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FOREWORD

The system of industrial conciliation and arbitration was, for most of the
20" century, a distinctive feature of the Australian economy and society.
It was hailed by some as a source of equity and a mechanism of economic
management; by others, it was condemned as a market friction and a brake
on economic progress. In the 1990s, the system was relegated to a diminished
role, partly because of a shift of opinion toward the latter perception and partly
because the trade union movement, frustrated by restraints on the exercise of
its power, withdrew its support for the traditional system. Though no one can
foresee with certainty future industrial relations arrangements, the revival of a

system of centralised regulation seems improbable.

Australian society is, nevertheless, a product of its history, and is better
understood if we do not lose sight of that history. This study describes a small
part of it. It is confined to the period between the inception of conciliation
and arbitration and World War II. If; as I believe, the history of the system is
worth telling, the study needs to be carried forward for the remainder of the

20" century. I hope that there are scholars who will take on that task.

In addition to the time limitation, there is one of scope. My focus is the
regulation of the terms of employment, the attitudes and goals underlying it,
the economic settings in which it occurred and the economic consequences.
Except when they bear directly on my central inquiry, I do not deal with
industrial disputes, or with constitutional and other legal issues that surrounded
the operation of the arbitration system, or with the politics of arbitration.

There is some literature in these areas, but the book is not closed.

In this book, there are many citations of cases published in the

Commonwealth Arbitration Reports (CAR). I have elected not to refer to these
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cases in the conventional legal manner (Amalgamated Engineering Union v
Alderdice) but to use titles which give some indication of the contents of the
decision (Main Hours case). It was the practice of the Judges, in their decisions,
to refer to previous cases in this way. In some cases, the reports themselves use
descriptive titles (Basic Wage and Wage Reduction Inquiry) and 1 have adopted
these. I have also used short titles which appeared in later numbers of the CAR
(Judgment—Saddlery Industry (Tanning Section)).

I am grateful, for the photographs, to the Australian Bureau of Statistics,
Fairfax Media Limited, Fair Work Australia (now the Fair Work Commission),
the National Library of Australia, the State Library of South Australia and the
State Library of Victoria.

I should like to thank Rachel Franklin, at the relevant time Librarian
of the Australian Industrial Relations Commission and Fair Work Australia,
for helping to assemble primary materials for my study; Tom Sheridan for
making available his copy of the Harvester case transcript; the University of
Adelaide and Flinders University for conferring honorary appointments on me
and providing access to facilities for my work; the Directors of the National
Institute of Labour Studies for their encouragement and support; the South
Australian Industrial Court and Commission for accommodating me in their
library while I worked on limited-circulation documents; Joe Isaac and Stuart
Macintyre for reading my manuscript and making many helpful suggestions;
Sheila Cameron, my proficient and helpful copyeditor; and the University of
Adelaide Press—especially John Emerson and Zoé Stokes—for publishing this
book.

My wife, Sue Richardson, and my four children—]Jim, Kate, Bill and
Ben—have given me every encouragement and shown much forbearance as I

have worked on the project.

Keith Hancock
March 2013



Inception and setting

The advent of industrial regulation by tribunal came close to the turn of the
century. Wages boards began in Victoria in 1896 and courts of arbitration
in 1900. The first day of the new century was also the first day of the
Commonwealth of Australia, endowed with a parliament that was empowered
to institute its chosen models of conciliation and arbitration for the prevention
and settlement of interstate industrial disputes. This book is a study of the
operation of conciliation and arbitration, especially by the Commonwealth
Court of Conciliation and Arbitration, from the inception of the system
until World War IIL. It is not, however, a general history of conciliation and
arbitration. It does not, for example, deal with the successes and failures of the
tribunals in preventing strikes and lockouts; or with the manifold legal issues
to which the system gave rise, unless they affected significantly the tribunals’
exercise of their power to fix wages and conditions.! Rather, it is about fixing
the terms of employment; and it attempts to set the tribunals’ performance
in an economic context. It is about ‘wage policy’, if the term is interpreted
broadly enough to include both prescribed wages and other factors that affect

the cost of labour, including working hours and leave.

' For an historical account of arbitration and industrial disputation, see Harley (2004). For

an account of the legal issues, see Kirby and Creighton (2004).
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1.1 THE ORIGINS OF WAGE FIXATION?

In the late 19 century, in Australia as in some other countries, the presumption
that wages (like other prices) were best left to the interplay of market forces
was confronted by a growing body of opinion that market outcomes were
intolerable.? If Australia, with New Zealand, moved ahead of other countries
in responding to this perception, a reason may be that policy-making was more
pragmatic and less cognisant of the prescriptions of orthodox economics. As
we shall see in Chapter 13, formal economics was virtually non-existent. An
educated reformer was likely to be either a lawyer or a clergyman, little affected
by economic doctrine.* Within the colonial parliaments, there were politicians
prepared to judge proposals for state intervention with fewer and less strongly
held preconceptions against them. Australia did not have a strong laissez-
faire tradition. Governments had ‘intervened’ in various ways, including the
establishment of state-owned enterprises and encouragement of immigration.
Because this is a study of wage fixation, the issues of strike prevention and
dispute resolution receive less attention than would be appropriate in a general
history of arbitration. But it is certainly not my intention to underplay the
impact of either the strikes of the 1890s or the desire of the labour movement
to redress by legislation the industrial impotence of unions.’ Both were of great
importance in creating a climate for state intervention, partially displacing ‘the

market’, to find a place on the political agenda.

2 This topic is more extensively discussed in Macintyre and Mitchell (1989).
> A useful summary of the kinds of labour market regulation practised before the advent of
arbitration is provided by Shanahan (1999, especially pp. 221-226).

* Jenny Lee writes of the Victorian legislation of 1896—establishing wages boards—that ‘the
measure was less the brainchild of the labour movement than of the liberal Christian small-
bourgeois and professionals of the Anti-Sweating League. The liberal anti-sweaters ... sought
particularist, moralistic explanations for the misery engulfing the working class in the 1890s,
and fashioned their legislation accordingly’ (Lee 1987, p. 352).

> Macintyre and Mitchell (1989, pp. 15-17) argue that a major reason for the adoption of
compulsory arbitration was the opportunity for unions to gain assured recognition. Without
disputing this, I would contend that the necessary support for arbitration of people not
aligned with the unions was largely a result of their concerns about inadequate wages and
unacceptable conditions of work.
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Tolerance of active government was a permissive factor for interference
with the labour market. The first actual intervention was the result of a specific
concern— sweating —soon to be overtaken by the drive for the living wage
(discussed in Chapter 3). The notion of sweating was fluid. Evelyn M Burns,

writing in 1926, noted the vagueness of the idea:

The exact meaning of the term ‘sweating is difficult to determine,
partly because it has changed considerably since its first use, and partly
because it is now a complex of vague ideas very generally held. As used
today, it is roughly synonymous with the payment of ‘very’ or ‘unduly’
low wages, while some couple with it the idea of employment under
unhealthy conditions, and often for very long hours. The crucial terms,
‘unduly’ or ‘very low’, are most generally taken to mean less than a very
low living wage, in itself a none too precise concept, which ... expands
and contracts with changing economic circumstances, but they are
sometimes used to imply wages ‘very much lower than the normal rates
prevailing throughout the country.” [Fifih Report of the Select Committee
of the House of Lords on the Sweating System (1890)] (Burns 1926, p. 9)

A Committee of Inquiry in South Australia in 1904 identified sweating
with the payment of an ‘unduly low wage’. This meaning, said Burns, ‘was
becoming increasingly popular, possibly because it is the definition of one

unknown in terms of another’.

Sweating is by no means the only concept that lacks precision but may
yet be an ingredient of intelligent conversation and even policy. ‘Poverty’,
‘fairness’, ‘reasonableness’, ‘equality’ and ‘equity’ are but a few others. In the
late 19 and early 20™ centuries there were people working under conditions
so offensive to many observers as to leave no room for semantic nicety. The
concern was widespread. Differences of opinion emerged when the discussion
focused on the extent of the problem. Was it narrowly confined to pockets of
industry where, for one reason or another, employers were unable or unwilling
to comply with bare minimum standards of adequacy; or did it embrace much

larger proportions of the working class?
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T A Coghlan, the author of the first major history of labour conditions
in Australia (published in 1918), was scathing about the use of the term
‘sweating’ in the Australian context. He saw it as an attempt to translate what
was an essentially British problem to a society in which it was virtually non-
existent—a translation espoused mainly by trade unionists wishing to capitalise
on recent British inquiries and exposures. He ascribed to ‘sweating’ a specific
meaning: ‘taking work to give it out again at lower rates and living off the
difference’ (Coghlan 1969, vol. III, p. 1485; see also vol. IV, pp. 1835-1836
and pp. 2096-2097). It did not, to Coghlan, mean the same thing as ‘outwork’,
still less the low wages and harsh conditions that might be associated with
some factory work. Coghlan may have been right about the original meaning;
but, if so, the familiar process of language corruption had taken its course,
even in England, and the word came to be applied to work—both within the
employer’s establishment and in the worker’s home—that offended prevailing

standards of decency.

