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TRANSITION TO ANEW SYSTEM

During the first 90 years of our federation Australia
developed a highly regulated industrial relations
system that reflected an age when industries were
protected from global competition and jobs in
Australia were relatively abundant and protected
by government industry and migration policies.
Many groups were also effectively excluded from
areas of the labour market, particularly Australian
women.

The system developed in an ad hoc manner
throughout the 20t century, extending beyond the
structure for regulating employer/employee
relationships contemplated by the framers of
Australia’s constitution. As it grew it became
characterised by institutionalised minimum
standard setting, compulsory conciliation and
arbitration and considerable powers of influence
and intervention by third parties — primarily
industrial tribunals, courts and industrial
organisations. This structure became unique
amongst developed economies.

By the late 1980s Australia started to recognise
that the global economy, increasing competition
and greater mobility of capital and labour meant
that new approaches to longstanding domestic
policies were necessary. Revised industry, trade and
financial policies meant that the centrally
controlled Australian industrial relations system
also had to change if we were to keep our high
standard of living.

The challenge for Australia was to create an
industrial relations system where decisions about
wages, conditions of employment and the
resolution of disputes could increasingly be made
in the workplace where the circumstances and
mutual interests of actual employers and
employees would be paramount. The appeal of
such a system was that it could provide the most
effective way to lift economic performance and
living standards through employers and employees
working in conjunction with each other, not at each
other’s expense. The quid pro quo was that the

institutional third party structures, which
dominated the previous system, would have to be
modified and, at least in part, give way to allow
the new system to operate.

The style of the new system was summarised by
then Prime Minister Paul Keating in April 1993:

“ Let me describe the model of industrial
relations we are working towards.

Itisamodel which placesprimary emphasis
on bargaining at theworkplace level within
aframework of minimumstandards provided
by arbitral tribunals.

It is @ model under which compulsorily
arbitrated awards and arbitrated wage
increaseswould bethere only asa safety net.

The safety net would not be intended to
prescribethe actual conditions of work of
most employees, but only to catch those
unabl e to make wor kplace agreements with
employers.

Over time the safety net would inevitably
become simpler. We would have fewer
awardswith fewer clauses.

For most employees and most businesses,
wages and conditions of work would be
determined by agreementsworked out by the
employer, the employeesand their union.

These agreements would predominately be
based on improving the productive
performance of enter prises, because both
employers and employees are coming to
understand that only productivity
improvements can guarantee sustainable
real wage increases.

We would have an Industrial Relations
Commission which helped employers and
employeesreach enter prise bargains, which
kept the safety net in good repair, which
advised the Government and the parties of
emerging difficulties and possible
improvements, but which would rarely have
to use its compulsory arbitral powers.
Instead, partieswould be expectedto bargain
in good faith.
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We would have sufficient harmony between
Sateandfederal industrial relationssystems
to ensure that they all head in the same
direction and used the same general rules.

That isthe goal we areworking towards.” !

The process of opening the Australian workplace
relations system to a greater enterprise focus
commenced in the early 1990s with passage of
the (then) Labor government’s 1993 Industrial
Relations Reform Act. For the first time, a system
of collective enterprise bargaining that could
displace multi-employer award regulation was
formalised.

The Federal Coalition Government’s Workplace
Relations Act 1996 accelerated that process. It more
comprehensively established a framework which,
although the product of political compromise,
tried to move the primary focus of the system to
collective and individual workplace agreements and
away from centrally determined outcomes.
Bargaining was given primacy over central
regulation. Intervention rights in collective
agreement making were limited. Awards were
required to be simpler minimum standards
operating as a safety net only. Tribunal powers to
regulate the workplace and to intervene in
bargaining were restricted. Systematic rights to
freedom of association were enacted and
individual agreement making was formally
recognised. In addition, during the early to mid
1990s a number of state governments in Australia
moved to restructure state industrial systems with
similar — and in some cases — more substantial
moves towards a decentralised workplace focus.

A further significant reform occurred in December
1996 with an agreement between the Federal
Government and the (then) Victorian State
Government for the referral of most state
industrial powers to the Commonwealth, leading
to a single regulatory jurisdiction which has
operated in that state since 1997.

A very significant feature of the structural changes
in 1993 and in 1996 was that they were taken by

Australian governments of different political
persuasions. Despite the inevitable politics
associated with industrial relations, there was
bipartisan support (at least between governments)
for the new direction in Australian labour relations.
That in itself is powerful evidence that a
decentralised style of labour market reform in
Australiais in the national interest:

“ For morethan a decade now therehasbeen
widespread support for the policy of moving
Australia’s formal workplace relations
systemaway fromitstraditional focusonthe
centralised determination of wages and
conditions of employment by industrial
tribunal s—through a systemof industry and
occupational awards — to agreements
reached directly at the enterprise and
workplacelevel.

