), and that an increase in dependent variable
M.P.D.(M.W) coincides with a decrease in the independent variable
M.P.D.(M.W.lag) of one unit. This is in line with the relationship
postulated by hypethesis O.M.1, and supported by the Pearson
correlation coefficient.

Hypothesis O.M.1 Period 3.

Conclusions: o o el

It can therefore be concluded that,;;hﬁthe consideration of
spuriousness aside, the Pearson and partisl correlation coefficients
tend to confirm hypothesis 0.M.1, namely that above inflation

and below inflation minimum wage awards will occur in alternate
years. However, if the effect of controlling for M.P.V.(W.D.L) is
considered, then hypothesis 0.M.1 might be regarded as postulating

a spurious relationship. Furthermore it can be said that although



some partial correlations, such as that achieved when controlling
for M.P.V.(C.P.1) and M.P.V. (unemployment), offer strong support
and confirmation to hypothesis 0O.M.1. However, these partial
correlations should perhaps be disregarded, since the variables
controlled for, it can be argued, are intervening variables, in
that they provide an intermediate interaction between the dependent
and independent variables.

Since relationships between M.P.D.(M.W.lag) and M.P.D.(M.W.)
involve sequenced, rather than coinciding, variables, it might be
debated that all variables controlled for may be, to some=@xtent,
intervening. Therefore, all observations, for hypothesis O.M.1
period 3, based on partial correlation coefficients should be
regarded with caution.

Therefore, on the basis of the characteristics of the Pearson
correlation coefficient, between M.P.D.(M.W.) and M.P.W.lag), it
can be concluded that hypothesis 0.M.1 is wvery slightly confirmed,
or, on the basis of controlling for M.P.W.(W.P.C) the hypothesis

0.M.1 postulates a spurious hypothesis.



Organizational Maintenance Hypothesis 0.M.2.

If the value of M.P.D.(.A.W.) is positive, then the value
of the dependent variable M.P.D.(M.W.,) will be negative,

If the full bench pereceives that, in relation to the

quarter preceding case Y-1, there has been an above
inflation increase in the average wage, the Full Bench will be

likely to award a below inflation increase in the minimum
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wage.

Observations Period 1. — A
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The magnitude of thé Partial Correlation coefficient is
. 3302 which, being positive, refutes hypothesis 0.M.2 and
indicates confirmation of the antithesis, namely, that an

above inflation increase in the average wage in the quarter

preceding the minimum wage award is likely to precede an

. ) /FJ' 2 o pddl ‘;‘«:'-‘p.:’ - '—‘J{J,z/'éd(
above inflation minimum wage award. g il ¢ bot, 'day logh and
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The magnitudes of the partial corref;tion coefficients

very from a minimum of .1369 when controlling for both
M.P.V.(C.P.I) and M.P.V.(unemployment) together, to a

maximum observed value of 3534 when controlling for M.P.D
(M.W.lag) and M.P.D.(N.diLIh However, controlling for
M.P.D.(M.H.lééjl singly éf in combination with other variable
is of doubtful validity, since M.P.D.(M.W.lag) could be
considered to play a major role in determining the magnitude
of M.P.D.(A.Q.) due to the nature of the chronclogical
relationship between these two variables. The probable
reason for the low magnitude of the partial correlation
coefficient achieved when controlling for M.P.V. (unemployment)
and M.P.V(C.P.I) is that both the dependent and independent
variables, M.P.D.(M.W.) and M.P.D.(A.W.) respectively, are
both correlated with the variable pair M.P.V.(unemployment)
and M.P.V.(W.D.L). The correlation coefficient between
M.P.W.(W.D.L) and M.,P.D.(unemployment) is -.4389, Since

this is greater in absolute magnitude than the Pearson
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correlation coefficient of .3302, it might be said that to

a certain extent, independent variable M.P.D,(A.W.) varies
with dependent variable M.P.D.(M.W.) because M.P.D.(.A.¥W.)
varies with M,P.V,(W.D.L.) with a correlation coefficient

of -.,2057, and dependent variable M.P.D.(M.W.) varies with
M.P.V. (unemployment) with a correlation coefficient of
-.2046. The link is completed by the correlation coefficient
between M.P.V. (unemployment) and M.P.V.(W.D.L) of -.4389.
The net effect of this parallel relationship is to boost

the strength of the relationship between the independent
variable MP-D . (A.W.) and the dependent variable M.P.D.(M.W.).
Controlling for the effects of these variables thus
esiminates a structure which contributes to some of the
strength to the relationship between the deperdeat and L/

independent variables.

The effects of eliminating this structure of correlatioen
relationships is to reduce the magnitude of the correlation
coefficient to .1369. It could thus be argued that the
relationship hypothesized by hypothesis OM2Z may be somewhat

spurious.

The partial correlation coefficient achieved by controlling
for all the exogenous variables is .349%, which is very
similar in magnitude to the Pearson correlation coefficient
and to me:t of the partial correlation goefficients achieved
by controlling for one and for two variables. Thus the
relatively low correlation coefficient achieved by
controlling for both M.P.D,(W.D.L) and M.P.D,(unemployment)

P D
is unique to this combination. ?NFEIJJ?? .
!_0 '-’

Including the independent variable H.P.D.jin the regression

equation for period one increments the coefficient of

determination by .10905, which indicates that increases in
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in M.P.D.(.A.W) induce ten per cent of increases in the t
dependent variable M.P.D.(M.W.) and ten percent of decreases

in MP.D.(M.W.) are induced by decreases in the independent

-~

variable M.P.D. H.W.i:h;;ﬂé w )

49

The Beta coefficient for independent variable M.P.D.(A.W.) e

]
3
:
§
i
i
¢

| is .1443, indicating that a variation in M.P.D.(.A.W.) of one
_- ) >
i uAit induces a variation in the same direction of 1443 units

in the dependent variable M.P.D.(M.W.). ' H

The foregoing suggests that hypothesis OM2 is refuted and

its antithesis is confirmed. It is probable that aboye

: inflation increases in the average wage precede the above }//ﬁ
f inflation minimum wage awards, rather than below inflation

! minimum wage awards as postulated in hypothesis OM2.

Organizational Maintenance Hypothesis QM2 - Period 2 }I

Observations and Conclusions.

The Pearson correlation coefficient is .5379, indicating
g refutation of hypothesis OM2 and confirmation of the
{ antithesis of hypothesis OM2, namely, that positive values
of independent variable M.P.D.(A.W.) precede positive values
of dependent variable M.P.D.(M.W.), negative values of which
are preceded by negative values of M.P.D.(A.W.). 1In other
words, above-inflation increases observed in the average

4.;:"‘ F

wage may precede above inflation minimum wage awards by the

il

Full Bench, and below inflation increases in the average

wage -might precede below inflation minimum wage awards.

This is similar to the situation for period one, with an

B L T v

increase in the magnitude of the correlation coefficient,

which might be due to the decrease in the number of cases

it S s =t 1 it

inherent in eliminating the data for the minimum wage awards.
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Thi i dlac the case: wikh: the pertisl corrolation
coefficients, the minimum observed value of which is .3880,
produced by controlling for hothyﬂlfib.{C.P.I) and M.P.D.
(unemployment) ,together. This is due to the chain of
correlation coefficients, such that the independent
variable M,P.D.(A.W.) varies directly with M.P.V.(C.P.I),
with a correlation coefficient of .4924, which in turn
varies directly with dependent variable M.P.D.(.M.W.) with
a coefficient of .2511. Thus M.,P.V.(C.P.I.) contributes
substantially to the strength of the correlation between
independent variable M.P.D.(A.W.) and independent variable

M.P.D.(M..W). Controlling f0r H.B,N.(C.P.I} has the effect

" o A -

of reducing'ihe streﬁéta of.thé }elétionahip between

M.F.D.(A.W.} and dependent variable M.P.D.(M.W.). The ab““”h“\
that above inflation average wage increases precede

above inflation minimum wage awards does not imply any

casual relationship. The average wage is determined by =all 3

wage increases awarded, including previous minimum wage L////

increases, and increases granted to individual occupational

groups by the Commonwealth Conciliation and Arbitration

Commission as well as by State Wage Determination Boards, and

increases negotiated by direct bargaining. Therefore it could

be said that the overall inflationary situation might generate

a tendency for most wage increases to either be above or

below inflation at any given time, and therefore controlling

for M.P.V.(C.P.1) removes the commonality link between the

average wage and the minimum wage awards granted by the

Full Bench and the fact that they react in a similar manner

to changes in inflation.

Adding the independent variable M.P.D,.(A.W.) to the regression
equation for period two increments the coefficient of

determination by .2B8936 indicating that 28 per cent of all



varialions in the dependent variable M.P.D.(M.W.) V//’
coincide with variations in the independent variable
M.P.D.(A.W.) The Beta coefficient for M.P.D.(A.W.) in
period 2 is .6601146, indicating that a variation of
.6601146 units in the dependent variable M.P.D.(M.W.)
coincides with a variation of one unit in the independent
variable M.P.D.(A.W.). The results of these observations
are in line with the result for the Pearson and partial
correlation coefficients, and indicate that hypothesis

OM2 is refuted and its antithesis is confirmed. Abaove
inflation incresses in the minimum wage award are likely
to coincide with above %nflatinn movements in the average

vedad A2 >
wage, although ;nggﬁ?i no causal relationship.

Organizational Maintenance Hypothesis 0OM2Z - Period 3

Observations and Conclusions.

