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Australia since
the

In 2006, with a renewed national focus on improvements
to Australia’s tax and industrial relations systems, it is worth-
while revisiting the last great period of reform—the 1980s.

The reforms of the 1980s were an attempt to undo the uninten-
tional damage of earlier Governments by introducing protective trade
barriers and other wage controlling measures. Hampered by these re-
strictions, Australia’s productivity failed to keep up with the growth
experienced in other countries.

This Facrs tells the story.

YOUR GUIDE TO THE NUMBERS THAT MATTER

Facts has been published by the Institute of Public Affairs since 1952.

Each edition provides a handy reference of numbers and facts relevant to key policy issues.
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What Changed?

As Australia’s economic growth slowed and real income started to fall behind other
countries, it became obvious that a new approach was needed.

Governments began to realise that the best route to prosperity was open markets and

competition.

Agricultural support measures
abolished - superphosphate
bounty and dairy concessions

Trade Practices Act introduced

Interest ceilings removed

Foreign exchange controls
removed

Reductions in automobile
tarriffs

25% reduction in tariffs

Banks no longer required
to provide farmers with
concessional overdrafts

Telecommunications services
separate from Postmaster-
General's Department to form
Telecom

Rural Adjustment Scheme
introduced
Further tariff cuts

Trade Practices Act strength-
ened

Australian dollar floated
Phased tariff cuts

Rationalisation of QLD
electricity industry

Australian National Railways
Act to give commercial
freedom to Australian National
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Statutory marketing
arrangement reforms
Fringe benefits tax
introduced Dividend imputation system
. . introduced
Partial deregulation of
Telecom.
Australia Post corporatised
Other privatisations begin.
Company taxes cut
All manufacturing tariffs
reduced to a maximum of - .
Two airline policy ended
15%.
Premiers agree to national
NSW, VIC, SA, QLD start gas electricity market
I e Water pricing reforms begin
Abolition of minimum wool
price Barriers removed from
National Grid Management R [T
council established to develop Quotas on textile and
competitive electricity manufacturing imports
market removed
°
Commonwealth Bank °
privatised :
°
The
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Commonwealth
was willing
to sacrifice

revenue in

the short term
by cutting
tariffs which
contributed
nearly 4% of

Commonwealth

revenue in the
mid 1980s.
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The Results

Unemployment Falls
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Unemployment dropped to
below pre-recession levels and
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interest rates fell to lows un-
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ily high rates of the late
1980s, inflation dropped
sharply in the beginning
of the 1990s.
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“WE WANT a society where people are free to make choices, to
make mistakes, to be generous and compassionate. This is what we
mean by a moral society; not a society where the state is responsi-
ble for everything, and no one is responsible for the state.”

“THERE IS no such thing as Society. There are individual men and
women, and there are families.”

“HOPE is no basis for a defence policy”
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“THE GOVERNMENT’S view of the economy could be summed
up in a few short phrases: If it moves, tax it. If it keeps moving,
regulate it. And if it stops moving, subsidize it. ”

“ENTREPRENEURS and their small enterprises are responsible
for almost all the economic growth in the United States.”

“MY FELLOW AMERICANS, I am pleased to tell you I just
signed legislation which outlaws Russia forever. The bombing
begins in five minutes.”
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The 10 year period from 1987 to 1996 saw many changes introduced in order to boost
Australia’s poor productivity, culminating in the 1996 Workplace Relations Act.

The focus on increased productivity during this period couldn’t help but take into ac-
count the ever changing labour force. Collective bargaining dominated industry and the
public sector (85% of workers were covered by collective bargaining in 1985).

Single agreements which covered multiple employers and many thousands of employees
made the Australian labour market inflexible and unsuitable to a growing number of
employees.

Some of the most significant changes were:

Two-tier wage system introduced.
$10/week rise for bottom tier and up to 4% for top
tier workers. The Restructuring and Efficiency
Principle led to agreements focusing on perform-
ance based pay.

Industrial Relations Act led to the for-
mation of the AIRC to settle disputes. It also
aimed to reduce number of unions by allowing for
restructuring organisations. Structural Efficiency
Principle introduced to replace two-tier system
and to encourage change in union awards.

Enterprise Bargaining Principle intro-
duced which allowed bargaining with respect to
productivity measures and wage increases.

Industrial Relations Reform Act further
encouraged enterprise agreements by extending
them to workplaces with no union representation.

Australian Public Service agencies al-
lowed to negotiate their own agreements to in-
crease public sector flexibility.

Workplace Relations Act established to
allow more direct focus on employer-employee ne-
gotiation aimed at balancing employee needs.

Non standard
employment*
increased from
22% 1in 1982 to

43% 1in 1995

The Work Choices leg-
islation is one of a series
of  industrial relations
reforms over the last 20
years—a direction imple-
mented by Labour gov-
ernments more than 10
years ago in a bid to see
Australia become a power
in the increasingly global
and competitive industrial
world.

*work that deviates from the
traditional model of continuing,
full-time waged work.
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What still needs to change?
The policy reforms of the 1980s focused on increasing productivity by increas-
ing competition and removing the regulations that were preventing businesses in

many sectors from flourishing and consumers benefiting from a more competitive
market.

As successful as these changes have proved, it is important to realise that in
an increasingly global marketplace we need to compete against workforces with
significantly lower labour costs. The only way to do so is to boost productivity, and
allow businesses and workers more flexibility. But until relively recently, Australia’s
complicated industrial relations laws have resulted in increasing labour costs for a
decrease in actual work time.

Real average weekly earnings

Employees have (Wage index 1901=100)

seen the benefits

of reforms of the

80s and subsequent

increases in

productivity, but it

is the inflexibility ©®
of the system that

is now holding back sso
both employees and

employers from o
further improvement.
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Dec 1989
Dec 1991
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ANDITHE'PLANETEERS

Despite their best efforts, very little of the economic growth of the
last ten years can be attributed to animated 1980s superheroes.
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