Reformsto the wage setting arrangements
began in the late 1980s with a growing
recognition among Australians of the
importance of ensuring greater inter national
competitiveness by linking wages and
improvementsin conditions of employment
to increases in productivity, skill and
flexibility at the workplace level. The need
to make enterprise based agreements a
central part of the systemhas been endor sed
by both major political parties, all major
employer organisations, the ACTU, and the
majority of individual unions although
different approaches have been advocated.”?

STRUCTURAL REFORM SINCE 1996

It is only in the workplace that the true measure
of improvements to workplace relations can take
place. Workplace relations is, at the end of the day,
the product of relationships between employers
and their staff. Undoubtedly over the past decade
there have been significant changes in the way that
labour relations is conducted in many Australian
workplaces. Wages, conditions of employment and
living standards have increased on the back of
strong productivity, a growth in agreement making
and significantly fewer disputes.
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The role of the 1993 and 1996 structural changes
in producing these results was significant, albeit
difficult to quantify. As with most aspects of
economic and social change, a mix of factors
contribute to outcomes. In some cases commercial
imperatives, product markets and the evolving
shape of the labour market have driven change.
In many other workplaces the structural changes
to the system have given the impetus and
confidence to employers and employees to embark
on new ways of developing their relationships and
for setting wages, employment conditions and
business objectives.

In all cases, the nature of the system and its
regulatory institutions is crucial; it provides the
legal framework around which commercially or
industrially driven reform must be implemented.
It shapes the possible. Depending on the content
of the system, it acts either as an aid or a hindrance
to workplace reform.

Since the commencement of the federal Workplace
Relations Act in early 1997, amendment to the
federal statutory framework has, at best, been
incremental. This has largely been the consequence
of an unsympathetic Senate, which between 1998
and 2001 rejected, delayed or amended large parts
of the Federal Government’s second term agenda.
Corresponding with this period of parliamentary
gridlock, labour market reform was also frustrated
by legal action by some unions opposed to
workplace change, some lack management
leadership, by some decisions of courts and
tribunals, and by some state governments seeking
to re-regulate their state workplace relations
systems.

The consequence is that, by the end of 2002,
Australia has:

* Animproved framework at a federal level and
in some states, but one which has not moved
significantly since 1997 and which remains
complex and over regulated.

» An emerging move by state governments to
re-regulate state industrial systems.

This scenario sends mixed and confusing signals
to employers and employees in workplaces,
particularly those at various stages of
implementing workplace change on the premise
of a less centralised system.

Australia is, at best, one decade into its transition
from the nine-decade-old centralised system based
on 19t century paradigms.

The concept of transition here is important.
Having left for a new destination, we have not yet
reached it. For some we still sit uncomfortably in
the middle of two systems.

This is because the 1993 and 1996 changes did
not displace the former system. They were
introduced over the former system, not as a
substitute. They were enabling, not compelling;
they were reforms that allowed for but did not
demand new workplace relationships. The nature
and pace of workplace reform and the transition
to the new system was left to be a product of the
needs, choices, attitudes and decisions made at the
workplace and by third parties over the following
years.

PROGRESSING THE REFORM AGENDA

Workplace reform in Australia is unfinished
business.

How then should Australia further the reform
agenda it commenced in 1993 and 19967

The current Federal Coalition Government went
to the 2001 federal election with a commitment
to:

“...createanindustrial relations system
that empower s employersand employeesto
build co-operative, productive and
prosperousworkplaces. . . to give greater
choiceand flexibility for workerswanting a
better balance between career and family
responsibilities. . . and to encourage job
growth, job security and higher living
standardsfor workersand their families.”®
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The government’s policy statement, Choice and
Reward in a Changing Workplace, foreshadowed issue
specific amendments to the federal Workplace
Relations Act in the areas of unfair dismissal,
industrial action, secret ballots, workplace
agreements, right of union entry to workplaces,
secondary boycotts, mediation and bargaining fees
on non-union members.

The Australian Chamber of Commerce and
Industry (ACCI) and the business community have
broadly supported the direction of the Federal
Government’s changes in each of these areas, most
of which were in the public arena (and the
Parliament) well before the 2001 general election
was held.

Important as they are, the incremental legislative
changes foreshadowed by the Federal Government
in its third term do not constitute the full agenda
of labour market reform required in Australia.
Government alone is not the answer.

The Prime Minister John Howard addressed this
pointin May 2002:

“We've had a lot of industrial relations
reformover thelast six years, but we need
more. | regard what we havedoneinthearea
of workplace relations as being essentially
work in progress, we've made a lot of
progress but we still have a distanceto go.
And | want to assure you that we will not
weaken or tirein our efforts...” 4

What is needed is for the Parliament to consider
these specific measures introduced in 2002 on their
merits, and then for all parties including those in
the workplace to focus on the remaining broader
structural issues of labour market reform.

What then is that broader reform agenda?