The Pearson Correlation coefficient is .0801,, which
indicates that there is virtually no relationship between
the dependent variable M.P.,D.(M.W.) and the independent
variable M.P.D.(A.W.). Out of the six partial correlations
obtained by controlling for exogenous variables singly,
only one, obtained by controlling for M.P.V.(productivity),
is indicative of any relationship between the independent
and dependent variables. Controlling for all the other
exogenous variables individually produces partial
correlation coefficients with absolute magnitudes less than

- 100{].

Controlling for M.P.V.(produetivity) produces the highly
deviant correlation coefficient of .6217, which contrasts

str%ngly with the other partial correlation coefficients.
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The probable reason for this is that the only

relationship occurring between the dependent variable
M.P.D.(M.W.) and the independent variable M.P.D.(A.W.)

is based on the fact that both are strongly related to

M.P. V.(productivity) . The dependent variable
M.P.D.(M.W.) varies with M.P.V.(productivity) with a
correlation of -.6614, whilst the independent variable
M.P.D.(A.W.) varies with M.P.V.(productivity) with e
correlation coefficient of .4921. I£ might be argued

that the relationship between the dependent and independent

variable may be spurious.

Adding the independent variable M.P.D.(A.W.) to the
regression equation for period 3 has the effect of
incrementing the coefficient of determination by .04Bé8,
which indicates that 4.868 per cent of the variation in the
dependent variable M.P.D.(M.W.) coincide with the variations
in the independent variable M.P.D.(A.W.). The Beta
coefficient of the independent variable for period three is
.6274616 indicating that a direct variation of .6274616
units in the dependent variable M.P.D.(M.W.) will coincide
with a variation of one unit in the independent variasble
M.P.D.(A.W.). This is consistent with the partial
correlation coefficient obtained by controlling for
M.P.V.(productivity), .6217, but is inconsistent with the
Pearson correlation coefficient and most of the Partial

correlation coefficients.

It can be concluded that for period three, hypothesis

0M2 is refuted, due to the lack of any substantial
relationship between the dependent variable M.P.D.(M.W.)

and the independent variable M.P.D.(A.W), with the exception

-
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of that indicated by the relationship obtained by
controlling for M.P.V.(productivity), which refutes
hypothesis 0OM1 and supports the antithesis, in that
the polarity of the correlation coefficient of .6217
indicates that above inflation net increases in,
rather than below inflation increases, in the average
wage will precede above inflation increases in the

minimum wage granted by the Full Bench.
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Hypothesis I.R.I. (Industrial Relstions 1 )

That positive values of M.P.V.(W.D.L) coincide with positive
values of the dependent variable M.P.D.(M.W), and negative

values of M.,P.V(W.D.L) coincide with negative values of
M.P.Q(M.W). A marginal percentage increase in M.P.V(N.D.Liﬁ B s
shqﬁid coinc;dé]with marjinal percentage increases in the t
dépendenﬁ;ﬁériable M.P.D.(M.W). This hypothesis is based oﬂl
the assg;ption that if the members of the Full Bench of the
Conciliation and Arbitration Commission perceive that, since
the last increase awarded in the minimum wage, there has been
a substantial increase in industrial unrest over pay claims,

the full bench will grant an above inflation minimum wage

increase, in order to restore industrial harmony.

.it should be noted that, since observations are based on the
periods between minimum wage increases, rather than on the
number of working days lost in the quarter immediately preced-
ing the minimum wage variation awarded at a National Wage

Case, the magnitude of changes in the number of working days
lost will be affected by the length of the interval between
national wage casesJ:fEe assumption is made that the Full Bench
will take the length of the interval between National Wage
cases into consideration when considering -the incidence of

industrial unrest as manifested in strikes.

Observations: 1955 to November 1976 including wage indexation
period.
(Period 1)
The Pearson correlation coefficient is .07621 which indicates
that there is no significant relationship between the dependent
variable M,P.D.(M.W) and the independent variable M.P.V.(W.D.L),
and, , on this basis, hypothesis IR1 is refuted. Analysis of
the partial correlation coefficients reveals that they range
in magnitude from -,0291, when controlling for MPV(unemployment),

to a maximum of .1453 when controlling for the effects of
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M.P.D(M.W.lag). Since there are no less than seven partial
correlation coefficients less than .1000 in magnitude, as is
the case with the Pearson correlation coefficient, it can be
concluded that hypothesis I.R.1 is refuted. When all the
independent variables apart fro«M.P.V. (W.P.L) are controlled
for, the partial correlation coefficient is .0334664,
which confirms this conclusion.

i st Doy o St
Thehcbefficient of determination,R 2. is ,00112, indicating
that .00112 per cent of the variations in the value of the
dependent variable M.P.D(M.W) is explained by the variable
MPV(W.D.L). In the regression equation for period 1 the
Beta value for MPV(WOL) is .423769, indicating that an
increase of one unit in M.P.V.(W.D.L) will cause an increase
of the magnitude of .0423769 units in the dependent variable
M.P.D.(W.D.L). Thus it can be concluded on the basis of these
results, that, in the period 1956 to the end of 1976, the
Full Bench did not place much weight on the incidence of
industrial unrest when considering the minimum wage increases
euarded.f&ﬁﬁilfﬁi,:E;w
Observations: 1956 to March 1975, excluding wage indexation.
The Pearson correlation coefficient is .0888 in magnitude,
from which fact it can be deduced that hypothesis I.R.1 is
refuted due to the absence of any substantial relationship
between the independent variable M.P.V.(W.D.L) and the
dependent variable M.P.D.(M.W).
The partial correlation coefficients range in magnitude from
.0877 whan eliminating the effects of M.P.D.(M.W.lag), to
.4555, when controlling for the effects of both M.P.D.(A.W)
and M.P.V.(productivity) together. The partial correlation
coefficient achieved when controlling for all other
independent variables is .0209117. These partial correlation
coefficients provide indichtions ranging from hypothesis I.R.1

being refuted to slight confirmation for hypothesis I.R.1



Controlling for both M.P.D.(A.W) and M.P.V.(productivity)
together produces a partial correlation coefficient of

.4555 because of the effects of the relationship between
independent variable M.P.V(W.D.L) and M.P.D.(A.W) as
manifested by a Pearson correlation coefficient of -.3363,
and because of a relationship bwtween M.P.V.(W.D.L) and the
dependent variable M.P.D.(M.W.) as indicated by a Pearson
correlation coefficient of .5379. This means that the fact
thata substantial relationship between the dependent and
independent variables is absent is due, to some extent, to
the relationship between M.P.D.(A.W.) and the independent
variable M.P.V.(W.D.L), and also to the relationship between
dgpendent variable M.P.D.(M.W) and M.P.v.(productivityf.

Thus the coincidience of negative values of M.P.D.(W.D.L) with
positive values of M.P.D.(A.W.), and the coincidence of
positive values of M.P.D.(.A.W.) with the dependent variable
M.P.D.(M.HW.) causes the Pearson correlation coefficient to be
reduced to .0888. Therefore controlling for both M.P.D.(A.W)
and M.P.V (productivity), together, increases the magnitude
of the correlation coefficient between independent variable
M.P.V.(W.D.L) and dependent variable M.P.D.(M.W) to .4445.
The absolute increment of the coefficient of determination,
due to the addition of MPV(W.D.L) to the regression equation
for Period 2, is .08878 indicating that onlyo.8878 per cent
of the variation in the dependent variable M.P.D.(M.W) is
explained by variations in M.P.V.(W.D.L.). In the same
regression equation, the beta coefficient is .1315420,
indicéting that a variation of one unit of M.,P.V(W.D.L,) will
cause a variation of .1315420 units in the dependent variable
M,P.D.(M.W,)., These results indicate that although the
attention given by the full bench to the incidence of strikes
when considering variations in the minimum wage in period 2
is miniscule, it is still slightly more than that paid to

the incidence of strikes in period 1, which incorporates the
wage indexation period. However, it is possible that this

effect may be due to the reduction from 21 cases in period 1
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to 14 cases in period 2,

It can therefore be concluded that, for period 2, hypothesis
I.R.1 is refuted due to an apparent absence of consideration
for the incidence of industrial unrest by the Full Bench of
the Conciliation and Arbitration Commission in the course

of National Wage Case hearings.

N ——

Period 3 1956 - March 1975.
et 1

, -

Hypothesis I.R.1 Observations

Dependent variable M.P.D.(M.W.) Independent variable
M.P.I(W.D.L.).

:??he Pearson correlation is -.7312, which strongly refutes
.hypothesis I-R and confirms its inverse, namely, that
the full bench would respond to a positive value of
M.P.I(W.D.L) with a negative value of M.P.D.(M.W), which
strongly contradicts the hypothesis I.R1. it might therefore
be said that the postulated relationship may be considered
spurious, if the results of controlling for both M.P.V

(productivity) and M.P.D.(.A.W.) are considered.

The refutation of hypothesis I.R.1 for period three is
borne out by the Beta coefficient of the independent variable
M.P.V.(W.D.L) of - .4392240 which indicates that a variation
in dependent variable M.P.D.(M.W.) of a given polarity, and
of .439224 units in magnitude, will coincide with a variation
of one unit in the independent variable ;$‘§ie opposite
polarity. This contradicts hypothesis I.R.1 which postulates
that positive values of M.,P.V.(W.D.L) will tend to coincide
with an above inflation minimum wage award, and negative
values of M.P.D.(W.D.L.) coincides with below inflation
minimum wage awards. The antithesis is thus confirmed,

in which positive values of M.P.V.(W.,D.,L) coincide with

below inflation increases and vice versa.