The Select Committee of the House of Lords that reported in 1890
on ‘the sweating system’ may have emphasised the narrower meaning of the
concept. But by the early years of the 20" century, the broader meaning
prevailed. The Trade Boards, introduced in 1909 for the specific purpose of
eradicating sweated wages and conditions, were modelled on the wage boards
of the Australian States, especially Victoria. To many, this was but a small
step towards the amelioration of the intolerable hardships that characterised
many working lives. Not least among the expressions of outrage were those of

religious leaders, exemplified by this plea:

What, if you look at it sincerely, are the conditions of casual and
underpaid labour but slavery without its safeguards? The acknowledged
slave was often well-treated, clothed and fed and even maintained in
his old age. It was the owner’s interest on the whole to keep his human
chattels in good condition and in good temper. The free workers, slaves
of penury, have not even the value of a chattel; they are absolutely
dependent on employers, who too often cannot afford to treat them

well, being themselves in bondage to the tyrant competition. They
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cannot leave their miserable work, and if they do wander away, it is only
to find elsewhere conditions equally cruel and degrading; they have
no claim on their masters beyond a minimum for tasks actually done,
and when they fall, weary and worn out, only destitution awaits them.
Even the last and vilest reproach of the slave system is not done away:
virtue, honour, purity are as hard to keep for thousands of free-women
as they were for the veriest slave. (Reverend ] M Lloyd Thomas in 7he
Industrial Unrest and the Living Wage, 1914)

Burns records that inquiries into sweating were conducted in Chicago,
Massachusetts, and New York. In the last decade of the 19% century, ‘there was
an almost universal attempt to investigate and remedy the evils denoted by the
term “sweating” . But the opposition to action was formidable. ‘Australia’, says

Burns, ‘is a notable exception’ (Burns 1926, pp. 11-12).

The Australian concerns can be traced back at least as far as 1880,
when the Melbourne Age began to assert that some classes of labourers were
exploited (Hammond 1914-15, p. 101). A Royal Commission, appointed in
Victoria in 1882, was directed to inquire into conditions of work in shops and
the operation of the Factories Act. Reporting in 1884, the Commission found
that the practice in the boot and clothing trades of giving out work to be done
in the home had resulted in low wages, long hours, and unsanitary dwellings
(Hammond 1914-15, p. 102). Phelps Brown (1959, pp. 206-207) records
that in Britain a driving force behind the movement against sweated wages was
Sir Charles Dilke, a parliamentarian and friend of ] S Mill (who had softened
his earlier and well-known antipathy to wage regulation). In 1887, Dilke met
Alfred Deakin, then Chief Secretary in Victoria, who was attending the Jubilee
of Queen Victoria.® According to Phelps Brown, Deakin ‘discussed with Dilke
a proposal for trade boards which was being advanced by the uncrowned king
of Victoria, David Syme’. Phelps Brown continues: “When Deakin got home,
he drew up a Bill for trade boards, which he sent to Dilke, and in 1896 the first

boards were set up in Victoria.’

¢ Dilke had visited Australia in 1867.
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The Age, in 1890, returned to the attack on sweating; and the Chief
Inspector of Factories issued a report confirming stories coming from unofficial
investigators of low wages and long hours. A Factories Act Inquiry Board of
1893-94 offered suggestions about ways of dealing with the sweating problem
(Hammond 1914-15, p. 107).

Victorian legislation to counter sweating provided for the creation
of wages boards. A board would comprise equal numbers of employer and
employee representatives presided over by a neutral chairman. The responsible
Minister was Alexander Peacock. M B Hammond, an American economist
who visited Australia to investigate the operation of wages boards, provides an

account of his interview with Peacock:

The author of the wages boards plan which was incorporated in the
Factories Act of 1896 was Mr (now Sir) Alexander Peacock, who had
recently become Chief Secretary in the Turner ministry. The agitation
against sweating was at its height, and Mr Peacock interested himself in
the matter and personally visited the homes of many of the out-workers.
I found’, he says, ‘that these people were working excessive hours at
grossly sweated rates of pay in poor and cheerless homes and generally
under wretched conditions’. Sir Alexander has told me that he and the
Chief Inspector of Factories, Mr Harrison Ord, held many conferences
in which they endeavoured to find a practicable solution for the sweating
evil. ... The plan which was adopted was suggested to Mr Peacock by
his own experience when, as a youth, he had been a clerk in a mining
company’s office near Ballarat. The owner of the mining property, a
rough man who had himself been a miner, had announced a reduction
of 3s a week in the wages of his men, who offered bitter opposition and
asked for a conference with their employer. At this conference young
Peacock acted as secretary. The employer argued that as there had been
a decline in the prosperity of the business, the men ought to be willing
to share in the reduction of profits. The men replied to this by pointing
out the way in which they were obliged to live and successfully appealed
to the employer’s knowledge, as an old time comrade, of what effect

a reduction of 3s a week would have on their standard of living. The
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recollection of this crude experiment in collective bargaining led Mr
Peacock to think that what had been done in mining might be done in
other industries by compelling employers to meet with their employees

to arrange wage scales. (Hammond 1914-15, pp. 108-109)

The Bill that Peacock introduced, however, would have limited the
scope of wage board regulation to women and young people, ‘except so far
as the Chinese are concerned, in order to limit their power to contract for
what wages and hours they please’ (Second Reading Speech, quoted by Davey
1975, p. 44). A combination of Labor and Liberal protectionist members (the
latter including Alfred Deakin and H B Higgins) secured amendments that
extended the boards” coverage to adult males. Initially, five boards were set up,
for the baking, boot and shoe, clothing, shirts, and underclothing trades; and a
sixth board, for furniture, was appointed soon afterwards (Davey 1975, p. 58).
By uneven steps, the coverage of board regulation expanded. This process was
accompanied by an expansion of the accepted meaning of sweating. Davey,

the author of the largest study of Victorian wages boards, says:

Over time the meaning [of sweating] changed considerably, such changes
generally reflecting alterations in the public’s attitude towards state
wage regulation. Thus as the public’s attitude towards state regulation
of wages became more favourable, so the term ‘sweating’ was given
wider meaning. In the late nineteenth century the term was applied to
a system of outwork and subcontract in certain industries in which the
employer paid excessively low wages. In 1904 a wider meaning was given
to the term as a result of a Committee of Inquiry Report made in South
Australia, which identified sweating with the payment of an unduly
low wage. From that time, opponents of sweating maintained that the
term applied to almost any method of work under which workers were

extremely ill-paid or overworked. (Davey 1975, p. 1)

By 1920, three-quarters of the workers in Victorian manufacturing were
covered by wages boards. Coverage would have been still wider had some boards
not been displaced by awards of the Commonwealth Court (Davey 1975, p.

xviii). In 1910, the Victorian Parliament legislated to permit the Governor-
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in-Council ‘to ... appoint wages boards for any process, trade, business or
occupation, define the area or locality within which the determination of each
board should be operative, and adjust the powers which such boards or any
[sic] may lawfully exercise.” This enabled the government, for the first time, to
create boards for agricultural industries. The Legislative Council’s objections
to wages boards for agricultural callings were increasingly overshadowed by
its fear of Commonwealth Arbitration Court interference in state industrial
matters (Davey 1975, pp. 87-88). Within the first decade of the 20™ century,
the idea that the boards’ role was to eliminate sweating gave way to an

acceptance of their having a more general function of regulation.

South Australia was the other colony wherein sweating emerged as a
significant, albeit less effective, pressure in the drive toward wage prescription.
A Shops and Factories Commission was appointed in 1892 to inquire into
sweating in certain trades; the first Factories Act was passed in 1894 (coming
into effect in 1895), requiring the appointment of two Inspectors—one male
and one female; and from 1896 onward the Reports of Chief Inspector of
Factories located sweating in various trades, especially clothing. Not until
1900, however, did South Australia follow Victoria in making legislative
provision for wages boards, and boards were not actually appointed until
1905, because of the refusal of the Legislative Council to allow the necessary
regulations (Burns 1926, p. 11; Dabscheck 1983, p. 79; Finnimore 1995,
p. 27). By 1905, sweating was probably a less important ‘driver’ than it had
been in Victoria in the 1890s. Ernest Aves, an observer sent to Australia by

the British Government to report on wages boards, reported of his visit to

Adelaide:

There were no signs of ‘sweating’ as a basis upon which industry could
be said to rest, but many to show that there was a good deal of pressure
in the factories. This, indeed, appears to be the form that ‘sweating’
assumed, and I was myself more impressed by a certain intensity of
application here in the few factories I visited than elsewhere. Perhaps the

impression was strengthened by the contrast presented by this ‘Garden
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City of the Soutl’, with its parklands and beautiful hills, its exquisite
climate, its fruit and its flowers—and inside the factories some touch in
the middle of all this beauty of what is regarded as old world pressure.
(Aves 1908, p. 80)

Elsewhere, anti-sweating movements were less prominent. Coghlan,
who surveyed all colonies, mentions them only for Victoria, South Australia,
and (very briefly) New South Wales. Victoria was the colony where the need
to combat sweating had the most concrete effect in the establishment of wage-
fixing machinery. The gradual corruption of the term, moving it from specific
evils such as uncontrolled outworking, with a concomitant exploitation
of female and juvenile labour, to low pay, long hours, and tough working
conditions in general, entailed its absorption into a broader assault on the
operation of the market. Of this, the movement for a living wage was a major

component.