Early in 2002 the federal Minister for Employment
and Workplace Relations, Tony Abbott, issued a
challenge to industry and representatives of
employers to articulate, promote and implement
an ongoing reform agenda.

At about the same time the federal Opposition
announced that it would review its industrial
relations policies as part of its policy review
following the 2001 federal election. Since then,
the Opposition has been willing to propose some
amendments to workplace laws, rather than adopt
a ‘just say no’ approach. The bipartisan passage in
October 2002 of modernised governance
arrangements for unions and employer
associations is evidence of a more constructive
approach to policy making.

The Australian Democrats, whose position in the
Senate has been crucial to the fate of industrial
legislation over the past decade, have also restated
their commitment to assessing industrial proposals
on their merits during this parliamentary term.

Itis time for Australian industry to do what it has
not done since the late 1980s — articulate an
integrated plan to progress labour relations reform
in Australia.

As the peak national body representing the
interests of private employers in Australia, ACCI
and its members have been, and continue to be, at
the forefront of advocating the case for further
labour market reform in Australia.

We said at the time the federal Minister issued his
policy challenge in early 2002 that we would meet
it.

In March 2002, the ACCI Council — which
comprises a full cross section of representatives
of Australian industry large, medium and small in
all states and territories, passed a unanimous
resolution which instructed its secretariat to
prepare an agenda for progressing labour market
reformin Australia.

This Blueprint is that agenda.

It outlines short term, medium term and longer-
term reform proposals for the first decade of this
century. It challenges governments, parliaments,
unions, employer bodies and most importantly
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employers and employees to improve workplace
relations and lift workplace performance.

It identifies key policy principles, it audits the
current system against those principles, and it
makes specific proposals for further reform
according to a designated timetable.

The ACCI Council adopted this reform Blueprint
in passing the following resolution:

reform beyond those proposals remains
necessary for national well being;

Affirmsthat further progressing the task of
labour market reformin Australia should be
set asa national priority;

Endorsesand adoptsthe strategiesoutlined
in the ACCI Labour Relations Reform
Blueprint 2002-2010 asthe next steps needed
in a strategic plan that will implement

ACCI Council:

Acknowledgesthegainsthat have been made
in Australia over the past decade — and
particularly since 1993 and 1996 - toreform
the labour relations system by creating a
greater focus on the setting of wages and
conditions, and the resolution of disputes,
at the workplace;

Notesthat these reforms have significantly
contributed to beneficial economic and
industrial outcomes over this period for
employers, employeesand the community as
awhole;

Recognises the significant role that many
individual businesses, their staff and their
representative organisationshave playedin
delivering these outcomes,

Notes that the direction of the workplace
reforms during this period has been
consistent with the policy objectivesof ACCI
but has fallen short of its full
implementation;

Expresses concern that a number of
impedimentsto further reform have become
evident over this period, including
obstructionismwithin the Parliament, some
adverse Court and tribunal decisions, hostile
attitudes within some trade unions and
regressiveindustrial policies by some Sate
gover nments;

Wel comes much of the single-issue labour
relationsreformproposal sbeing pursued by
the Federal Government through the
Parliament in its third term but notes that

objectives of the ACCI Labour Relations
Policy for the betterment of Australian
businesses, employees, jobs and living
standards;

Commends the ACCI Labour Relations
Reform Blueprint 2002-2010 to all
participantsresponsiblefor labour mar ket
reformin Australiaand callsfor theadoption
of a fresh and open-minded approach inthe
national interest for continued labour
relationsreformin Australia.

This Blueprintis not intended to be an exhaustive
or set agenda. It is to be updated, refined and
reviewed over the course of this decade. Given
its primary focus on workplace relations, it does
not include many other aspects of workplace and
employment policy that must be addressed by
policy makers and which have direct impact on
labour market outcomes.

To thisend, ACCI is undertaking complementary
policy work in areas such as:

» Occupational health and safety.

* Rehabilitation and workers compensation.
» Employment services.

» Education, training and skill development.

e The transitions from school to work and
welfare towork.

» Policies associated with the ageing of our
population.




Australian Chamber of Commerce and Industry

For example, significant national policy analysis
is undertaken by ACCI through industry
representation on the National Occupational
Health and Safety Commission, as well as work
associated with the tri-partite National OHS
Strategy released in May 2002 and the development
of an ACCI forward agenda on OHS workplace
safety and policy priorities.

ACCIl does not present this agenda to
governments, parliamentarians, employers,
employees, unions, policy makers and the
Australian public, for abstract or theoretical
purposes.

Australian employers believe in labour market
reform because they know that a modern industrial
system is the only way we can confidently grow
our national wealth, grow our businesses, increase
our living standards, secure our existing jobs and
attract new jobs into our cities, our regional areas
and our local communities. A modern workplace,
with best practice workplace relations, is a key to
a modern and better future.