Adding M.P.V.(W.D.L) to the regression equation for period

three increments the coefficient of determination by .53462
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which indicates that variations in independent variable
M.P.V.(W.D.L) coincide with 53.462 per cent of the

variations of dependent variable M.P.D.(M.W), which indicates
the high relative strength of the inverse relationship
between M.P.D.(MW) and M.P.V(W.D.L). It can thus be concluded

that hypothesis I.R.1 is refuted and the opposite holds.

s " - p o o
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Economic Hypothesis E.1

Hypothesis E.1 That negative marginal percentage differsnces
between the minimum wage award and inflation will coincide
with positive values of M,P.V.(C.P.,l1). At times when there

is a positive value of M.P.V.(C.P.l), the Full Bench will
award 8 minimum wage increase below the increase in inflation,
such that the value for the dependent variable M.P.D.(M.W.)
will be negative. When M.P.V.(C.P.1) is negative, then the
Full Bench may award an sbove inflation minimum wage increase,

such that there is a positive value of M.P.D.(M.W.).

Observations and Coneclusions Period 1 21 cases 1956-1976

inclusive.

—

The Pearson correlation coefficient between the independent
variable M.P.V.(C.P.1) and the dependent variable M.P.D.(M.W.)
is .2033, The positive polarity of this coefficient indicates
that a positive value of the independent variable M.P.V.(C.P.1)
coincides with a positive value of dependent variable
M.P.D.(.M.W.), refuting hypothesis E.l, which postulates that

a positive value of M.,P.V.(C.P.1Y would coincide with a
negative value of the dependent variable M.P.D.(M.W.). On

the basis of the Pearson correlation coefficient, it could be

said that hypothesis E,1. is refuted.

Analysis of the partial correlation coefficients indicates

that there are no exogenous independent variables, significantl
affecting the relationship between independent variable
MPV(C.P.1) and independent variable MPV(MW),

The magnitudes of the partial correlation coefficients vary
from .1114 when controlling for the effects of M.P.D.(A.W.)

in the quarter prior to the National Wage Case, to a maximum

of .3974, when controlling for the effects of M.PiVi Euneﬁbloy

ment). This means that, in response to an increase in

inflation, the Full Bench would award & minimum wage increase
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such that the value of M.P.D.(M.W.) is positive. However,

a marginal percentage increase in unemployment, as indicated
by a positive value of MPV(unemployment), would probably
coincide with a positive value of M.P.V.(C.P.1l), since the
pearson correlation coefficient between M.P.V.(C.P.1) and |
M.P.V (unemployment) is .5694, Perceiving the rise in
ﬁnemployment coinciding with the rise in inflation, the Full
Bench would hesitate to award an above inflation minimum

wage increase for fear of increasing unemployment. Moreover,

in times of rising unemplyment, the ability of the unions

to bargain for above inflation minimum wage increases would
be diminished. Thus the restraining influence of

MPV(unemployment) holds the corrolation coefficient between

MPD(MW) and MPV(CP1l) at a lower magnitude. Controlling for

the effects of this restraining influence would increase

the magnitude of the coefficient to .3974. The net effect

'.nf controlling for all exogenous indepandent variables is

a partial correlation coefficient of .3133, which could
indicate the strength of the impact of M.P.V. (unemployment)
in relation to the other variations.

The increment to the coeffiecient of determination, 2,
generated by inecluding M.P.V.(C.P.1l) in the regression
equation FOF_R??iOQ 1l is .,07771, indicating that M.P.V.(C.P.1)
determines :ﬂi??f ﬁér cent of the variations in dependent
variable M.P.D.(M.W), which accounts for 31 percent of

the total of 2.239 percent of variations in M.P.D.(M.W)
caused by the combined effects of all the independent
variables. The beta coefficient of M.P,V(C.P.1l) is .4313,
indicating that a variation of one unit in independent

variable M,P,V(C.P.1l) would cause a variation of .4313 units

in M.P.D.(M.W), the independent variable.
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It can thus be concluded that hypothesis E1 is refuted

and its converse is true, namely, that a positive value

of MPV(CPl)will coincide with a positive value of dependent
variable M.P.D.(M.W), M,P.V.(C.P.1) contributes to one

third of the variation in M.P.D.{M.W) caused by all the ’1:ﬁ

independent varisbles combined, which is miniswule.

Hypothesis E.1 _Rgrind 2 1956-1975 - Excluding Wage Indexation

g

The Pearson correlation between dependent variable
M.P.D.(M.W.) and M.P.V (C.P.1) for period 2 is .2511, which
indicates that there is a slight tendency for the Full Bench
to respond to a positive value of M.P.V.(C.P.1), with an
above inflation increase in the minimum wage such that v
M.P.D.(M.W) has a positive value, thus refuting hypothesis
El, and confirming its antithesis, namely that a positive
value of M,P.V.(C.P.1) coincides with a positive value of
M.P.D.(M.W). The relationship between M.P.D.(M.W.) and
M.P.V.(C.P.,1) in period 2 is similar to that for period 1.
The elimination of the data for the National Wage Cases |
under the wage indexation guidelines bas not made a major

difference to the relationship between dependent variable

M.P.D.(M.W.) and independent variable M.P.V.(C.P.1). \

The Partiasl Correlation coefficients range in magnitude

from a minimum of -.0192, when controlling for M.P.D.(A.W),

to a maximum of ,4228 when controlling for the effects of

MPV (unemployment). Contreolling for all exogenous independent
variables produces a partial correlation coefficient of

.0800. i L

/The partial correlation coefficient of -.0192 could be said

Eo indicate that dependent variable M,P.D.(M.W) varies with
M.P.V.(C.P.1) mainly because M.P.D.(A.W.) varies along

with both the dependent variable M.P.D.(M.W.), with a

correlation coefficient of .5379, and with M.P.V.(C.P.1),
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with a correlation of .4929. This set of relationships
seems to indicate that, for period 2, hypothesis E1l

postulates a spurious relationship.

It could be argued that controlling @or M.P.D.(A.W.) could
be methodologically debatable, since increases in the
average wage probably contribute to increases in the

consumer price index, thus rendering M.P.D.(A.W.) an

intarvening variable./w P“xf&% r”*v—é CPT — mw

However, it should be considered that average wage increases
are not the sole factor determining the nature of increases
in the consumer price index. Autonomous increases in prices,
b~th in terms of local production and imported goods, play

a significant role. Since the extent to which M,P.D.(A.W.)

is an intervening variable is uncertain, its effects were

controlled for for explaratory purposes.

The partial correlation coefficient of .4248 achieved by
controlling for M.P.V. (unemployment) is a substantial
increase on the Pearson correlation coefficient of ,2511.
This difference might indicate that if not for fear of
causing increases in unemployment, the Full Bench would award

above inflation minimum wage increases so tha& the value of
H i 2L [76 Tt

' dependent variable M.P.D.(M.W.) would be\|positive., This

R84, teng’dL
L -

observation is borne out by the correlation coefficient
between M.P.D.(M.W,) and M.P.V.(unemployment) would coincide
with a negative value of M.P.D.(M.W.). This indicates the
Full Benche desire to counterbalance the coincidence between
increases in inflation and increases in unemployment, as

indicated by a correlation coefficient of .3666.

The foregoing indicates that, although the sign of the
correlation coefficient is positive, refuting hypothesis

El, the effects of factors such as MPV(unemployment) reduces
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the magnitude of the coefficient towards zero and negative
signs, which, if accompanied by magnitudes above .1000,

would indicate slight confirmation of hypothesis El.

Controlling for the combined effect:e of M.P.D.(A.W.)

and M.P.V.(productivity) produces a partial correlation
coefficient of -.2048, which indicates that a positive
value of M.,P.V.(C.P.1) coincides with a negative value of
the dependent variable M.P.D,(M.W.), thus confirming
hypothesis E.1. However, this is subject to doubts about
M.P.D.(A.W) being an intervening variable, and should be

egarded cautiously.

The increment to the overall coefficient of determination
caused by adding M.P,V.(C.P.1) to the regression equation

for period 2 is .00240, which indicates that M.P.V.(C.P.1)
cnntributes&.‘ﬁa percent of the variation in the dependent
variable M.P.D.(M.W) out of a total of 62 percent of

variation in M.P.D.(M.W.) accounted for by all the independent
variables combined. The Beta coefficient for M.P.C.(C.P.1)

is .0695290, which indicates that & variation of one unit

in MPV(C.P.1) will cause a variation of .0695290 units in

dependent variable M.P.D.(M.W).

Thus it can be concluded that hypothesis E1 is refuted due

to the fact its antithesis is slightly confirmed, as well

as the fact that a number of partial correlation coefficients
indicate that hypothesis E1 may postulate a spurious
relationship between the dependent and independent variables.
The situation in both periods one and two regarding the
relationship between M.P.V.(C.P.1) and dependent variable
M.P.D.(M.W.) is similar. However, the removal of the wage
indexation cases from the data causes the contributiorn of

M.P.V.(C.P.1) to the variations in dependent variable
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M.P.1(C.P.1) to decrease, indicting that M.P.V.(C.P.1)

must have played a significant part in the variation in
M.P.D.(M.W.) during the wage indexation periods which is
only to be expected, sincq;the basis of the wage indexation

guidelines was the 1ncreaée in inflation as measured by the

C.P.1.
Hypothesis E1 Period 3 - Observations and Conclusions.