The Victorian wages boards inaugurated wage regulation in Australia.
Subsequently, boards were introduced in every State except Western Australia.
But wages boards did not lend themselves to the application of wide-ranging
concepts. Their composition emphasised the working-out of solutions
acceptable within specific and narrowly defined trades. The neutral chairman
(typically a magistrate), who might exercise a casting vote, could be expected
to operate within bounds set by employer and employee members. This
limitation of focus was, at times, strengthened by statutory requirements
that boards apply the standards set by ‘reputable employers’. Davey sees the
continuing importance of boards in Victoria as symptomatic of the political
weakness of labour. As Labor Parties in New South Wales, South Australia,
and Queensland became more powerful, industrial labour gained the political

capacity to implement its policy of compulsory arbitration (Davey 1975, p.
330).

Two models of conciliation and arbitration—the court and the wages
board—;jostled with each other for acceptance in the formative years of the

Australian system. The Commonwealth’s choice of the former was a decisive



10 Australian Wage Policy

step.” A court or like tribunal afforded greater scope than did boards for
the development and application of concepts such as the living wage. This
was probably a reason why labour and interventionist legislators preferred
the adjudicatory tribunal; and why employers’ associations and political
conservatives might, if driven, accept boards as the lesser evil.® It was, of
course, possible for systems of regulation to be so constituted that boards
operated within policy frameworks defined by overarching authorities. Courts
of Industrial Appeals did, to some degree, provide such frameworks, as did
the Board of Trade established in New South Wales in 1918. The court model
was, however, to be the instrument of more adventurous and comprehensive

policies.”
1.2 THE AUSTRALIAN ECONOMY

1.2.1 The population

Within three months of federation, the State Statisticians conducted a
census. They had previously met to agree on uniform methods of collection
and compilation. In the words of the yet-to-be-appointed Commonwealth
Statistician, the 1901 census was carried out ‘on a fairly uniform plan’.'® It
indicated a population of 3.774 million (excluding Aborigines). Thirty-five per
cent of these people lived in the six capital cities. Melbourne was the largest,
with 494,000 inhabitants. Sydney had 488,000; Adelaide 162,000; Brisbane
119,000; Perth 36,000; and Hobart 32,000. Sixty-one per cent of the people
were aged 15 to 64, with 35 per cent being younger than 15 and only 4 per

cent 65 or older. Those born in Australia constituted 77 per cent of the total;

7 The historical literature throws little light on the reasons for the choice or the reasons
for constituting the Court with a judge of the High Court. There is, however, some related
discussion in Macintyre (2004, pp. 57-61).

8 The attitudes of employers to the emerging methods of regulation are thoroughly explored
by Plowman (1989).

* H B Higgins (1922, pp. 32-33) argued that employee representatives on wages boards were
exposed to intimidation by employers.

10 Data provided by the 1901 census are from Commonwealth Bureau of Census and
Statistics (1908), Official Year Book of the Commonwealth of Australia, No. 1.
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Table 1.1: 1901 Census: the occupied population
Note: Numbers may not sum to 100 because of rounding.

10 per cent had been born in England or Wales, 5 per cent in Ireland, and 3
per cent in Scotland. Asia accounted for less than 1 per cent.'" The number
of people described as ‘occupied’ was 1.617 million. Seventy-eight per cent
of these were males; and the number of occupied males (including aged and
juvenile workers) exceeded the male population aged 15-65. The composition

of the occupied population is shown in Table 1.1.

These bare statistics attest to a small, young, and racially homogeneous
population, somewhat urbanised, but with a substantial rural base, and
geographically dispersed. Apart from the heavy concentration of females in
domestic service, those who worked for their living were spread over a range
of occupations and industries. The working population was moderately
industrialised, but only moderately. The census showed that 3.5 per cent of
males worked in the industrial category ‘metals and minerals’; 5.4 per cent
were in ‘art and mechanic’; 2.6 per cent in food, drink, etc; and 2.2 per cent in

textiles and related trades. For females, the only significant secondary industry

""" The great majority of Asians were Chinese males.
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was textiles and related trades, which accounted for 19.4 per cent of occupied

women and girls.

Censuses were conducted in 1911, 1921, 1933, and 1947. The

intercensal rates of population growth (percentages per annum) were:

1901-11 1.67
1911-21 2.01
1921-33 1.63
1933-47 0.96

There was no census close in time to the beginning of World War II.
By the time of the 1947 census, the population was 7.579 million—double
the 1901 level.”” The proportion living in the six State capitals had risen
to 50.7 per cent. Sydney now had 1.484 million people; Melbourne 1.226
million, Brisbane 402,000, Adelaide 382,000, Perth 272,000, and Hobart
77,000. Eighteen per cent of the population was categorised as ‘provincial’
(a designation that took in the 10,000 inhabitants of Canberra), and 31 per
cent as ‘rural’. The 15 to 64 age group now accounted for 67 per cent of the
population. There had been a marked reduction in the relative size of the
under-15 cohort—down to 25.1 per cent; the people aged 65 or more now
constituted 8.1 per cent of the total. The proportion born in Australia was
90.2 per cent, with 7.9 per cent born in the British Isles. There were only
24,000 ‘Asiatics—about 0.3 per cent of the population.

Table 1.2 shows the changes in the occupational composition of the
labour force which were revealed by the censuses conducted between 1911
and 1947. (The classifications used in the 1911 and later censuses differed
from those of 1901.) Although the 1933 figures indicate seemingly temporary
changes that may have been due to the Depression, some long-term trends are
reasonably clear—notably the relative decline in farming and the growth of
clerical work. In short, proportionally fewer people worked ‘on the land” and

proportionally more ‘in the office’. The proportion in mining declined.

2 The 1947 census data are from the Year Book of the Commonwealth of Australia, No. 38
(1951) and No. 39 (1953).
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Table 1.2: Occupations of the labour force 1911-1947 (%)
*Includes graziers

**Includes proprietors

Note: Numbers may not sum to 100 because of rounding.
Data derived from a table in Withers (1987), p. 261.

1.2.2 Productive performance

Maddock and McLean (1987) have summarised the processes of development
that produced the economic and population structures observable early in the

20" century:

It may be helpful to characterise Australian economic development
in the nineteenth century as having been shaped essentially by the
interaction of two very broad sets of forces. From the supply side,
the influences were the progressive expansion of the natural resource
base as a result of the discovery of land suitable for farming and of
mineral deposits; the expansion of the workforce as a result not only
of the natural rate of increase in the initially small resident population
but also by immigration; and the augmentation of domestic savings
and investment through foreign borrowing. Other things being

equal, the growth of the economy was closely and positively related
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to the rate at which these factors of production were accumulated.
From the demand side, a high rate of population growth stimulated
certain types of production, especially the provision of foodstuffs,
building and construction activity, and the supply of other non-
tradable goods and services. In addition, Australia exported large (in
per capita terms) quantities of natural resource-intensive commodities
in strong international demand, exploiting a comparative advantage,
and importing those commodities that either could not be produced
domestically or could be produced only at very great cost. The level
of aggregate demand in the economy was therefore subject to both
domestic and foreign influences. (Maddock and McLean 1987, p. 9)

Meredith and Dyster (1999, p. 5) refer to the ‘dual economy’ that
existed at the turn of the century: one part rural and export-oriented and the
other urban. The counterpart of the large export sector was a high dependence
on imported consumer goods—a dependence accentuated by the funds
emanating from capital inflow. Reliance on imports was both a cause and an

effect of the limited development of manufactures.