Building on the half complete workplace reform
agenda in Australia is no easy task. Difficult
decisions and choices have to be made. This is

particularly so given that the debate over
industrial reform has so often been polarised with
entrenched positions adopted in the political and
industrial arenas. It was difficult to start the process
and yet Australia did — with an impressively high
degree of bipartisan consensus. With goodwill and
common sense we now have to build on the
foundations that have been laid.

We welcome your constructive participation in this
most important of public policy debates.

NOTES
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1.1 WHY WE NEED WORKPLACE CHANGE

Throughout the past two decades, workplace
reform, involving as it does our jobs, incomes
and working arrangements, has never been far
from public debate and controversy.

Opinions and counter opinions have been
expressed about the best framework for a
system of workplace relations. Theorists,
academics, experts and almost everyone else
have had their say. Some saw no need to
fundamentally change the centralised system:

. .we reached the conclusion that no
substantial case has been made that
industrial relations would improve if
conciliation and arbitration were
abandoned in favour of some other
system, such as collective bargaining.”
Committee of Review on Australian
Industria Relations Law and Systems®

On the other hand, others saw greater
prospects for a reformed system:

“Changes in industrial relations
arrangements were seen as necessary to
bring about better utilisation of both
workforce skills and work time, to
enhance the ability of firms to modernise
their human resource practices, and to
promote mor e co-oper ative relationships.”
Professor Mark Wooderf

“ The new wage bargaining strategy is a
strategy designed to create more
interesting and financially rewarding jobs,
by stimulating greater worker involvement
in all aspects of theway their industry and
workplace operates, thereby driving
enterprise reform and pushing up
productivity levels.” Former ACTU
Secretary, Bill Kelty’

“We are unguestionably moving towards
a systemin which the primary emphasisis
on workplace bargaining, underpinned
by awards. A systemwherefor the majority
of employees, wages and conditions of
work are covered by workplace

agreements — agreements between
workplace participants. Agreements that
are tailored to the needs of individual
enterprises, and based on improving the
productive performance of those
enterprises” Former Minister for Industrial
Relations, Laurie Brereton?

“ Workplace relations reform can deliver
significant benefits to employers and
employees, and the community generally.
Increased labour market flexibility and
reduced regulation contribute to greater
productivity and competitiveness. They are
important for sustained economic and
employment growth and improved living
standards. Such reformis also necessary
to enable small businesses to thrive and
create employment. At the same time,
moving away from a centralised and
prescriptive approach can enable
employees to have more say at work; to
have their interests catered for in more
flexible work arrangements; to be better
rewarded for their particular efforts and
skills; and to havereal wageincreasesand
more job security.” Former Minister for
Employment, Workplace Relationsand Small
Business, Peter Reith®

“We desperately need a complete break
fromthe old system—a new start that would
provide the opportunity for establishing
a new province of law and order based
on voluntarily agreed exchanges of
individual rights and obligations by the
parties directly involved. By drawing on
the lessons from our own past, and from
those with less regulated labour markets,
such a new start would offer the potential
for Australia to jump from being well
bel ow world best practice to number one.”
DesMoore, Ingtitute for Private Enterprise'®

Influential international bodies, such as the
OECD, have concluded that “increased
flexibility of working time, making wages and
labour costs more flexible and reforming
employment security provisions tare essential
policy components of a ten step micro-
economic reform agenda capable of delivering
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sustained growth in employment and living
standards in domestic economies. In recent
years the OECD has repeated these
observations in the context of examining and
specifically endorsing the general direction of
labour market policy changes made in
Australia in 1993 and 1996, and calling for
further structural changes in legislation and
in workplaces.

“ The benefits of a comprehensive approach
to structural reform have become apparent
in the pick up of Australia’s multi-factor
productivity growth...better management
practices and work arrangements have
improved capital productivity...

The flexibility of the labour market has
increased by the move towards a more
decentralised system of setting wages and
other conditions of employment, but thereis
a need for more effective
decentralisation...Thereform process needs
to be completed in the light of Australia’s
level of structural unemployment and the
need to sustain the improvement in
productivity performance.” 2

The advantage we now have in Australia is that
this debate need not be conducted in the
abstract. For a decade we have had a measure
of labour market reform occasioned by
legislative changes in 1993 and 1996. We might
still be in an uncomfortable hybrid of the old,
highly centralised system and a more

decentralised, less regulated system, but there
IS scope to assess our limited experience of
workplace change.

Despite the incomplete nature of the reforms,
and their imperfect operation, the decade long
reforms have contributed (not solely, but as a
significant contributor) to a powerful
combination of positive outcomes:

— Inflation — it is lower.

— Productivity — it is higher.

— Real wages — they are much higher.
— Interest rates — they are lower.

— Disputes and strikes — they are dramatically
lower.

— Number of people in jobs — the highest it
has ever been.

— Unemployment — it is considerably lower.