The Pearson correlation between dependent variable M.P.D.(M.W)
Esnd independent variable M.P.V. (C.P.1l) is .1550, indicating
:that there is a slight relationship. The positive polarity
iuf the coefficient indicates that positive values, rather
1‘tl'rarn negative values as o%&g}ﬁkﬂd_hyvhxpg_ﬁﬁaia El, of
MiPeVul{CaPal) uoincidetﬂiig/Lositiva value of depen&HﬁFtD

yariable M.P.D.(M.W.), and negative valuas coiasia;"ﬁith
\—\—___________ =
,,/////i;gative values., This indicates that hypothesis El is

refuted, if the Pearson correlation coefficient is considered

by itself.

The partial correlation coefficients range from a minimum

of .0589 when controlling for M.P.V. (unemployment) to -

.5161 when controlling for both M.P.D. (A.W.) and M.P.V.(W.D,L)
The negativity of some of the partial correlation coefficients
confirm hypothesis El, and there are some positive partial

correlation coefficients which refute hypothesis E1l.

Controlling for M.P.V.(unemployment) reduces the correlation
coefficient to .0539, which indicates that the dependent
variable M.P.D.(M.W) is related to independent variable
M.P.V.(C.P.1) mainly because they are both correlated with
M.P.V. (unemployment. M.P.V.(C.P.I), the independent
variable, correlates to M.P.V.(unemployment) with a coefficent
of .4157, and dependent variable M.P.D. (M.W) correlates to
M.P.V. (unemployment, with a coefficient, of .2480. The
relationship via M.P.V. (unemployment) is stronger than the
direct relationship between M.P.D.(M.W.) and M.P.V (C.P.I),

\". ‘r,rf-f LA -::',fﬂ ’[M_ \'ﬂ/(:bt,h .fﬂu--‘:' "-‘4"{’ e ;“'G"*/ ar wﬂ..-..\t ;oﬁ_
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so that for period 3, the relationship postulated by

hypothesis E1 may be regarded as spurious. There are some
partial correlation coefficients of positive polarity,.

which refute hypothesis El, while those of negative polarity
tend to support hypothesis El.

Adding M.P.V.(C.P.I) to the regression equation for period
three increments the coefficient of determination by .07526,
which means that 7.5 percent of the variation in the

dependent wvariable M.P.D.(M.W.) coincides with variation

in the independent variasble M.P.V. (C.P.1). The beta
coefficient for M.P.V.(C.P.I) in period three is - .4512,

which indicates that an increase of one unit in independent
variable M.P.¥. (C.P.I) coincides with a decrease of - .4512
units in independent variable M.P.D. (M.W.), and a one unit
decrease in M.P.V.(C.P.1l) coincides with .4512 units increase
in M.P.D.(M.W). This negativity of the Beta coefficient
supports hypothesis El, which postulates that marginal 4
percentage increases in the C,P.I. should coincide with
below inflation minimum wage awards by the Full Bench, and
;'nat decreases in the C.P.I should coincide with above inflation
' minimum wage awards by the Full Bench. Thus, if considering

| the Pearson and partial correlation coefficients, it might

be concluded that hypothesis E1 is refuted. If the Beta

| coefficient is considered, it can be concluded that hypothesis
El is confirmed. Since there are only six cases evaluated

in period three, with all the potential inaccuracy that this
implies, both conclusions should be regarded with caution, /_
even though the six cases are regarded as comprising a J

statistical universe,
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Economic Hypothesis

Hypothesis E.1. That the Full Bench will be more inclined
to grant an above inflation minimum wage increase, such

that the value of dependent variable M.P.D.(M.W) is positive
when the H.Pj¥ (productivity) of labour, or internal rate

of return of labour, is positive. In other words, the Full
Bench is more likely to grant real wage increases if, in

the quarter prior to the increase in the minimum wage, there
is a real increase in productivity such that M.P.V.
(productivity) is positive. In other words, positive values
of M.P.V(productivity) coincides with positive values of

M P.D,(M,W), the dependent variable.

Observations and Conclusion, Economic Hypothesis EZ Period 1

21 cases 1956-1976.

The Pearson correlation coefficient for the relationship
between the dependent variable M.P.D.(M.W) and the
independent variable M.,P.V. (productivity) is .0544, the
magnitude of which indicates that there is virtually no
relationship between the dependent and independent variables.
The conclusion to be drawn from this result is that, since
the magnitude is not large enough to confirm the hypothesis,

’( r - ’
the hypothesis must stand refutad.fﬂ%f L?ﬂ*”“*i“\, U

i, Founn

The magnitudes of the partial correlation coefff&ienta
confirms the refutation of hypothesis E2, since none of the
partial correlation coeffi. ients is equal to or greater than
.1000, which is the minimum value at which it is possible to
hint at a relationship between the dependent and independent
variables. When controlling for all exogenocus independent
variables, for example, the partial correlation coefficient

is .0289.

Adding M.P.V (productivity) to the regression equation for
period 2 causes an increment to the coefficient of

determination of .00065, which indicates that M.P.V.
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(productivity) accounts for .065 per cent of all variations
in the dependent variable M.P.D.(M.W). The beta coefficient
for M.P.D.(productivity) is - .0271420, indicating that an
increase of one unit in M.P.V. (productivity) results in a
decrease of .02714Z units in dependent variable M.P.D.(M.W),
It can thus be concluded that hypothesis E2 is disproved for
period 1 because of the absence of a relationship between

the dependent and independent variables, In other words, the
Full Bench does not react in any specific manner to changes
in productivity of labour when considering increases to the

minimum wage.,
Ohservations and Conclusions: Hypothesis E2 Period 2.

The Pearson correlation coefficient is .1839, which slightly
confirms hypothesis E2Z. The partial correlation coefficients
range 1n magnitude from .1264, when controlling for both

M. Pﬂuf (C.P.I) and M.D.P.(M.W.lag), together, toc a maximum

of .5678 when controlling for the effects of both M.P.V.
(unemployment) and M.D,P. (A.W) together. All these partial
correlation coefficients, do, to some extent, indicate
confirmation of hypothesis E2. The reason for the relatively
high partial correlation obtained when controlling for both
M.P.D.(A.W.) and M.P.V, (unemployment) is that there is a
relationship between M.P.V. (unemployment) and M.D.P. (A.W.)
indicated by a Pearson Correlation coefficient of -,1177,
which indicates that a decrease in M.P.D.(A.W) will coincide
with an increase in M.P.V. (unemployment). This inverse
relationship is reflected in interactions with the independent
variable M.P.V.(productivity). The correlation between
M.P.V. (unemployment) and M.P.V.(productivity) is .4117,
indicating that a pesitive value of M.P.V(productivity)
coincides with a positive value of M.P.V, (unemployment)

whilst the correlation coefficient between M.P.V.(productivity)



and M.P.D.(average wage) ié -12168, indicating that
heglef =
positive values of M.P.V.(productivity) slightly coincide

with negative values of M.P.D. (average wage).

| pattN

The strong relationship between M.P.D.(A.W) and M.P.D(M.¥),

as illustrated by the magnitude of the Pearson correlation
coefficient of .5379, is coupled inversely via the relatively
weak correlation between M.P,V.(unemployment) and
M.P.D.(A.W.), to the strong positive relationship between

M.P.V.(unemployment) and independent variable M.P.V.(prosuct

~dvity).

Thus a net increase in productivity will coincide with an
increase in M.P.V.(unemployment). However, this net increase
in M.P.V.(unemployment) also coincides with a net decrease

in the average wage. The;e coincidencés occur in relation

to the quarter immediately preceding that in which the

minimum wage award is made. Therefore it appears that the
presence of unemployment will reduce the willingness of the
Full Beach to increase real wages following an increase in
M.P.V.(productivity). Thus controlling for the link between
M.P.V.(unemployment) and M.P.D.(M.W.) increases the magnitude
of the correlation coefficient between the independent variable
M.P.V.(productivity) and dependent variable M,P.D.(M.W.).

The Pearson correlation coefficient produced by controlling

for all exogenous independent variables is .392275, which is in
line with the above observations, and indicates slight

confirmation of hypothesis E.2.

The increment to the coefficient of determination caused by
adding M.P,V.(productivity) to the regression equation for
period two is .09477, which indicates that variations in
M.P.D.(productivity) contribute nine percent to all the
variations of the dependent variable; M.P.D.(M.W). The beta
coefficient for M.P.V.(M.W) is .5051642, which indicates that
a one unit variation in M.P.V.(productivity) induces a

variation of, in the same direction, of ,5051642 units in
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M.P.D.(M.W.), This indicates that net changes in labour
productivity play a part in the deliberations of the full
bench on the matter of increases in the minimum wage,
although only a small part. Hypothesis E2, is, for period
2, thus confirmed, although slightly. A net increase in
productivity of labour will have a slight influence in
persuading the full bench to grant an above inflation

minimum wage increase.

Hypothesis E2 Period 3 0Observetions and Conclusions.

The Pearson correlation of -.6614 is a strong refutation

of hypothesis E2, indicating that a positive value of
M.P.V.(productivity) will coincide with a negative value

of the dependent varisble M.P.D.(M.W.), while hypothesis

E2 postulates that a positive value of the independent

variable M.P.V. (productivity coincides with a negative value of

M.P.D.(MW), the dependent variable.