Australians, on average, had enjoyed a standard of living that was high by
international standards. It had come back to the field somewhat in the 1890s,
but at the beginning of the new century, Australia remained one of the more
affluent countries of the world. Critics of Australia’s economic performance
in the 20™ century often assert that there was a relative decline, and some
attribute this to the country’s industrial relations arrangements. In assessing
that contention, we must remember that the principal sources of high per
capita incomes in the late 19" and early 20" centuries were productive primary
industries (including mining) favoured by natural endowments, favourable
terms of trade, and a low population. There was no good reason to expect that
if the population grew and the country became more self-reliant, Australia’s
relative advantage would necessarily endure. Whether or not the industrial
relations system added to or subtracted from the relative decline is another

question.
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The last decade of the 19" century had, in fact, been a bad period for
many Australians. Beginning with a depression that was imported, but was
exacerbated by domestic speculation, financial immaturity, and industrial
disputation, the deterioration in economic outcomes was prolonged by
drought. Recovery was slow. N G Butlin (1962) estimated that the Gross
Domestic Product (GDP) per head fell, in real terms (1910-11 prices), from
£66 in 1889 to £48 in 1897 and that the earlier peak was not regained until
1907 (Meredith and Dyster 1999, p. 60). Bryan Haig has criticised Butlin’s
estimates and provided his own. Haig’s numbers suggest a shallower depression
in the 1890s (Haig 2001). Whatever the truth of the disagreement, Australia,
at the advent of the new century, was far from being a place of confidence
and optimism. The environment was conducive to social conflict and to
an increased concern about the role of the state in furthering or protecting
the interests of embattled groups. This was the economic context wherein

regulation of the terms of employment came onto the agenda.

There is a widely held view that the half-century before World War II
was a period of little growth in productivity and per capita income. This view

owes much to the work of Butlin, who wrote that between 1891 and 1939

a drastic retardation occurred. It is important to note that this was
much less marked in terms of population, work force and labour
inputs. Indeed, these grew much faster in Australia than elsewhere
in the West; it is of some significance that, in these terms, Australian
expansion was relatively better sustained, and this raises the question
whether Australian policy, pursuing expansion and increased scale of the
economy, should not properly be judged on its own terms of aggregate
rather than per capita real product (over the whole period 1890-1939,
the compound growth rate was perhaps between 0.3 and 0.6 per cent
per annum). If the figures are to be treated literally, output per worker
and per unit of labour input may even have fallen in the interwar period
but, at best, appears to have risen very slowly. The figures should not,
of course, be taken too literally. Nevertheless, it would appear probable
that adjustments for very large errors indeed would still allow only a

very slow rise in these measures during the whole fifty years. This is in
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marked contrast with, at all events, several significant Western countries,
including Britain and the United States, where per capita and per worker
growth rates tend to follow reasonably closely along the long-term trend
(subject only to major fluctuations). In the Australian case this simple
tabulation conceals some brief spurts of relatively rapid growth. These
were not sustained, and in considerable measure, represented recovery

from preceding down-swings of activity. (Butlin 1970, pp. 284-285)

As noted above, Butlin’s estimates of the real GDP have been criticised
by Haig (2001), who has calculated an alternative set. To adjudicate between
the rival estimates, even if I could do so, would take me too far from focus
of this book." Figure 1.1 reproduces both Butlin’s and Haig’s estimates of
the real GDP in the first four decades of the 20* century. Perhaps the main
differences between the Butlin and Haig series are that:

* Butlin shows a stronger growth in the pre-World War I period
than does Haig;

* Haig indicates a lesser slackening of growth in the later 1920s
than Butlin’s numbers imply; and

* Haig’s estimates suggest a stronger recovery from depression

in the 1930s.

Opver the long term, the difference between the rival estimates is not
large. The trend rate of growth of the GDP was around 2 per cent per annum
(1.98 per cent on the Butlin estimates and 2.09 per cent on Haig’s)."* We also
see in Figure 1.1 the growth of the population aged from 15 to 64. The trend
rate of growth of the ‘working-age’ population was 2.00 per cent—similar to
that of the GDP. This lends support to the view that the performance of the

economy was poor. A more refined analysis would take into account changes

3 Haig criticises both Butlin’s estimates of the nominal GDP and his conversion of those

estimates into real values. Whereas Butlin deflated nominal values of value added in sectors
of the economy by selected price indices, Haig’s basic technique was to ascertain the real
quantities of various products and attach (constant) prices to them. Neither technique is
inherently superior to the other. Both Butlin and Haig had to resort to simplifications and
assumptions to allow for missing data. Haig argues that the economic history of Australia
cannot be interpreted on the basis of Butlin’s estimates.

4 The trends are calculated by fitting lines of best fit to the logarithms of the actual values.
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Figure 1.1
Sources: For GDP, Butlin (1962), p. 461 and Haig (2001), pp. 28-30; for population, ABS,
Historical Population Statistics, 2008, cat. 3105.0.65.001.

in the proportion of the population in the work force and in working time.
Certainly, as we see below, working hours fell; and there were increases in
paid leave. Hence, there is likely to have been some improvement in the real
product generated by an hour’s labour; but if the GDP figures (either set) are

correct, the increase was modest.

Butlin also argued that the period was one of slight change in the
structure of economic activity. Table 1.2 above lends some support to this in
respect of a broad occupational dissection of the workforce. Table 1.3 relies
on Butlin’s computations of the real GDP, in which production is valued at
1910-11 prices. What is striking about this table is the stability of the shares
of most of the sectors. The only dramatic change in the sectoral structure of

the economy was a decline in the relative importance of mining. The relative
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Table 1.3: Composition of real GDP 1901-02 to 1938-39 (Butlin estimates) (percentage
shares)
Note: Numbers may not sum to 100 because of rounding.

Source: Butlin (1964), p. 461.

Table 1.3A: Composition of real GDP 1901-02 to 1938-39 (Haig estimates) (percentage
shares)
Note: Numbers may not sum to 100 because of rounding.

contribution of rural production was no smaller in the 1930s than it had been
30 years earlier. There was modest growth in the relative role of manufacturing,
In Budlin’s view, manufacturing contributed little to productivity growth

and may actually have impeded it. Butlin adds, however, that in this respect
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manufacturing was not exceptional: there was ‘a remarkable lack of leadership
in productivity in every area of the economy ...” (Butlin 1970, p. 304).
Distribution increased somewhat in importance. Services became slightly less
important. Overall, however, the table suggests that the economy underwent

no pronounced structural change.

Table 1.3A presents a compositional analysis of the GDP based on Haig’s
estimates.”” The major differences between the two sets of estimates are the
higher share for manufacturing and the greater increase in the manufacturing

share between the first two periods suggested by Haig.

Colin Forster, relying on Butlin’s research, wrote in 1987:

In the period from the end of the 1880s to the end of the 1930s,
Australian real Gross Domestic Product grew at roughly the same rate
as population and work force. It would be an overstatement to say that
output per head was stationary, and indeed the quantitative estimates of
national income must be treated cautiously, but any growth in output
per head was small. The Australian experience contrasted with many
Western countries, and also contrasted with the preceding and following

periods in Australia. (Forster 1987, p. 4)

Forster also comments on the limited structural change in the economy,
though pointing out that within the manufacturing sector there was significant

compositional change.

The view of the economy’s performance suggested in the preceding
discussion is puzzling in two respects. One is that it seems at odds with what
we know about changes occurring in these decades that could be expected to
have caused substantial increases in productivity—for example, the increasing

mechanisation of production and transport, the advent of electric power, and

5 We should note that there is a discontinuity in Haig’s statistics because of a change in the

prices applied to his real estimates. For years before 1911, Haig used the prices of 1910-11;
but for later years he used the prices of 1938-39. This change affects the relative values of
commodities. Hence the differences between the numbers in the first column of Table 1.3A
and those in the subsequent columns may be due in part to alterations in relative prices.
Similarly, differences between the percentage shares based on Haig’s numbers and those based
on Butlin’s for the last three periods may be due in part to different relative prices.
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the growing adoption of techniques of mass production. The other is that it also
seems inconsistent with the growth in real wages (accompanied by reductions
in working time) discussed in the next section, modest though it was. One
does not need to have a mechanistic view of the link between productivity and
real wages to find surprising an increase in real wages in excess of 20 per cent
(more for females) in the period 1914-1939, when production—if Butlin
and Haig are approximately correct—grew no faster than the working-age

population.