These are a conjunction of outcomes that the
architects of the reform process in the early
and mid 1990s could barely have hoped for.
They are a combination of trends that had
eluded Australia for decades. The results have
been to the national good — and as a nation we
should be ambitious for even better outcomes
in future years:

Labour Productivity Growth (%) 1984-2000%
3.0

1984-85t0
1888-89

1988-89 to
1993-04
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Real Wages Growth 1984-2000*
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“ Much of the economic policy shift of the
last two decades, including workplace
reform, has been directed at improving
Australia’s growth rate of productivity.
Productivity is a key performance measure
for the economy —it under pinsinternational
competitiveness and is fundamental to
sustained improvementsin living standards.
Productivity represents the ability of the
economy to employ itsresour ces, both human
and capital, to produce output (and therefore
income).

The impact of workplace reform on the
labour market and the economy more
broadly is difficult to quantify as it has
occurred in an economic environment
characterised by rapid technological and
structural change...Thereare a number of
indications however that the process so far
of reforming Australia’ scomplexindustrial
relations systemhashad profound effectson
many industries. It has been an important
factor in reducing labour inefficienciesand
increasing the flexibility of working
conditions...It has also contributed to
keeping wage increases broadly in linewith
productivity growth during the economic
recovery of the 1990s allowing a virtuous
combination of low inflation, rising real
wages, good productivity growth and rising
profits.” 5

“...structural reforms undertaken in
Australia during the past two decades were
the principal factorsunderpinning the pick
up in productivity growth. The effect of such
reforms may not yet have emerged in full,
nor hasthe scope for further reformbeen
exhausted.” OECD*

11

1999 2002

Importantly, these outcomes have had a
positive impact on wages and living standards
of lower income earners, not just managerial
or executive staff. For all of us, our jobs, our
incomes, our purchasing power, our
employment conditions, and our capacity to
care for and maintain ourselves and our
families in our lifestyles are based upon our
economy and our labour market operating at
the best possible levels.

It has often been said, correctly, that Australia
has had a unique system of regulating industrial
relations. Whilst some elements of that system
served Australia well, others did so only in the
context of a domestic and world economy of
decades past. Others simply did not. The
challenge now for policy makers is to keep
developing the best possible regulatory
structure to meet our national interest —
applying some of the values of the former
system to our modern economy, our
international competitiveness and our diverse
labour force. Addressing the outstanding
reform issues outlined in this Blueprint would
still produce a system unique to our own
character and traditions — but one which meets
these imperatives.

As important as it is to keep reforming the
system, Australia must guard against slavishly
applying international policy or credo. The
experience of some western European
countries to load up employment regulation
at a central source suggests that even a
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bargaining system can lure governments into
centralised policy approaches that are hostile
to good employment outcomes. Some of these
European governments are now seeking to
unwind such policies. The lesson for Australia
is that moving to a decentralised system, as
advantageous and essential as it is, will not in
itself be insurance against hostile central
regulation by a government of the day. The
fact that some State governments in Australia
are moving to re-regulate employment laws
through their parliaments as a policy response
to decentralisation of the federal system is
illustrative of this point.

After almost a decade of consensus about the
desirability of a decentralised enterprise
bargaining system, organised labour in some
pockets of industry is showing some signs of
hostility towards the enterprise bargaining
system. Recent evidence of this trend can be
seenin:

— ACTU policy advocating legal dominance
of collective union bargaining over other
forms of collective non-union or individual
bargaining or contracting.

— Support given by the ACTU for legalising
strike action in advance of industry-wide
union pattern bargaining.

— The establishment by some unions of a
technique for common expiry dates for
enterprise agreements in order to create a
basis for industry wide — not enterprise -
bargaining.

— The AMWU led Campaigns 2000 and 2001
and the foreshadowed Campaign 2003.

— The failure of the Federal Parliament, to
date, to legislate against the common expiry
date technique, and to restrict protected
action to enterprise and not pattern
bargaining.

12

— Policies within the labor movement which
support pattern bargaining, and which
propose the abolition of individual
agreements.

There is also an emerging trend, more evident
in the 2001702 period, of an increasing move
by the organised labour movement towards the
arbitral system and award structures. Evidence
of this trend can be seen in:

— ACTU policy on central regulation of
working hours having been progressed in
200172002 via an arbitrated test case on
working hours in the Australian Industrial
Relations Commission (AIRC) (the first
major test case on working hours since at
least the 1980s).

— ACTU policy onincreased redundancy and
termination entitlements being progressed
through arbitral proceedings in the Federal
and State tribunals.

— Further foreshadowed ACTU test cases on
casual and part time employment, work and
family and redundancy in arbitral tribunals.

— Union applications for award regulationin
the call centre and labour hire industries.

— The desire by the Victorian Government
to re-create a conciliation and arbitration
based State tribunal or a version of it.

— The increasing arbitral powers given or
sought to be given to state tribunals by state
governments in Western Australia,
Queensland, New South Wales and
Tasmania, and the review being undertaken
in South Australia.