The absolute magnitudes of the partial correlation
coefficients range to -.9592.0r when controlling for both
M.P.D.(A.W) and M.P.V,(unemployment), together. Controlling
for these two variables together also produced the highest
partial correlation coefficient in period one. The pearson
correlation coefficients between M.P.D.(.A.W.) and
M.P.V.(unemployment) are relatively low, but they are
strongly correlated to the independent variable M.P.V
(productivity) and dependent variable M.P.D.(M.W). Controlling
for the variables pair MPV(unemploymwent .and M.P.D.(.A.W)
causes a substantial-increase in the coefficient correlating
the dependent and independent variables. M.P.V.(unemplpyment)
coreelates to independent variable M.P.V.(productivity) with
a coefficient of -.5450, and M.P.D.(A.W.) correlates to

M.P.V.(productivity) with a coefficient of .4924.
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Thus, a negative value of M.P.V.(unemployment) concide

with a positive value of M.P.D.(M.W), the dependent
variauie, which reduces the correlation between dependent
variable M.P.D.{(M.W) and the independent variable
M.P.V.(productivity). Controlling for the pair of variables
M.P.V.(unemployment) and M.P.D,(A.W.) eliminates this
dampening in€luence, raising the correlation coeffiecient

to - 9592.

Independent variable M.P.V.(productivity) correlates
strongly to M.P.V.(W.D.L), as does dependent variable
M.P.D,(M.W,) with coefficient of .6878 and - .7312, both of
waich are greater than the correlation coefficient between
M.P.D.(M.W.) and M.P.V.( productivity) of -.6614. It

might be said that, to some extent, dependent variable
M.P.D.(M.W) varies with independent variable M.P.V.(product
ivity) mainly because they both correlate strongly with
M.P.V.(W.D.C). Controlling for M.P.D.(W.D.L) reduces the
co-efficient with whieh M.P.D(M.W) correlates M.P.V.(
(productivity) to -.3312., The negatividly of the partial
correlation coefficients, suggests that a positive value of
M.P.V.(productivity) may coincide with a belnw inflation
minimum wage award, instead of an above inflation minimum
wage award as postulated by hypothesis E2, The same effect
holds for a positive value of M.P.V.(productivity) coinciding
with a positive value of M.P.V.(W.D.L), which strongly

correlates with a below inflation minimum wage award.,

This is borne out by a beta coefficient of M.P.V.(productivity)
of -,6701754, which indicates that a one unit increase in
MPV(productivity) would coincide with a decrease of .6701754
units in dependent variable M.P.D.(M.W), which would

probably be a manifestation of a below inflation minimum

wage award. Adding M.P.V.(productivity) to the regression.
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equation for period three increments the coefficient of
determination by .08618 units, indicating that B8.618
percent of variations in dependent variable M.P.D.(M.W.)
coincide with variation in independent variable

MP.V.(productivity).

The conclusion can therefore be drawn to the effect that
hypothesis E.2, which postulates that a positive value of
MPV(productivity) coincides with above inflation minimum

wage awards, is refuted in favour of an antithesis postulating
a below inflation minimum wage award coinciding with a

poaitive value of M.P.V.(productivity®. This may be due

A ——

to the d;minxshing marginal rate of return of labour
during periud three, coupled with rising inflation, prompting
the Full Bench to award at or above inflation minimum award

wages in accordance with the wage indexation guidelinas.
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Hypothesis E.3. That the M.P.V. (unewployment) nill vary

'y

J

inversely with the dependent variable M,0.D.(M.W.),
such inverse variation being manifested by negative values
of M,P.V. (unemployment) coinciding with positive values

of the dependent variable M.P.D.(M.W.). 1In other words,

a net decrease in unemployment in the quarter immediately
preceding the award of the minimum wage increase will
coincide with s J‘I’MW minimum wage above
inflation. Conversely, a net increase in unemployment will
probably occur in the quarter preceding the granting of a

below inflation minimum wage increase.

Hypothesis E 3 Period 1 21 cases Observations and

Coneclusions.

The negativ~ sign of the Pearson correlation coefficient
of =.2046 indicates confirmation of the hypothesis E3,
in that positive values of M.P.V.(unemployment) coincide

with neaative values of the dependent variable
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M.P.D(*M.W.), 'and negative values of M.P.V.(unemployment)
are likely to coincide with positive values of M.P.D.(M.W.).
The magnitude of the Pearson correlation coefficient indicates,

however, that the hypothesis E3 is only slightly confirmed.

The partial correlation coefficients vary in magnitude

from a minimum of-.,0987 when controlling for both M.P.D.(A.W)
and M.P.I(W.D.L.), together,,to a maximum of -.4153 when
controlling for the effects of both M.P.D.(M.W.}ag) and

and M.P.V.(P.P.1.) Although, in relative terms, the
magnitude of the partial correlation colefficient of -.0987

is a minor reduction from the magnitude of the Pearson
correlation coefficient of -.2046, it may be attributed to
the strength of the correlation between the independent variable
M.P.V.(unemployment) and M.P.V.(C.P.I) as indicated by a
Pearson correlation coefficient of the magnitude of .5694,
and to the correlation between M.P.V.(C.P.I) and M.P.D.(A.W)
of .2926, and to the correlation coefficient of ,3302 between
M.P.D.(A.W) and the dependent variable M.P.D.(M.W). Thus
there is an indirect chain of three correlation coefficients
linking the independent variable M.P.V.(unemployment) to the
dependent variable M.P.D.(M.W). Eech of the correlation
coefficients involved in this chain of relationships is
greater in magnitude than the direct correlation between
M.P.V.(unemployment) and M.P.D{(M.W.) of =-.2046. It might
therefore be suggested that M.P.V.(unemployment varies with
M.P.D.(M.W.) mainly because both the dependent and independent
variables vary with the pair of variables M.P.D,.(A.W.) and
M.,P.V.C.(C.P.I). Thus the hypothesized relationship might

be said to be spurious when controlling for these variables,

The highest magnitude obeerved in the partial correlation

coefficients is cbtained when controlling for both M.,P.V.c.



(W.D.L.) and M.P.D.(A.W) together, is -.4153. This can be
attributed to a chain of correlation coefficients such that

the partial correlation coefficient between the independent
variable M.P.V.(unemployment) and the dependent variable
M.P.D.(M.W,) is -.4389. Between M.P.V.(W.D.L.) and M.P.D.(A.W.
the pearson correlation coefficient is .3302. Each of the
coefficients in the chain is greater in magnitude than the
Pearson correlation coefficient between the independent
variable M.P.V.(unemployment) and the dependent variable
M.P.D.(M.W.). The presence of negative correlation coefficient
in the chain of coinciding relationships and their dispersion
therein, indicates an inverse relationship via the chain of

coeffic” ients. Thus a net increase in unemployment coincides

— - —

<) with a8 net decrease in the number of working days lost through

strike action, which coincides with a net increase in the

conng J.“\f'..r-_c é
average wage. Thus a ° . »of increasing unemployment,

—e—

increasing average wages and a decrease in the number of
working days lost through strike action, wi@? temptsthe full
bench to award a below inflation minimum way increase.
Controlling for all exogenous independent variables produces
a partial correlation coefficient of -.1575, which fits

‘ in nitﬁ the above Ebservations._j

Reentrpae HLeoguwrs F. P4 i

—Adding the variable M.P.V.(uhthloynent) to the regression
equatiunﬁ;;;;gﬁ?ibémé—aéoduces an-increment to the coefficient
CAFRI 5

of determination of .02158, which indicates that net
movements in unemployment determine 2 per cent of the total
variations in the dependent variable M.P.D.(M.W.). The beta
coefficient of -.4068B71 indicates that an increase of one
unit of unemployment will cause a decrease of #.4068871
units in M.P.D.(M.W.), thus confirming hypothesis E3 in
period one. Thus, it can be concluded that a negative value

of M.P.D.(M.W.) may coincide with a positive value of

M P_V_(unemployment).
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Economic Hypothesis E3 - Period 2 Observations and

Conclusions.

The Pearson correlation coefficient between the independent
variable M.P.V.(unemployment) and M.P.D.(M.W.), the dependent
variables is -.3321. The magnitude and the negative sign

of this coefficient indicates that hypothesis E3 is slightly
confirmed. The Pearson correlation coefficient of -.3321

for period 2 is slightly higher than that for period one,
-.2046, as is the case with the partial correlation
coefficients. This could be due to the fact that period 1

covers 21 cases, whereas period 2 covers l4 cases.

The magnitude of the partial correlation coefficients range

in magnitude from a minimum observed value of -.1147 when
contrelling for both M.P.D.(A.W.) and M.P.V.(W.D.L.) together,
to a maximum observed value of -.5575, when controlling

for M.P.V.(C.P.I) and M.P.V.(productivity) together.
Controlling for the pair of variables M.P.V.(C.P.I) and
M.P.V.(productivity) also achieves: the maximum observed
correlation coefficient in period one, indicating that the
removal of the data for the national wage cases operating
under the wage indexation guidelines does not drastically

alter the inter-relationships between variables.