In 1946, the Commonwealth Statistician, Roland Wilson, presented
to ANZAAS a paper on Facts and Fancies of Productivity (Wilson 1947).'¢
He discussed various methods of productivity measurement from both a
conceptual and a practical standpoint. One possibility was to measure the
estimated value of production in terms of some selected constant—to postulate
some article or group of articles whose absolute utility we are prepared to

accept as constant’. Wilson explained:

Given such a (necessarily hypothetical) standard we can, by pricing
the standard from time to time, secure comparative measurements of
any other aggregation of commodities and services by reference only
to their total values at the corresponding times. The very considerable
advantage of this method is that it enables us to dispense with the
rarely procurable data as to the quantities of all the commodities in the
aggregation with which we are concerned. If such a method is to be
used I can think of no more suitable a standard than the basic necessities
of life, whose total utility to the consumer is probably as constant as
anything else. Professor L F Giblin may then be commended for the
perspicacity which led him to introduce for the first time into an official
statistical publication a general measure of productivity calculated by
dividing an index of all material production by an index of retail prices

and rents. (p. 17)

Wilsonalludeshere toadecision that Giblin had taken as Acting Commonwealth
Statistician. The Labour Report for 1930 (No. 21, p. 67) records it:

16 Wilson had previously discussed this and related issues in 1937 (Wilson 1937).
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Roland Wilson

In previous issues an attempt has been made to measure the quantity
of material production by means of production price index-numbers.
These index numbers have never been regarded as satisfactory over a
long period, and there is danger in continuing them further in respect
to manufacturing production. In the absence of a satisfactory measure
of the quantity of production, all that is offered here is a measure of
‘real’ production, i.e., the value of production measured in the same

retail purchasing power, which was used to find ‘real” wages.

From a modern viewpoint, deflating the nominal GDP by the consumer
price index seems a crude method of computing the real GDP. Wilson noted
the argument of convenience arising from data limitations, but also suggested
a more respectable rationale for the technique. What it provides is a measure
of the purchasing power of the income generated by production. It is, of
course, a problem that not all of that income is expended on consumption.

The seriousness of that problem is reduced if prices of non-consumption
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goods and services vary in a manner similar to that of consumer items; or
if the share of consumption in total expenditure is roughly constant. We do
not know whether either possibility holds good. The real-purchasing-power
approach must be treated with great caution. It is, nevertheless, of interest to
notice the perspective that Wilson’s analysis provided. His data of per capita
output underlie Figure 1.2. The ‘all industries’ series indicates an increase of
42.3 per cent, or almost 2 per cent per year. This implies a degree of success
in generating ‘real purchasing power that contrasts with the more dismal

assessments of economic performance of Butlin and Haig.

The sombre view suggested by Butlin’s estimates was also challenged
by McLean and Pincus (1983), who believed that the standard of living had
increased between 1890 and 1939 to a significantly greater extent than Butlin’s
numbers had suggested. They argued for an alternative method of price
adjustment that raised the trend rate of growth of real income per person from
0.61 per cent per year to 0.82 per cent. Further, they argued that the standard of
living had benefited from an accumulation of capital, particularly government-
owned infrastructure, which enhanced the consumption opportunities of
Australians over and above the increase made possible by the growth of current
income. McLean and Pincus invoked, too, a range of partial indicators of living
standards—quality of housing, education, access to cars, telephones, radios
and household appliances, life expectancy, age of retirement, and working
hours—which suggest that well-being was considerably higher on the eve of
World War II than it had been a half-century earlier. They proposed valuations
of the increased life expectancy, earlier retirement, and shorter working hours,
the cumulative effect being to raise the per capita growth rate from 0.8 per cent
to 1.5 or 1.7 per cent. They did not attach values to the increased enjoyment
of the capital stock and specific consumer goods. Presumably, these oughr to
have been included in the underlying growth rate of 0.8 per cent, but they

may be a reason for suspecting that the underlying rate is too low.

McLean and Pincus’s analysis relates to the average standard of living

of the population and not specifically to real wages. Obviously, the two are
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Figure 1.2
Notes: The data used for this figure are net of depreciation. The estimated numbers of workers
are male equivalents.

Source: Wilson (1947), p. 45.

related but different. We may assume that a given growth rate of real wages
would have been consistent with a faster rise in living standards of employees
and their households because of a long-term fall in family size. Real weekly
wage estimates would not take in the rise in life expectancy or the reduction of
working hours. Hence McLean and Pincus’s calculations are consistent with a
low growth rate of real weekly wages. Wilson’s much earlier estimates seem to

suggest a significantly better performance."”

We can only conclude that there is much uncertainty about Australia’s

long-term economic performance in the period of this study. Contemporary

7" The time periods of the two sets of calculations differ. It is unclear how far this difference
influences the results.
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discussion of wage policy tended, as we shall see, toward a pessimistic

assessment.
1.2.3 Unemployment

The only continuous statistics of unemployment before World War II
were derived from trade union returns. Union secretaries supplied to the
Commonwealth Statistician information about the numbers of members of
their unions and the numbers known to be unemployed. There are obvious
possibilities for bias in such statistics, even if the union secretaries were both
honest and competent.'”® For example, the experiences of non-members
of unions may well have differed from those of unionists; and the unions
that recorded their members’ unemployment may have had characteristics
different from those of unions without such records. Moreover, the numbers
of members of reporting unions were initially quite small. In 1908, for
example, 68 reporting unions had 18,685 members, of whom 1,117 (6.0 per
cent) were unemployed (Labour Report, No. 8, 1917, p. 18). The coverage
increased significantly in 1912, and in 1913, 464 unions with 251,716
members reported that 13,430 (5.3 per cent) were unemployed. (Figure 1.4
below begins with the year 1913.) In the Labour Report for 1923 (No. 14, pp.

21-22), the Commonwealth Statistician wrote:

The particulars in the following tables are based upon information
furnished by the secretaries of trade unions in the several States, and
the membership of unions regularly reporting has now reached nearly

400,000. Unemployment returns are not collected from unions whose

¥ J L K Gifford (1928), drawing on the Minutes of Evidence of the Royal Commission
on National Insurance of 1926, gave two reasons for regarding the unemployment statistics
as unreliable: ‘First, because the secretaries of many of the unions have no unemployment
registers and are obliged to guess the number unemployed, and second, that it is against the
interest of the unions to make correct returns, it being sometimes in the interest of some
members to conceal unemployment if they are anxious to obtain an increase in wages from an
arbitration court, and sometimes in their interest to exaggerate the amount of unemployment
if they wish to close their books to new members or restrict the number of apprentices. It
seems clear that if a secretary wished to supply wrong information the Census and Statistics
Bureau in present circumstances would not be able to check it. Mr Sutcliffe admitted as much
in his evidence’ (p. 5).
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Figure 1.3
Source: Labour Report, various numbers.

members are in permanent employment, such as railway and tramway
employees or from unions whose members are casually employed
(wharf labourers, etc). Very few unions pay unemployment benefit, but
the majority of the larger organisations have permanent secretaries and
organisers who are in close touch with the members and with the state
of trade within their particular industries. In many cases unemployment
registers are kept, and provision is made in the rules for members out of
work to pay reduced subscriptions. It may, therefore, be affirmed that
percentage results based on trade union information fairly show the

general trend of unemployment."

During the period covered by Figure 1.3, there were two censuses which
afford some check on the reliability of the union data. On April 4, 1921, 9.6
per cent of wage and salary earners were unemployed (Year Book Australia 1923,

p- 952). The Year Book commented: “The number returned as unemployed in

¥ Similar statements appeared in other numbers of the Labour Report.
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1921 was nearly three times as great as in 1911, and it is of interest to note that
these results are substantially confirmed by the Labour and Industrial Branch
of this Bureau’ (p. 951). In fact, the union-based percentages for the first and
second quarters of 1921 were 11.4 and 12.5, respectively (Labour Report, No.
12, 1921, p. 18)—rather higher than the census suggested. At the census of
30 June 1933, the unemployment percentage was 22.4 (Year Book Australia
1935, p. 552). The union percentages for the second and third quarters of
1933 were 25.7 and 25.1 (Labour Report, No. 25, 1935, p. 103). Thus the
relativity of the union-based unemployment percentages to the census result
was the reverse of that of 1921. But the comparisons with the census data do
not suggest that the union-based series is seriously misleading as an indicator

of changes in the state of the labour market.

The impact of the Depression on unemployment is sufficiently evident
in Figure 1.3 and requires no further comment at this stage. In earlier years,
except for 1921, unemployment varied between 5 and 10 per cent. After
the recession of 1921, it failed to return to the levels that had been reached
between 1916 and 1920. This accords with contemporary dissatisfaction about

economic performance in the 1920s to which later chapters further refer.