— Widespread union roping in logs of claim
such as the one served on almost 20,000
employers in the Victorian retail industry.
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ACCI and its members are concerned about
these efforts to move away from a bargaining
regime to an award based system, and to
compromise the bargaining system through
pattern bargaining techniques.

A decade ago it was a well recognised necessity,
accepted on a bipartisan basis, that the modern
economy and the modern labour force
Australia needed, dictated a new approach to
workplace relations. The necessity of a
decentralised bargaining regime was
understood and accepted.

In the first decade of this millennium that
imperative is starker than ever.

Over the past decade global economic forces
have intensified. Our Australian workplace
relations system is still more regulated, and is
still out of step with the major trading
economies with which we must compete. The
global economy will not wait for us to catch

up.

The 1993 and 1996 changes did not establish
a decentralised system — they were only steps
on the way that had to, and need to, be built
on.

The future will not see our labour market
moving back to the uniformity or homogeneity
of the middle 20*" century. Indeed the opposite
is true —each year it will become more diverse,
with greater mobility of capital and labour and
more mechanisms for entry, exit and re-entry
into the world of work.

Nor has Australia come anywhere near
solving its employment problems. There are
still over 600,000 Australians unemployed
and, despite the sustained gains of recent
years, unemployment in 2002 remains
stubbornly in excess of 6%.

Youth unemployment is still three times the
level of general unemployment.

The community is making greater demands for
more action to establish pathways for people
to move into the workforce from school and
from the welfare system. The level of
unemployment in our country is a matter of
our choice — if we choose the right policy
pathway, and continue down that path, then
we will lower unemployment. If we choose to
relax, to take our eye off the real forces that
create jobs then our unemployed, and our
community, will continue to pay a very high
price:

“ Theprogressmadein structural reformhas
also resulted in a marked reduction in the
structural rate of unemployment to around
6 per cent. However, despite the progress
madetherateremainstoo high. Thispoints
to the existence of continuing impediments
to the effective operation of the labour
market affecting industrial relations...”

OECDY

“ Policy makers—like navigatorsonalong
voyage — should periodically check their
bearingsto verify that they are on course.
Nearly a decade has now passed sincethe
OECD proposed a comprehensive blueprint

Unemployment Rate: 1993-2002%

1997

13

2001
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Youth Unemployment Rate: 1993-2002*

15

1943

for labour market reform, the so-called
Jobs Strategy...The results to date of the
Jobs Strategy are encouraging overall,
although much unfinished business
remains...Because of theimprovementsin
underlying labour market performance,
it is tempting to conclude that the reform
effort could be slackened. However this
would be ill advised for several reasons.
First, even allowing for therecent cyclical
downturn in much of the OECD area,
unemployment and long-term joblessness
remains unacceptably high in many
countries. Second, even in those countries
having achieved significant improvements
in overall performance, large pockets of
inactivity (defined as persons of working
age who are not in the labour market)
remain to be addressed.” OECD
Employment Outlook, June 20022°

“ Effortsto bring peopleinto the labour force
will be assisted by further changesin the
industrial relations system that would
enhancetheflexibility and efficiency of the
labour market...Representatives from the
business sector and labour unionsagreedin
general that long-term unemployment
remained an important problem and that
further reformswere needed...Whilst much
has been done, additional reforms would
help over time to bring the unemployment
rate significantly below 6 per cent and to
raisethe economy’ spotential growthrateon
asustainablebasis.” Internationd Monetary
Fund?!

This theme was neatly expressed in an article
on the Australian labour market in the April
2002 edition of Quadrant:

1997
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2001

“By even the most conservative measure,
there are about 660,000 people who want
paid work but cannot find ajob. Taking a
broader approachtheofficial figuressuggest
a shortfall of up to two million jobs despite
ten years of solid economic growth, and a
community that saysit wantsthe government
to do something about the problem. . the most
serious problem now that must be dealt with
on the way to solving the unemployment
problemis simply complacency — the view
that 7% unemployment isnot too bad.” %

This is why Australia cannot afford to take a
step backwards on labour market reform —
particularly since we have only taken a few of
many necessary steps forward . In 2002,
Australia does not have the luxury of saying
that we have done enough, or that labour
market reform was experimental. It was not
an experimentin 1993 or 1996; it was—and is
—anational imperative.

Indeed, whilst the 1993 and 1996 reforms are
still seen as controversial in some quarters,
there is a widespread community acceptance
of the principles on which they were founded
(choice, flexibility, freedom and fairness) and
the imperatives which brought them on
(productivity, competitiveness, economic and
social change). These accepted principles
include the concepts of freedom of
association, choice in agreement making,
primacy of employer and employee interests
over third parties, and safety net regulation
rather than central regulation by ‘one size fits
all’ rules.
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More fundamentally, there is no good reason
to move away from the basic principle that
workers and employers in each business should
choose how they want their workplace
relationship to be conducted and regulated.
Choice means options, and the freedom to be
able to use the approach which best suits.
Importantly, not all businesses and not all
employees will need to or seek to avail
themselves of the choices. A decentralised
system should not compel, for example, formal
bargaining beyond minimum standards — but
must provide for collective and individual
agreement making options. For example, some
smaller businesses have not historically and
would not, in the near future, be likely to seek
to formalise agreements. This must be
recognised in the development and evaluation
of the decentralised system.