The Pearson correlation coefficient between the independent
variable M.?.V.(unemployment) and M.P.V.'W.D.L) is -.6405,

and that between M.P.V,{(W.D.L) and M.P.D.(A.W.) is .3363,

and between M.P.D.(A.W.) and the dependent variable M.P.D.(M.W)
it is .5379. This indicates that the relationship between

the dependent and independent variables is stronger through

the pair of variables M.P.V.(.W.D.L) and M.P.D.(A.W) than
through the direct pearson correlation cosfficient between

the independent variable M.P.V.(unemployment) and the



dependent variable M.P.D.(M.W.), which is -.3321. This
menas that the independent variable M.P.V.(unemployment)
varies with the dependent variable M.P.D.(M.¥W.) mainly
because both the dgpendent and independent variables vary
with the pair of variables M.P.D.(A.W.) and M.P,V,.(W.D.L).
This might be said to render the direct relationship between
M.P.D.(M.W.) and M.P.V. (unemployment) spurious. This was alsi
the case for period 1 when the variables M,.P.D.(.A.W) and
M.P.V.(W.D.L) were both controlled for together. The net
relationship of these 'bypass' correlations, in both
instances, is the same as that for th. direct pearson
correlation coefficient, which has a negative sign. In other
words, during period two, a negative value of MPV(unemployment
would tend to precede a decision by the full bench to award
an increase in the minimum wage such that the value of
HLPLD, (LML) 6 DOSEEIvG; WRICH S et olniaEin AEove
inflation minimum wage increase. If the relationship between
M.P.D.(M.W) and M.P.V.(unemployment) could be said to be
spurious, there could not be sny implications of a causative
relationship between MP.D.(M.W.) and M.P.V.(unemployment).
Instead, it could be suggested that the negative value of
M.P.V.(unemployment) coincides with the positive value of
M.P.D. M.W,) for the same reasons that a negative value of
M.P.V.(unemployment) coincides with positive values of
M.P.V.(W.D.L) which in turn coincides with a negative value
of M.P.D.(A.W.), in turn coinciding with a positive value of
the dependent variable M.P.D.(M.W.). Thus a marginal
decrease in unemployment coincides with an gbove inflatien
minimum wege award for probably the savéfgggsé;; that a
marginal decrease in unemployment coiné?ﬁigf:;;h net increase
in the numter of working days lost\thfbugh industrial dispute:
which coincides with a below inflat;ﬁn increase observed in

/
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the average wage, which might precede the granting of an

above infletion minimum wage increese. The magnitudes of the
correlution coefficients suggest that the direct coincidences
between the changes in independent variable M,P.V.(unemployment
and dependent variable M.P.D.(M.W) is weaker than

relationships via M.P.D.(A.¥.) and M.P.V.(W.D.L).

The probable reasons why controlling for the effects of
M.P.V.(C.P.I) and M.P.V.(productivity) causes the magnitude

of the correlation coefficient to increase are twofold, but
related. In the first instances, there are the correlations
between each of M.P.V.(produectivity) and MP.V.(C.P.I) on

tne independent variable M.P.V.(unemployment), as indicated
by correlation coefficients of .4119 and .3666 respectively.
Secondly, there is the effect of the string of correlation
coefficients in parallel with the direct Pearson Correlation
coefficient between the independent variable M.P.V.
(unemployment) and the dependent variable M.P.D.(M.W.), such
that the correlation between M.P.V.(productivity) is .4119,
between M.P.V.(productivity) and M.P.V.(C.P.I1) it is .2508,

and between MP,V.(C.P.I) and the dependent variable M.P.D.(M.W)
it is .2410. Thus a marginal decrease in unemployment will
coincide with a marginal decrease in productivity, which will
coincide with a marginal decrease in inflation, which in turn
coincides with a below inflation minimum wage award. This is
in contrast with, and offsets, the coincidence between
negative values of the independent variable M.P.V.(unemployment
and a positive value of the dependent variable H.P.D.(M.W.),
Thus, where there are, in parallel, direct and indirect
relationships indicated by coreelation coefficients of opposin
polarities, i.e. positive and negative, the direct Pearson
correlation coefficients between the dependent and independent
variables are effectively reduced in magnitude. Thus,
controlling for the variables constitutinc the indirect
relationship, M.P.V.(C.P.1) and M.P.V.(productivity) would

have the effect of removino the offsettina influence and
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thereby raising the magnitude of the correlation coefficient

to, in this case, -.5575.

Adding M.P.V.(unemployment) to the regression equation

for period 2 causes the coefficient of determination to

be incremented by .18396, indicating that, for period 2, change
in unemployment induce 18 per cent of the variation in the
dependent variable M.P.D.(M.W.). The beta coefficient for
M.P.V.(unemployment) in period 2 is -.4121725, indicating that
an increase of one unit:in M.P.V. (unemployment) induces a
variation of -«.4121725 units in dependent variable, thus
confirming hypothesis E.3, namely, that net increase in

i1 P?.V.(unemployment) will induce a net decrease in the value

of MPD(MW).

Economic Hypothesis E.3 period 3 3/75 to 11/76 (Wage

Indexation).

Observations:

The Pearson correlation coefficient is .2480 which indicates
that there is a positive relationship between the independent
variable M.P.V.(unemployment) and M.P.D.(M.W.), the dependent
variable. 1In this situation, a negative value of M.P.V,
(unemplpyment) would coincide with a negative value of
dependent variable M.P.D.(M.W.). As the hypothesis postulates
that the polarity of the coefficient of correlation between
M.0.V.(unemployment) and MP.D.(M.W.) be negative, the
hypothesis is refuted, on the basis of the characteristics

of the Pearson correlation coefficient.

The partial correlatéon coefficients are diverse in
character, with correlation coefficients having negative
and positive polarity present. The negative correlation

coefficients range in magnitude from a minimum of -.0347
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when controlling for both M.P.V.(C.P.I) and M.P.V.(.W.D.L)
together, to a maximum of -,83849 when controlling for
M.P.D.(A.,W.) and M,P,V.(productivity). The latter is also
the correlation coefficient with the maximum observed
magnitude of all period 3 partials when analysing
hypothesis E.3. The positive partial correlations range

in magnitude from .B855 when controlling for both M,P.D.
(M.W.lag) and M.P.V.(productivity) to a maximum of .8422
when controlling for both M.P.D (M.W.lag) and M.P.V.(C.P.I).
As there are two partial correlation coefficients below
.1000, while the pearson correlation is .2480, it might

b~ assumed that for the six cases in the period March 1975,
hypothesis E.3. postulates a spurious relationship.

This suggestion is based on the assumption that none of the
variables controlled for are intervening variables. This
assumption has been made for all three periods, since
inereases in unemployment could be due to structural causes,
such as the introduction of automation, the transfer of an
operation to a cheap labour area, or closure of firms due

to competition from cheaper exports. ﬁ

Considering that a spurious ;elationships are revealed twice,
and the presence of various correlstiun_cue?ficients having
both positive and negative polarity, and since there are

a wide range of magnitudes evident among the partials, it
can be concluded that for the six cases in the wage

indexation period during 1975 and 1976, hypothesis E3 is

refuted.

Adding the independent variable M.P.V,(unemployment) to
the regression equation increments the coefficient of
determination by .0618, whicli indicates 6.18 per cent of the

variations in the dependent variable M.P.D.(M.W.) coincide
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with variations in the independent variable M.P.V. (unemploy
ment). The beta value for independent variable M.P.V.
(unemployment) is .413B62, which indicates thatan increase

of .413862 units in the dependent variable M.P.D.(M.W.)
coincides with an increase of one unit in the independent
variable M.P.V.(unemployment). This does not agree with
hypothesis E3 which postulates that a net increase in
unemployment, manifested as a positive value of M.P.D.
(unemployment), coincides with a below inflation minimum wage
award, manifested as a negative value of M.P.D.(M.W.).

The reason for this is that, during period three, the main
influence on M.P.D.(M.W.) has been variations in M.P.D.(W.DL),
which accounts for 53.462 per cent of the variation in
M.P.D.(M.W.), compared to the 6.18 per cent for M.P.V.
(unemployment). This supports the conclusion that for all
practical purposes, hypothesis E.3, is refuted in period

three.
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Political Hypothesis 1 - Pl1,
The Full Bench is more likely to award an above inflatiom

minimum wage increase whem a party sympathetic to the Labour
movement, such as the Australian Labour Party, is in office,
than when a pro-employer and anti-union party sueh as the Liberal

Paerty is in government.