1.3 WAGES, PRICES, AND HOURS OF WORK TO WORLD WAR II:
A CONSPECTUS

1.3.1 Nominal wages

For the period before 1914, there are no comprehensive wage data. From
that year, however, there are estimates of nominal weekly wage rates. These
data were compiled by the Commonwealth Statistician, who provided the

following explanation:

The collection of data respecting the nominal rates of wages payable
in different callings and in occupations in various industries was first
undertaken by this Bureau in the early part of the year 1913. Owing
to the difficulty of obtaining reliable particulars of the numbers of

apprentices, improvers and other juvenile workers to whom progressive
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rates of wages fixed according to increasing age or experience were
payable from year to year, the inquiry was confined to the rates of wages
payable to adult workers only, and was further limited generally to those
industries in operation within the metropolitan area of each State. In
order to make the inquiry comprehensive, however, certain industries
were included which were not carried on in the capital cities, e.g.
mining, shipping, agriculture, and pastoral. The particulars acquired
were obtained primarily from awards, determinations and industrial
agreements under Commonwealth and State Acts, and related to the
minimum wage prescribed. In cases where no award, determination
or agreement was in force, the ruling union or predominant rate of
wage was ascertained from employers and secretaries of trade unions.
For convenience of comparison weekly rates of wages were adopted.
In many instances, however, the wages were based on daily or hourly
rates, since in many industries and occupations in which employment
is casual or intermittent wages are so fixed ... The information thus
obtained referred to the weekly rate of wage in upwards of 400 specific
occupations. Rates of wage were not of course available for each of these
occupations in every State but the aggregate collection for the six States
amounted to 1,569 male occupations or callings. (Labour Report, No.

28,1937, p. 55)

The occupations were assigned to industry groups. For each industry
group within a State, an unweighted average of the occupational rates was
calculated. In aggregating these separate averages, weighting formulae were
applied to reflect the numbers of workers in the industries and the States. Thus

the overall averages are a hybrid of weighted an unweighted data.

As the Statistician made clear, nominal wages were, for the most part,
wages prescribed in industrial instruments. (No data of actual earnings
for a full-time week, exclusive of overtime, are available.) This means that
comparisons of nominal wages over time do not register the effects on actual
wages of changes in the composition of the work force. (In this respect, the

nominal wage series is akin to the modern Labour Price Index rather than the
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series for Average Weekly Earnings.) The nominal wages data do not reflect

either over-award or below-award payments.
1.3.2 Retail prices

The Commonwealth Statistician began publication of quarterly retail price
index numbers in 1912.%° The construction of these numbers is described in
detail in the Labour Report for 1912 (No. 3). The initial index, which became
known as the A series’, measured the weighted average prices of 46 items of
food and groceries plus house rents. The items included were dictated to some
extent by the problems of assembling reliable data and to some extent by a
‘cost of living survey, covering 999 people, which had been conducted in
1910-11. The data were obtained from retailers—not by direct purchase of
commodities, but by asking the retailers to supply the information. They were
collected from 30 towns—five in each State (including the capital cities). At
the inception of the A series index, the Statistician asked retailers to provide
data for the years 1901-1911. This retrospective information was collected on
an annual basis only and its reliability obviously depended on the accuracy of

the retailers’ records and recollections.?!

In 1925, following the advice of a conference of statisticians, the
Commonwealth Bureau published an alternative version—the B series
index—which differed from the A series by confining rent to four and five-
roomed houses.”” The B series index incorporated the rent component of the

A series up to the time of the change.

? During the hearing on the 1933 application for restoration of the 10 per cent wage

reduction, the union advocate H C Gibson said: ‘Mr King O’Malley claims to have been
the originator of the Commonwealth Bank and also the originator of these index figures. I
have had several chats with that gentleman as to what was behind his mind, and what was his
intention in requesting the Commonwealth Statistician to undertake this investigation, but
he is the haziest individual I have ever met (transcript, p. 142).

*1 In the 1930-31 basic wage case, Gibson disputed the index number for 1907—a matter
of some consequence because it affected the wage level necessary to maintain the Harvester
standard (see Chapter 9, Subsection 9.2.8).

2 Because the Commonwealth Arbitration Court preferred the old index for wage adjustment,
the Statistician continued to provide the A series data (commonly described as the ‘All Houses’
index). Movements of the two indices differed very lictle.
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An obvious limitation of the A and B series indices was their failure to
cover clothing and many items of miscellaneous expenditure. The Statistician
repeatedly said that food, groceries, and house rents represented about 60 per
cent of household expenditure. He also asserted, until the 1930s, that the
index numbers for food, groceries, and housing gave an accurate picture of
the overall behaviour of retail prices. The Royal Commission on the Basic
Wage, which reported in 1920, constructed a regimen of commodities which
included clothing and miscellaneous items.” Subsequently, the Statistician
began publication of the C series (or ‘All Items’) index. This added clothing
and miscellaneous items to the items in the A series (later the B series) index.
The C series index is available on a quarterly basis from the second quarter of
1922. Annual values were provided for November of each year from 1914 to
1921.

Because of their relevance to wage setting, the price indices were the
subject of controversy. I discuss some of the criticisms in later chapters. For a
broad perspective, however, I rely on the C series index because of its greater

comprehensiveness.*
1.3.3 Wages, prices, and real wages

Figure 1.4 describes (subject to data limitations) the behaviour of adult male
wages, consumer prices, and real wages over the period 1907-1939. The most

notable features of this story are:

* a high rate of inflation, reflected in both the price and the
wage data, between 1914 and 1920: over the six-year period,
prices rose by 68 per cent and wages by 51 per cent;

* severe deflation between 1929 and 1933, with prices and

wages falling by 20 per cent and 18 per cent, respectively;

» The Royal Commission and its report are discussed in Chapter 3.

4 Because the C series index begins in November 1914, I use the A series index to measure
the price level in the previous three quarters. For the years 1915-21, quarterly values of the C
series index are estimated by interpolation between the November numbers.
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Figure 1.4

Source: Labour Report, various numbers.

subsequent increases in both prices and wages, but leaving
1939 prices still 5 per cent below and wages 6 per cent below
their 1929 levels;

a fall of 14 per cent in real wages between 1914 and 1919, as
the rise in nominal wages lagged behind that of prices;

a 30 per cent rise in real wages between 1919 and 1922, taking
real wages in that year to a level 11 per cent higher than in
1914, the increase being linked to a continuing rise in money
wages after prices had begun to fall;

a modest further increase (3 per cent) in real wages between
1922 and 1929;

virtual constancy of real wages during the 1930s, with a 1939
level 21 per cent above that of 1914; and
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* over the whole period, a rise in real wages of just under 1 per
cent per year. For the years 192239, the average increase was

0.5 per cent per year.

All of these aspects of the period will, of course, be more fully discussed

in later chapters.
1.3.4 Real wages and well-being

The sluggish growth in real wages, as in productivity, is—if the statistics are
reliable—a significant characteristic of the period. Wilson in his 1946 lecture

commented on this perplexing fact:

We have no doubt all been struck ... by a feeling of slight wonder that
real wages in Australia, as measured by the nominal wage index divided
by the index of retail prices, should have risen so little in the last thirty
or forty years. The annual rate of increase between 1907 and the three
years ending in June 1940 was only 0.61 per cent. As there is not much
evidence to suggest that the distribution of incomes over that period has
changed greatly to the detriment of the wage-earner, real wages must be
accepted as a not altogether unreasonable indication of the long-term
trend of productivity, at any rate as measured in the composite units of
the retail price index. On the other hand, the impressions of many of
those who have lived through this period record an improvement in the
well-being of the average worker out of all proportion to the measured

rise in real wages. (Wilson 1947, p. 17)

‘The real question to be answered’, said Wilson, ‘is whether well-being can
change without a corresponding change in productivity as measured by
currently accepted methods.” He suggested several reasons why well-being

might have grown faster than the data of real wages and productivity suggested.

First, there was a growing supply of ‘free goods’. An important example
was ‘the gradual increase in the community’s stock of owner-occupied houses,
the imputed rentals of which sometimes find a place in estimated money-

values of the national income, but never to my knowledge in a directly costed
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index of productivity. Owner-enjoyed property of other kinds, such as books,
pictures, furniture and so on may also be mentioned as items which may
appear in a productivity index as new products but which do not affect it in
their capacity of continuous producers of current satisfactions.” The market,
and measures of production, failed to capture ‘satisfactions arising from
the enjoyment of property such as museums, public gardens, schools and
universities, bequeathed to the people by governments and public benefactors

of earlier days’ (p. 18).

Second, there was greater access to free goods, ‘partly as the result of
increasing economies in the cost and time of travel, partly because of the general
trend to greater leisure’. The Lancashire millhand of a century earlier had little
or no opportunity to enjoy the Scottish Highlands, or even Blackpool. Now
a visit to Palm Beach or the Blue Mountains was ‘only an incident to the

industrial worker of Sydney’ (p. 19).

Third, there was a ‘growing tendency for work to become play, and thus
to fall outside the Statistician’s measurement of productivity’. Greater leisure
afforded to people the opportunity to ‘produce’ for their own benefit by such

means as ‘household repairs, gardening, and simple manufacture’.

Finally, estimates of productivity growth were biased downward because
of the statisticians” inability to allow adequately for the emergence of new
products and the disappearance of old ones. The standard technique to adjust
indices of real output for changes in the composition of production was chain-

indexing. But this was an imperfect technique. Wilson illustrated the problem:

Suppose, for instance, that buggies disappeared entirely at the end of
1910 and were replaced by cars as from the beginning of 1911. We
should then compare the whole product of 1910 with the whole product
0f 1909, the product of 1911 (excluding cars) with the product of 1910
(excluding buggies), the whole product of 1912 with the whole product

of 1911, and chain the results together to form an index.