Retreat from the goal of a decentralised
workplace-based system would jeopardise the
economic and social gains that Australia and
Australians have received from the decade long
reform process.

The economic and social benefits of workplace
change cannot be assured or guaranteed into
the future. The world owes no employer
success in business or any employee the
guaranteed security of his or her job. Business
success and job security, like the level of
employment, will be a product of the hard
decisions we will continue to make as a nation.
Further flexibility in our workplace system is a
key pathway to the gains that have already been
made in our businesses and to our living
standards.

Industrial reform benefits all of us - a stronger
Australia for our businesses, our employees and
our families. It is about and for people -
business people and working people.

In a governmental context, this is a message
not just for the federal government and the
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federal parliament, but also state governments
and state parliaments, which still have
responsibility for many aspects of employment
law and regulation.

* Indeed, it is a message for the whole
community.
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1.2 EMPLOYER AND EMPLOYEE
RELATIONSHIPS

ACCI POLICY PRINCIPLES:

“ACCI supports a labour relations system that is characterised by decentralism and voluntarism,
under which primacy is given to the interests of the direct employer and employee parties to the
employment relationship. ACCI believes that only employers and employees can select the approach
that best suits their particular circumstances and maximises their prospects of reaching appropriate

agreements of highest mutual benefit.”*

POLICY AUDIT & ANALYSIS:

Workplace relations involves much more than
the legal framework established by
governments, parliaments or regulators. The
legal system regulates aspects of the workplace
relationship and may facilitate or block certain
outcomes but it cannot create it nor determine
its actual character. Only employers and
employees in the workplace — individually and
collectively — can do that.

The relationship between an employer and an
individual employee or a group of employees
has many characteristics. At one level it is a
relationship based on mutual interests and
mutual convenience leading to the production
of goods or services, standards of living,
employment, and careers.

The relationship is dynamic and changing. It
Is a human relationship. Its intensity and quality
ebbs and flows according to circumstance and
behaviour. It is also a commercial relationship
where mutual interests also carry
corresponding rights and obligations.

Whatever the status of the employment
relationship, it is evident that the sheer diversity
of employer and employee circumstances
requires a flexible system that is able to respond
to the economic and industrial dynamics of
theday.
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Managerial leadership is an important
determinant of workplace performance.
Getting the most out of employer/staff
relationships requires co-operation, mutual
respect, trust and communication. The formal
system, with its inherent tendency to intervene
in the relationship and impose third party
structures, must be designed to support rather
than diminish these characteristics.

The thrust of the 1993 and 1996 changes to
the system have given a higher regard to the
importance of the workplace relationship. The
1996 changes reflected this priority in their
objects. For example the primacy of agreement
making, the restrictions on third party
intervention and the formal recognition of
individual bargaining (in addition to collective
or group bargaining) have provided new scope
for employment agreements, formal or
informal, to reflect the full content of wages
and conditions agreed between an employer
and staff members. This type of structural
change to the system has seen workplace
relations move more closely into the human
resources field. Employers and employees
have been empowered with some autonomy
from the system and with more choices in
workplace agreements. Human resource
management has become more integrated into
workplace relations practices and policies. This
is a sign of maturity in our workplace relations
practices.
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This approach appears to have retained general
bipartisan political support in Australia:

“Many Australians are still conditioned to
seelabour and capital asantagonistsinthe
classwar rather than partnersinacommon
enterprise. Good manager s under stand that
loyal, skilled staff are about the best asset
any businesshas.” Minister for Employment
and Workplace Relations, Hon. Tony Abbott*

“These [1993] reforms were based upon
partner shipsbeing formed in theworkplace.
Perhaps for the first time in Australia’s
industrial history the focus became on
partnershipsto grow the cake, not simply
adversariesfighting over howtodivideit.” -
Shadow Minister for Industrial Relations,
Robert McClelland®

Despite these objectives being clearly
expressed in the current system, there are still
many gaps between principle and practice. In
some cases this is a product of workplaces
themselves not accessing the full range of
options the system provides to develop closer
working relationships between management
and staff. However the system still presents, in
practice, many impediments to businesses or
staff members that seek to pursue this course.
There remains a need to continue to simplify
agreement making requirements and limit
unwanted third party intervention if the
objectives of promoting direct employer/
employee relationships are to be fulfilled.