Observations:

Presented overleaf is the data for the minimum wage cases,
classified according to the political party which was in the
federal government im Canberra., Listed are the unstandardized
values of the MPV(MW), MPV(CPI) and the difference between
MPV(MW) and MPV(CPI), which is MPD(MW). These are listed in
Table A. Since the political perty in power is a nominal type
datum, which is not amenable to Pearson correlation analysis,
simple percentages are used as a basis of comparisoa, The
percentages of the minimum wage increases are oross tabulated
with the polifical parties in Table B,



1973
1974
1975
1975
1975

1956
1957
1958
1959
1961
1964,
1966
1967
1968
31969

1

1972

1976
1976
1976
1976

LABOUR
LIBERAL
OVERALL

18 6
13 1
12 6
5 4
4, 4
LIBERAL _GOVERNMENTS.
0 0
~ 104 3 540
- 2944 2,0
—=""2.8 2,0
640 8.0
4.0 1,0
7.0 8.0
640 340
18,0 3.0
940 3.0
9.0 6.0
10,0 8.0
LABOUR GOVLIUMENT LEZi. lm ms.
6.0 640
640 3.0
3.0 3.0
3.0 2.0
TAB B.
BELOJ_TNFLATION. AT INFLATION,
20% 2%
26,665 208
33,23% 26.66%

- 1,00
6,00
1.00
0.00

0.00
-99.00
=2942
0.0
- 20
3.0
- - 10
3.0
15.0
640
3.0

2.0

0.0
3.0
0.0
1.0

ABOVE INFLATION.
60%  100%
53.33% 100%
404,015 1004



Conclusions: Iypothesis F.l.
As can be obzerved, 60 per cent of the increases were above
inflation under Labour amd 533 per cent were above inflation under

AT
Vi
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the Libersl Governments, and, comglementarily, 26.6 per cent of

the minimum wage awards were below inflation when the Liberal Farty

was in government, as compared to 20 per cent when the Labour party
was in govermment. On the fact of it, hypothesis P.l. would seem

to be slizhtly confirmed. However, this slight confirmation of the
hyoothesis that above inflation minimm wage increases are more

likely to occur when the Labour Party is in govermment, should not

be tzken as an indication that this party being in govermment in any
way czuses or influences the Full Bench of the Conciliation and
Arbitration Commission to award above inflation inereases, This is
because the Australian Labour Farty was in govermment for,approximately,
only 255 of the wage hearings, whilst 75% of the mindmim wage hearings
took place whilst the Liberal Party was in govermmemt. The differences
between the percentages of the minimum wage awards which are above and
below inflation, may be caused by changes in the economic variab les,
/such as MFV(CIPI)., If 75 per cent of the Mational Wage Cases had taken
place while the Australian Lsbour Party was in govermment, instead of
the Liberal Iartr, the percentagzes of minimum wage increases awarded
above inTlation may well have been similar to those granted whilst the

Liberal Farty was in government,
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- MULTIPLE REGRESSION EQUATIONS. i

Multiple regression analysis is a technique which can be
utilized to determine the degree of linear dependence of
dependent vgriable M.P.D.(M.W.) on the six ipdependent variables
M.P.D.(M.W.lag), M.P.V.(C,P.I), u,p.n.u.w:). M.P.V.(unemployment),
M.P.V.(W.D.L.) and M.P.V.(productivity) “The concerm is with the
strength of the dependence, or equivalently, with the amount of
variation in dependent variable M.P.D.(M.W) that can be explained
by linear dependence upon the six independent variables cperating /
jointly. For this purpose, the multiple correlatiom coefficient
R and the multiple coefficient of determimation R% would yield =S
the appropriate information. For period 1, incorporating all the
21 cases from 1956 to 1976 inclusive, the B2 is +22390, indicating
that 22,39 per cent of the variatiom im dependent variable M.P.D.(MW)
is explained by the six independent variables M.P.V.(C.P.I.),
MoP.Do(A.W), M.P.V.(unemployment), M.P.V.(W.D.L), M.P.D.(M.W.lag)
and M.P.V.(productivity). R A

In order to predict the values of the dependent variable
M.,P.D,(M.¥W), the value of the constant A and the Beta values are
employed to obtain the prediction regression equation, with which
a preducted N.P.D.(M.¥) value for any given combimation of the in=-
dependent variables M.P.D.(M.W.lag), M.P.V.(C.P.I), M.P.D,(A.¥),
M.P.V,(unemployment, M.P.V.(W.D.,L) and M,P.V.(productivity). The

generalized form of the regression equatiom is:-

/7 o

pef OV Thas - ﬂ
Y =a +/bl Var 1 + b2 Variable 2¥.....s + ba Variable N.

-

A is a constant which is added to each case and{%lﬂ b2, bn are the
ée/ui coefficients, which are standardized versioms of the partial
regression coefficients, which are measures of the influence of y
each independent variable upon the dependeat variable with adjust- L////
ments made for all other independent variables, In other words,

the beta coefficient is the partial eorrt;lt;ql coefficient achieved
when controlling for all exogenous independent variables, which is /
the reason why it has been used when amalysing the hypotheses con-
cerning each independent variable, AL

The reason why a standardized impartial f‘srtlptou coefficient
is used, is that each of the indlyond.ii i!riqbl.l are me,sured in |/
in different unit, Therefore, it is diffioult to determine the re-
lative importance of each independemt variable om the value of the
partial regression coefficient, B, aleme., Since the relative con-
tribution of each independent variable is of imterest, the Stands
ardized Regression Coefficients, Beta, are used,

Other things being egual, the partial correlation coefficient
ﬁ indicates that one standard deviation umit of change would in-

-  troduce a change in the value of the dependent variable equal to

¥ i)

i the value of the B or Beta coeffieient multiplied by the value of



the p-r:&pular independent varisble, /

The regrasaian equation for period one is:=
M.P.D.(MoW.) = 18,26 + 1465 (M.P.D_ (A.W)e = 4069 M.P.V.(unemployment)
+ 4384 M.P.V.(C.P.I) = .1252 (M.P.D.(M.W.lag)
+ 0423 M.P.V.(W.D.L.,) - ,0271 M.P.V.(productivity).
The overall accuracy of the prediction regression equation is
reflected by the coefficient of determimation R2, which indicates
the proportion of varistion explained by the variables in the re-
gression eguation, which, for perioed one, 15ng.18 per cent. /
Prediction asccuracy in sbsolute units is reflected by the standard
error of estimate for the regression equation, which is the atandnrﬂ
deviation of the residusls, which are the values of the difrerencq&f
between the asctual and predicted values of the independent variables
M.P.D.(M.W), For period one the standard error of estimste is .2L46
which indicates that _» on the average; predicted M.P.D(M.W) soore:xr/}

-;:79111 deviate rron the actuiI3ﬂ§P‘D (H We) by <2446 units on the =

M.P.D.(M.4) scele.
The regression prediction equation for period two is as follows:-

M.P.D.(M.¥.) = 57.62 + 6601 M.P.D.(A.W.) + ,5051 M.P.V.(productivity)
- 4122 M,P,V.(unemployment)
- 2415 H.P.D.(M.W.1lag) + 41315 M.P.V.(W.D.L.)
+ 0695 M.P.V.(C.P.I).

The RZ velue is 62510, indicating that 62.51 per cent of the
variation in dependent veriable M.P.D.(M.W.) is explained by the
varisbles in the resression equation for period two. The standrrd ers--
of estimate for period two is ,2165, indicating that, on the aversge,
predicted M.P.D.(M.W,) scores\will deviate from the actual M.P.D.(M.'V.)
by .21651 units on the M,P:D.(MiW.) seale.

For veriod three the regression prediction equation is:-

H,P.D, (H 4.) = 15,36 - 4392 (M.P.D.(W.D.L.) = ,4512 M.P.V.(C.P.I)
+ #6275 M.P.D.(A.W.) = 6701 M.P.V.(productivity)
- +2316 M.P.D,(M,W.lag) + »2562 M,P.V.(unemployment).

The B2 value is ,7347, indicating that 74,47 per cent of the
variation in the dependent variable M.P.D,(M.W.) is explained by the
variables in the regression equation for period three, The standard
error of estimate for the period three regression equation is ,86296,
indicating that, on the average, predicted M,P.D.(M.W.) values will
deviate from the actual M.P.D,(M,W,) values by .86296 units on the
M.P.D.(M.v,) FO810e

In oversll terms, the regression equation for period three ex-
plains more varisnce for period three than do the other two equatioms
for their respective periods, but is least accurste of the three
equations,because of the high value of the standard error of eatiu;te.
'he rezression equntion for period two is the most useful of the
three equ-tions, because it explains 2 relatively high 62 per cent

of the variance in dependent variable M,P.D.(M.W.) 2nd has a relatively
hish lsvel of accursey. as indiceted by the standard error of estimate
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~ of .2446, but it only explains 22.18 per cent of the varisnce
4 in M.P.De(Maie)e
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CONCLUSIONS.

The hypotheses which have been postulated, the observations
which have been made in order to test these hypotheses and the
conclusions concerning the refutatiom amd coafirmatiom of these,
hypotheses, are summed up im the folleowing table:=-

Hypothesis Period 1 Peried 2 Peried 3 Overall
R

(Cgagizationgl efuted Refuted Spurious Refuted

E§E§!§5%§11 Refuted Refuted Refuted Refuted

BoneBisis ;1 Bafuted Refuted Refuted Refuted
$358TiE.q, Comverse

53388 ea

Refuted

Economic Slightly Refuted Refuted,

Hypothesis E2 confirmed except for
Period 2.

Economic Confirmed Confirmed Refuted Confirmed

Hypothesis E3

Organigaticnal Refuted Refuted Refuted Refuted

Maintenance
Hypothesis OM2

The overall impression gained from examinatiom of the comclusions
derived from testing the hypotheses is,that with the exception of
Economic Hypothesis E3, on the basis of the Pearsom amd Partial cor-
relation coefficients, they have been refuted. Economic Hypothesis
E3 is regarded as confirmed, im that two out of the three periods
studied indicate that, with the exceptiom of the wage indexatiom

period, the Full Bench tended to abstaim from awarding am above in-
flatiom minimum wage increase im the event of a margimal percentage

increase in unemployment. The fact of risimg umemploymeant amd high /
inflatiomn during the wage indexatiom peried aceoumts for the refu /
atiom of hypothesis E3, in that the iamdexatiom guidelimes rendorez;/
changes in the Comsumer Price Index as the major factor, notwith-
standing the rising number of unemployed persoms, The need of the
unioms to seek to maintaimn the livimng standards of their members was
apparently so great that they were williig to put a number of joksf
at risk, in order to achieve this amd so at the guarterly Natiomal
Wage Case hearingg, they pressed for full wage increasesg im lime with

C.P.I increases.