The important omission, for the present purpose, is that at no time

have we compared buggies directly with cars. We have allowed for any
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increase or decrease in the ‘productivity’ of car manufacturers after car
manufacture started, and any decrease or increase in the productivity of
buggy manufacturers before buggy manufacture ceased. But this does
not get us out of the basic difficulty that, in effect, we have assumed
that the contribution to well-being of the man making the last buggy is
exactly equal to the contribution of the man making the first car. This
leaves out of account the improvement in well-being made possible by

the substitution of car-travel for buggy-travel. (p. 19-20)

The buggy-car substitution does not, of course, have to be instantaneous
for the point to hold: if, year by year, there are more cars and fewer buggies
produced, the measure of total production may be flawed. An objection to the
argument is that the relative prices of cars and buggies may reflect the benefit
that users derive from them. If the price of a car is twice that of a buggy, the
nominal GDP will register this. The problem then shifts to the deflator for the
GDP: we wish to adjust the nominal GDP for pure price increases but not
for enhanced quality. It may, however, be difficult or impossible to disentangle
them. A chained price index entails the same difficulty as Wilson noted for
chained quantity measures. It is a familiar difficulty of price indices that they
may not capture fully increases in quality and may therefore treat as price

increases what are in truth improvements of quality.

That problem is very likely to have applied to the retail price indices
of our period. There was little or no allowance for the changing content of
consumption or for changes in quality. Hence the indices are likely to have
overestimated the rise in prices (or underestimated the falls). There is no way
of quantifying the error. But we may reasonably suppose that the employed

wage-earner did fare somewhat better than Figure 1.4 implies.
1.3.5 The basic wage

Much will be said in this study about the basic wage. Although the federal
basic wage had its origin in the Harvester case of 1907, no meaningful statistics
of the basic wage can be provided for years before 1922. The reason is that

in those early years the basic wage was set award-by-award, usually when the
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award fell due for renewal but sometimes upon application for variation.
Moreover, the practices of the judges in fixing the basic wage varied. As a
result, there was not one basic wage, but a range of them.” In 1922, however,
the Commonwealth Court adopted the practice of prescribing a general basic
wage (subject to geographical differences and some departures from general
practice in particular awards). From this time, it is meaningful to speak of #be

basic wage.

From 1922 onwards, the federal basic wage was subject to automatic
quarterly adjustment with reference to a price index. In addition, discretionary
changes were imposed by the Arbitration Court in 1931, 1933, 1934, and
1937. Figure 1.5 shows the levels of the (federal) basic wage over the period
1922-39.%¢ These are weighted averages for the six capital cities. The figure
also shows the real basic wage and the relativity of the basic wage to nominal
adult male wages. (All three curves are constructed from index numbers, with
the values for the second quarter of 1922 set at 100.) The federal basic wage
increased during the 1920s, and in 1929 was 15 per cent higher than in mid-
1922. Between 1929 and 1933, it fell by 29 per cent. Although it increased
thereafter, in 1939 it was still barely at the 1922 level. In real terms, it was above
the 1922 level, but below that of the later 1920s. The relativity of the basic
wage to total nominal wages was lower in 1939 than at any time in the 1920s.
One reason for the differences between the movements of the basic wage and
of nominal rates is the fact that the latter encompass components of wages
additional to the basic wage, mainly margins for skill. Another is the adoption
by State tribunals of policies different from those of the Commonwealth
Court. An important example of divergent policy was the failure of some State
tribunals to follow the federal ‘lead’ when the Court cut wages by 10 per cent
in 1931.

» The setting of the basic wage in this earlier period will be discussed in chapters 3 and 6.
% T thank Rachel Franklin, formerly Librarian of Fair Work Australia, for providing data
showing the basic wage obtaining in each of the six capital cities and the weighted average for
all six cities. During the 1920s, the wage adjustment times were the beginning of February,
May, August, and November. I have constructed data for quarters ended in March, June,
September, and December by calculating averages. The March quarter number, for example,
comprises one-third of the November number and two-thirds of the February number.
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Figure 1.5
Source note: Basic wage levels calculated from data supplied by the Librarian of
Fair Work Australia; other data are from various numbers of the Labour Report.

Basic or living wages were also set by State tribunals in four of the States:
New South Wales, Queensland (from 1921), South Australia, and Western
Australia (from 1926). Figure 1.6 shows the relativities of the basic or living
wage to the corresponding federal wage in each of four capital cities in the
years 1923-1939.% It is plain that there were significant differences between
the State and the federal wage policies. This was particularly evident in
Depression years, when the States (whether by legislation or tribunal decision)
acted independently of the Commonwealth Court and resisted the Court’s

policy of wage reduction.”®

¥ I'should acknowledge that the data on which Figure 1.6 is based have been in my possession
for many years and are of uncertain provenance.

8 The prescription of a living wage in New South Wales was complicated by the adoption
of child endowment, which at various times was associated with a reduced living wage and
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Figure 1.6

1.3.6 Female wages

Nominal wage data were compiled for adult females in a similar manner
to those for males, though the female series covered a narrower range of
occupations. Figure 1.7 shows real female wages and the ratio of female rates
to those for males. Although the time-pattern of changes in female real wages
was much the same as for male wages, women’s relative position improved
somewhat. In 1914, the average female wage was 49 per cent of the male wage;

by 1939 it reached 55 per cent.

employer contributions to an endowment fund. Further references to State policies are made
in later chapters.
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Figure 1.7

Source: Labour Report, various numbers.

1.3.7 Working hours

Like the wage data, those of working hours are derived from legal instruments
such as awards.”” There are no statistics of actual working time. The best
interpretation of the published statistics is that they represent the maximum
hours that employers could legally demand of their workers without paying
overtime. Of course, the maxima varied from instrument to instrument and
the numbers published are averages.*® The hours prescribed for adult males

and females are shown in Figure 1.8.

» In the case of some State awards, hours were at times controlled by statute.

3 As averages, they are subject to similar limitations as those of the nominal wage data. In
some industries, there were no prescribed maximum hours. These industries were excluded

from the Statistician’s calculations.
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Figure 1.8
Note: The observations plotted in the chart pertain to the end of the year.
Source: Labour Report, various numbers.

Over the quarter-century covered by Figure 1.8, average weekly hours
fell from 48.9 to 44.3 for adult males and from 49.1 to 44.4 for adult females.
More than half of the reduction occurred between 1914 and 1921. As the
figure shows, females initially worked slightly longer hours than did males.
This was reversed between 1918 and 1921. It appears that the reduction of
hours that gathered strength after 1937 affected men more than women; and
by the end of 1939 the average hours of males and females were virtually
equal. The reduction of 9.4 per cent in male working time, combined with
an increase of about 27.6 per cent in real weekly wage rates, implies a rise
of about 41 per cent in hourly real wages. A similar calculation for females

indicates an increase of about 50 per cent.
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Ideally, statistics of weekly working hours would be supplemented by
data of paid leave, giving a comprehensive picture of the division between
working and other time. There are no such data. In the course of this study,
references will be made to tribunal decisions about leave; but this is qualitative
evidence, which falls far short of the requirements of a data series. In brief,
the qualitative evidence is of an early movement toward the awarding of paid
public holidays (8 to 10 per year) and sick leave. Annual leave came later. By
World War I, one week’s leave was common for manual workers and in white-

collar work longer periods were general.






THE HIGGINS ERA 1907-1921






The setting

2.1 THE COURT

The original Commonwealth Conciliation and Arbitration Act 1904 provided
for a specialist Court—the Commonwealth Court of Conciliation and
Arbitration—comprising a single Judge (designated as President), who would
be one of the Judges of the High Court, appointed for a term of seven years.
One of the initial three appointees to the High Court, R E O’Connor, was
appointed to the Arbitration Court in 1905 and served until 1907, when
he resigned. O’Connor’s contributions were limited, his main decision being
the making of an award for merchant seamen (Macintyre 2004, pp. 55, 59).
He was succeeded by Henry Bournes Higgins, who served almost two terms
(resigning in June 1921, shortly before the end of his second term).! Higgins
was the sole member of the Court for six years. An amendment of the Act then
allowed for the appointment (also from the High Court) of Deputy Presidents,
and Charles Powers was so appointed in 1913. From then until 1921 Higgins
and Powers shared the great bulk of the Court’s workload, with some help
from Isaac Isaacs and Hayden Starke in 1917 and 1920-21 respectively.