» Thereisalso an educative role required to help
overcome some preconceived notions about
the nature of the private sector and private
workplaces. Private employment is the product
of  risk-taking, investment and
entrepreneurship by employers. Profit and
prosperity underpin jobs and living standards.
Investing capital in a business and offering
employment are calculated risks where success
is not guaranteed.

» Employees and prospective employees will be
in a better position to develop meaningful
relationships with employers, and understand
their own exposure to risk, if a commitment
exists to the principles that underpin private
employment and entrepreneurship. Equally
employers will be best placed to increase
productivity and reward staff performance
when a co-operative workplace culture exists
which recognises and values the contributions
that staff make to the business.

NOTES

2 ACCI Labour Relations Policy

% Minister for Employment and Workplace Relations,
Hon. Tony Abbott MHR, Speech to Queensland
Industrial Relations Society, 5 July 2002)

% Shadow Minister for Industrial Relations, Robert
McClelland (2002) Speech to Industrial Relations
Society of New South Wales, 17 May 2002

RECOMMENDATIONS:

Objective 1. Maintain and increase awareness within industry and the workforce of options
for employer/employee relationships to be formalised through workplace
agreements recognised by the workplace relations system.

Objective 2: Build a stronger community understanding of and commitment to the
characteristics and positive contribution of the private sector and private
workplaces to our economy and society.
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1.3 PROMOTING REFORM

ACCI POLICY PRINCIPLES:

“ACCI recognises that the formal labour relations system (embodied in federal and state legislation)
constitutes only one part of the key to genuine industrial reform for the future. There is also a
need for genuine reform in the thinking of both Australian employees and their employers at the
workplace level.”

“ACClI’s overarching policy objectives are:

» To convince all political parties, and the community in general, of the necessity for further
labour market reform.

» Toremove misconceptions and concerns about the effects of labour market reform.

ACCI strongly believes that any workplace reform must be organic and driven ‘from below’ by the
needs and desires of Australian employees and employers.

ACCI’s labour relations policies and strategies reflect the importance of workplace change as a
driver of legislative reform. ACCI will seek to place an enhanced emphasis on changing workplace

attitudes and practices in pursuing its policies and strategies.”®

POLICY AUDIT & ANALYSIS:

Workplace reform in Australia isa combination
of legislative reform and change in industries
and individual businesses.

For change to occur at either level there must
be acceptance of the nature of the changes
proposed, and recognition that the changes are
beneficial to employers and employees.
Without a genuine belief in the benefits of
workplace reform, agreements will not be
consummated or legislation will not be enacted.

Recognition of the benefits of workplace
reform, of the empowering nature of a
decentralised system focusing on workplace
decision-making, is a product of medium and
long-term attitudinal shifts in workplaces.
Governments, politicians and policy makers
can provide leadership. But workplace cultures
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embrace reform through leadership in the
workplace, and from employers and employees
and trade unions that adopt a constructive,
service oriented approach to dealing with
employers and their members.

There have been shifts in workplace cultures
in industries and enterprises since the
introduction of bargaining into the formal
system in Australia in 1993. Some have been
driven by management, some by employees
and unions in cooperation with management,
and some by changes to product markets and
economic conditions. There have always been
well-managed workplaces with high degrees of
co-operation, over-award agreements,
workplace incentives, and rewards for
businesses and employees. Equally there have
always been backward attitudes in some
workplaces with either a ‘them and us’ culture
or an attitude that unquestionably imposes the
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rules of the system in the workplace without
using available opportunities to drive change
in a participative manner.

There are also differing degrees to which
businesses of different types and sizes can
embark on workplace reform. Smaller
businesses have fewer resources to devote to
people managementand systems management,
and develop more informal arrangements than
contemplated by the formal system to achieve
flexibilities and productivity. Businesses of all
sizes, in periods of economic or commercial
downturn, deal with immediate priorities and
have lesser resources to devote to medium and
long-term change.

The changes advocated in the ACCI policy,
and those made to the federal system in 1993
and 1996, can only be effective when
combined with a widespread understanding
of the reform agenda, the choices and options
available, their economic and social benefits,
and if they are capable of simple low cost
application.

Many of the reform options have not reached
their full implementation potential. In some
cases this is a combination of commercial
circumstances and priorities. Businesses are,
after all, commercial trading institutions and
they must operate according to commercial
priorities. Therefore the reform agenda must
be commercially attainable — this means the
lowest possible costs of implementation and
the fewest possible obstructions to
implementation.

The current federal and state systems continue
to impose significant transaction and
compliance costs on employers and employees
embarking on reform using the formal
workplace relations system. Agreement making
requires a formal process which is still unduly
complex — but there have been some
administrative improvements in recent years
(particularly in the making of Australian
Workplace Agreements).

NOTES
% ACCI Labour Relations Policy

RECOMMENDATION:

Objective 1: ACCI, as the peak body representing the interests of private employers in
Australia will foster public debate about the ongoing direction of future
reform, and prepare and distribute information of an educational and
analytical nature which promotes the benefits of workplace reform.
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