Organizational Maintenance Hypothesis O.M.l has beem founmd
refuted, due to the low magnitudes of the Pearsom and partial
correlation coefficients, which were below.1000 in magnitude,
indicating that no discernible relatiomship existed betweemn the
status of the given minimum wage award in regard to inflatiom
and the status of the previous mimimum wage increase, This was
the case for both periods one and two. The Pearsom correlstiom
for period three, which represents the wage indexatiom period in
isolatiom, indicated that there may be a slight relatiomship bet-
ween a given and a previous minimum wage increase. However,
controlling for increases im inflatiom, as indicated by MPV(CPI),
indicated a stronger relatiomship, but it was argued that ia-
flatiom is an imtervening variable, simce am increase im MPD(Mwlag)
contributes, im the period of quarterly wage indexatiom hearings,
to the magnitude of MPV(CPI), which is the basis of the Full Bench
decision as to the magnitude of the mext mimimum wage increase,
Therefore, it is unwise to regard the correlatiom coefficient ob-
tained by controllimg for MPV(CPI) as anm indicatiom of relatiom-
ship, but it does point out the highly probable extent to which
the relationship between MPD(MWlag) and independent variable MPD(MW)
depends on inflationm, rather than any desire by the Full Bench to
alternatively present above and below inflatiom mimimum wage awards,

Nor does it seem, on the evidence comsidered, that the Full
Bench regards minimum wage mwards as a policy imstrument for reduc-
ing industrial unrest, In periods ome and two, which include and
exclude the wage indication peried respectively, there is no indiec-
ation that, as far as the minimum wage award is comcerned, the Full
Bench adopts any identifisble attitude towards varigtioms im the
number of working days lost, since the Pearsom correlatiom coefficient
is less than 1000. In period three, in which the wage indexationm
cases are isolated, the Pearson correlatiom indicates that large in-
creases in industrial unrest tends to coimcide with below inflatiom
minimum wage awards, which refuted hypothesis I.R.I. However, since

controlling for MPV(productivity) amd MPD(AW) together render the
hypothesized relatiomship spurious, observatiomns based on the Pear-
son correlation coefficient should be viewed with cautiom for period
three. The probable reasom for the mom uwse of the minisum wage as
an instrument of minimizimg industrial umrest,is, that strikes
usually concern wages and conditioms of employmemt im specific im-
dustried and for specific occupatiom groups, sometimes based om
issues such as over award payments, skill differentiatiom, demarcation
disputes and dismissals, and occasiomally political strikes occur,
such as the nationwide general strike over the Medibank issue in late
1975. Since strikes are not directed at the minimum wage itself, it
is plausible that the minimum wage variatioms in themselves, are not
used as an instrument t~ control strikes. If the unioms consider a
minimum wage imcrease inadequate, they temd to campaigm for wage
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""one Pearson and partial correlatioms, the low magnitudes of which

increases under individual industry awards, which the Commissiom

handles seperately, with each claim judged on its individual
merits.

Economic Hypothesis El, which hypothesizes that, as an in=-
flation control measure, the Full Bench will award p below in-
flation minimum wage award if there is a marginal imcrease ip
inflation,is refuted and the converse is slightly confirmed for
all periods, when wage indexatiom is imcluded, excluded and
isclated, on the basis of the Pearson correlatiom coefficiemnts,
although for period three, the beta coefficient seems to confirm
the hypothesis. The probable reasom for the fact that there is a
slight temdency for the Bull Bench to gramt above imflatiom mimi-
mum wage increases, isgthat it feels that it is morally obligated

to pursue a ypolicy imvolving wage justice, preservatiom of its
control over wage fixatiom and, possibly minimization of wage re-

lated industrial disputes. To deny wage imcreases necessary for wages
to keep pace with inflatiom, would mean umioms seeking wage im-
creases outside the Arbitration system, by direct megotiatiom backed
up by strike action. Thus, although minimum wages may not be im
direct response to previous imdustrial uarest, above inflation mini=-
mum wage awards may possibly be granted as a palliative to possible
future industrial actiom.

Productivity has, at times, been mentioned by the Full Bench
as a basis for decision making regarding prospective minimum wage
increases. On the basis of the defimitiom of the productivity of
labour considered here, it uoiia'é£§22;_%i;£'£§13 is not always
nééeséarily the caB;;-és can be concluded from analysis of period

are evidence of the invisibility or nom existence of any substan-
tial relationship between the productivity of labour and the status
of the minimum wage in relation to imnflatiom. Elimimatimg the cases
heard under the wage indexatiom guidelimes, causes a slight com-
firmation of the positive relationship betweem productivity im-
creases and minimum wage increases to become evideant., However, thi
may be a statistical effect due to the reductiom im the number of
cases. For period three, considerimng the wage indexatiom cases ia
isclation, the hypothesis is refuted and the conversessems to be
true, which is that decreases in the productivity of labour coincide
with above inflatiom wage increases, This is probably due to the
diminishing marginal rate of returm of labeur during 1975 amd 1976,
caused by the increases in minimum amnd other wages and amtiguated
equipment., The probable reason for the appsreat lack of concern

for the whole period 1956 - 1976,is, that productivity increasmd,_

at a faster rate than inflatiom - hence wages and the replacement
cost of capital equipment also increased at a lower rate tham

productivity. Thus, productivity was for most of the period 1956 -
1976 not a major consideratiom and, therefore, there was little, if

any, response by the Full Bench to variptioms im productivity, thus
refuting hypothesis E2.
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llelther do observations of the relationship between per-
centa e incresses in the average wage and MPD(M4) present
evidence of an organizational maintenance motivation on the part
of the members of the Full Bench, HypothesisOM2 postulates an inverse
relationship between MFD(AW) and MED(M{), but the polarity of the
correlation coefficients indicate that the relationship is a direct
one, Marginal percentage increases in the average wage tend to
precede above-inflation minimum wage awards, rather than below-
inflation minimum wage increases, when ineluding and execluding
the wage indexation dsta, which, when isolated and examined seperately,
indicete the absence of a meaningful relationship between variations
in the average wage and variations in the minimm wage. Thus it can
be concluded that the relationship between MPD(M4) and MPD(AW) does
not demonstrate organizational maintenance motivagtion on the pert of
the Full Benche £

»




Oﬁ the basis of the foregoing statisticsl analysis, it can
be conecluded that for the periods from 1956 - 1976, including
and excluding the wage indexation period, that there is a tend-
ency for the Full Bench to award below inflation minimum wage
increases if there is a marginal percentage increase in unemploy-
-ent, or if there is a2 marginal decrease in unemployment, the
Full ﬁonch may tend to award above-inflation minimum wage in-
oreases thua eonfirning hypothesis E3. TIn period three, where
\ indoxation cases are isolated, it appears that the Full
-Bench ﬁwetda above-inflation minimum wage increases, despite
uargiﬁnl iareentagc increaces in unemployment. This could be

due to tho fact that,in 1975 and 1976, inflation was rising
with such spead that the unions were prepared to risk employment
to the extent of maintaining their real wapge and, therefore,

they pressed the Full Bench to award at least a minimum wage in-
crease of the same magnitude of the preceding inflation increase,

Thus, in the long term perspective of basic and minimum wage in-
creases over twenty years, it seems that the Full Bench may have
given some attention to variations in unemployment, but im 1975 =
1976, when there were rapid increases in inflation, maintenance
of real wages became the main priority for the Full Bench.

L/
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Althourh most of the liypotheses tested have been refuted,
tiiis does not mean thot the research described has been a failure.
The aim ol this thesis has Leen to determine whether the Full Bench p
consistently alhored Lo given criteria when deciding the magnitude | /
2 the jiven mininum wssze increase, and hence its relationship to
the magnitude of the percentage increase, which has profound social
and ¢« 1itical im_ licztions. The hypotheses, as instruments, rather
than as objects of research, have provided the framework for the
analysis of relationships, from which the following conclusions have
been derived:-
a) The Full Bench of the Commonwealth Conciliation and Arbitration
Commission has not consistently alternated above and below inflation
minimun wage increases.
b) The Full Bench has not, throughout the period 1956-1976, con- .
sistently awarded below-inflation minimum wage increases following
above~inflation average waze increases, or above-inflation minimum
vare increasses followinz below-inflation average wage increases.
c) lhere 'z been a slizhit teniency for the Full Bench to award
above-inflation minimum wage increases following on from marginal
percentaze increases in inflation.
d) Over the period 1956-1976, the Full Bench has not consistently

wor o ed above-inflation minimum wage increases in resyponse to marginal

Vi

ssrecenbaze inevcoases in .roductivity, or below infletion nminimum wage *

incveases in res oinve Lo marzinel percentage decreases in productivity,
e) Uver the period 1956-1976, the Full Bench has not consistently
nwcrctl cbove Indletion minioum wage increases inresnonse to increases
in worlring days lost throuszh industrial action, <

£) There has been a tendency, in the years 1956-1976, for the Full
Bench to awsrd above inflation minimum wage increases following a
decrease in unemnvloyuent and to award below inflation minimum wage/
increzses following an inerease in unemployment.

z) It has been determined that 26,6 per cent of the minimum wage awerds
were below inflation when the Liberal Party was in govermment and 20 per
cent were below inflation when the Australian Labour Party was in govern-
ment, However, it should be noted that sixteen cases were heard whilst
the Libersl Party was in government and five cases were heard whilst the
Aupstralian Labour Party was in govermment,
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