Initially, the workload of the Court was modest. In its first five years, it
made only five awards: three related to merchant shipping, one for employees

of the BHP Company at Broken Hill and Port Pirie, and one for the boot

! The best biography of Higgins is Rickard (1984).
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trades. The pace began to quicken about 1912, probably because unions
judged that they could get better results from the Commonwealth Court
than from some of the State tribunals.” At the end of 1913, there were 17
Commonwealth awards in force; at the end of 1921, there were 99 (Labour
Report, No. 13, 1922). In 1920, Powers observed that ‘so many Federal unions
are knocking at the door for awards that the two Judges of the Court cannot
possibly get within reasonable distance of dealing with the many applications
filed in the Court’ (14 CAR vii). Apart from the Harvester case, which did not
involve an award, it was in the making and occasional variation of the awards

that the Court’s policies were fashioned.

Higgins’s departure from the Court was the culmination of an intense
dispute between him and Prime Minister Hughes about the correct response
to industrial disputation. Higgins adhered staunchly to the policy of refusing
to arbitrate while unions were on strike, contending that any concessions
made would only cause more future resort to direct action. Hughes, on the
other hand, was more concerned to settle particular disputes with a view to
resumption of work. His strategies included personal intervention to meet the
demands of strikers and the creation of special tribunals which would displace
the Court (Hancock 1979a, pp. 17-18; Rimmer 2004, pp. 283-284).

2.2 THE ECONOMIC SETTING

At the time of inception of federal arbitration, Australia was reasonably
prosperous, having recovered from the depression of the 1890s and a severe
drought. Butlin’s estimates indicate that between 1900-01 and 191011, the
real GDP increased by 62 per cent or 4.9 per cent per year (Butlin 1962, p.
461). Haig’s estimates suggest a less exuberant growth, with the real GDP
rising by 30 per cent (2.6 per cent per year) between 1901 and 1911 (Haig
2001, p. 30). In the intercensal period from 1901 to 1911, the growth of the
workforce was about 19 per cent (1.8 per cent per year) (Year Book Australia,
No. 1, 1908; No. 7, 1914). The improvement in productivity—substantial

> The coverage of unions also increased. According to the Labour Report (No. 8, 1917, p.
10; No. 13, 1922, p. 11), there were 433,000 union members in 1912 and 703,000 in 1921.
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Figure 2.1

Note: As indicated in Subsection 1.2.2 of Chapter 1, the Haig series combines two separate
sets of estimates: one (to 1911) based on 1891 prices and computed for calendar years;
the other (from 1911-12) based on 1938-39 prices and computed for July to June. The
adjustments necessary to combine the two series are likely to have imported minor errors into
the composite series.

Sources: Butlin (1962, p. 461), Haig (2001, pp. 28-30).

on Butlin’s GDP estimates, more modest on Haig’s—may have been due in
considerable degree to improved seasonal conditions. Whether the process of
recovery from the depression or the end of drought was the more potent driver

of growth in this period is a debatable issue.

Figure 2.1 shows the movement of the real GDP from 1907-08
to 1920-21 according to the Butlin and Haig estimates. Butlin’s estimates
are more volatile than Haig’s, but both indicate a peak in 1913-14 and a
downturn thereafter. Through the war years, production was below the pre-

war peak. Both sets of estimates show strong growth in 1920-21.
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Figure 2.2
Note: ‘Agriculture’ includes pastoral and dairying. Water transport (1.6% of the GDP in
1907—-08) and finance (2.0%) are included in ‘other services’.

Figure 2.2, based on Butlin’s estimates, shows the movements of the
components of the real GDP over the period. It suggests that the GDP
fluctuations of the period were dominated by the experience of the rural sector.
A second feature of the figure is the relative growth in the size of ‘distribution’.
In this sector, fluctuations mirrored to some extent those of agriculture, but
were more muted. Third, manufacturing and construction both peaked in
1913—14, and neither sector had regained its 1913—14 product by the end
of the period. There is little sign of a manufacturing ‘take-off” in these years.

Fourth, there was a falling trend in the gross product of mining.

Figure 2.2A shows Haig’s estimates. Because of the changes in the price

deflator used by Haig—separating the period to 1911 and the period from
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Figure 2.2A

1911-12 onward—we cannot use his figures to analyse the composition of the
GDP over the entire period from 1907-08 to 1920-21. Hence Figure 2.2A
is confined to the period from 1911-12 to 1920-21. It suggests much less
volatility in the component segments of the GDP than is indicated by Butlin’s
figures. Both sets of estimates show a declining trend in mining; and both
show falls in several components of the real GDP in 1914-15. Haig’s figures
confirm that there was no overall growth in manufacturing. The differences
between the estimates reduce the confidence that we can have in the GDP data

to indicate the compositional changes in the GDP in this period.

Data specific to the labour market are scarce. The only continuing
measures of unemployment at this time were the returns, provided by trade
union secretaries, of unemployment among union members (see Chapter 1,
Subsection 1.2.3). The Labour Report (No. 13, 1922, p. 23) shows that at

the end of 1907 there were returns from 51 unions with 13,179 members, of
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whom 757 (5.7 per cent) were unemployed. Clearly, this small non-random
sample of the labour force is a slender basis for any inferences about the true
level of unemployment. At the end of 1910, the returns from 109 unions with
67, 961 members showed that 1,857 (5.6 per cent) were unemployed. The
coverage of the returns increased markedly in 1912 and continued to rise over
the next decade, reaching 361,744 in 1921. From 1913, the unemployment
data derived from these returns are available on a quarterly basis. Figure
2.3 shows the unemployment percentages from the first quarter of 1913 to
the second quarter of 1921. In Chapter 1, we noted that the union-based
unemployment percentages in 1921 were somewhat higher than the census
of April 1921 indicated. The comparison suggests that the union returns may
have overstated ‘true’ unemployment. The impact of the 1914-15 slump is
clear, but otherwise it is difficult to relate the unemployment percentages to
the variations in the real GDP. The poor ‘“fit’ is particularly evident in 1920-
21. Contemporary reports and commentary, including that of the tribunals,
point unambiguously to an economic crisis at that time; they accord with
the unemployment percentages, but not with the real GDP estimates.
Notwithstanding the possible conflict between the measures of performance,
there is little doubt that the period from 1914 to 1921 was (with a possible
respite in 1920) less ‘comfortable’ than the early Higgins years.

So far as I can discover, there is no published analysis of the short-term
economic effects of World War I. To investigate those effects thoroughly would
be a separate research project. According to Butlin, between 1913-14 and
1914-15 gross private capital formation (in 1910-11 prices) fell from £35
million to £19 million, and in 191718 was only £13 million. Thereafter there
was some recovery, with the level of private investment rising to £20 million
in 1918-19 and £24 million in both 1919-20 and 1920-21 (Butlin 1962,
p. 463). These estimates point to a wartime slump in business confidence,
accentuated perhaps by the difficulty of obtaining imported supplies. Whether
the slump was caused by the war is a question that I cannot answer. It may be

that the relatively low levels of unemployment between 1916 and 1920 were
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Figure 2.3
Source: Labour Report, various numbers.

due in some measure to the absorption of men into the forces and that the

increase thereafter owed something to their discharge.

2.3 WAGES AND PRICES

Statistics of wages and prices, compiled by the office of the Commonwealth
Statistician, began to emerge in the second decade of the 20™ century. By
today’s standards, these data were rudimentary. They do, nevertheless, throw
some light on the realities of a troubled period. Quarterly data of nominal
wages are available from 1914.° (The manner of construction of these data is
described in Chapter 1, Subsection 1.3.1.) The Commonwealth Statistician

also estimated nominal wages for the year 1911. It is possible, therefore, to

> There are data for 30 April 1914. Thereafter, the data are for the end of June, September,
December and March.
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Figure 2.4
Note: The wage data are for adult males.
Source: Labour Report, various numbers.

calculate the changes that occurred between that year and the various dates in
the quarterly series. The extent of deviations of actual wages from those that
underlie the nominal wage data is unknown. Figure 2.4 shows, for the States
and the whole of Australia, the movements of adult male wages over the period
from April 1914 to May 1921.%

At the beginning of 1914, average nominal wages (for the whole of
Australia) were 7.5 per cent higher than in 1911; in mid-1921, they were 81.9

per cent higher. It is evident that the increase was concentrated in the latter

* The observation for quarter 1 of 1914 relates to 30 April.
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Figure 2.5
Source: Labour Report, various numbers.

part of the period. The figure permits comparisons across the States: Western
Australia was for some time a high-wage State, but by the end of the period

was no longer so. South Australia and Tasmania were low-wage States.

In Subsection 1.3.2 of Chapter 1, I explained that the A series index was
confined to food, groceries, and rent. The more comprehensive C series index
is not available in quarterly form until 1922. Annual data show that between
the end of 1914 and the end of 1921 the C series index increased by 47 per
cent, while the A series grew by 44 per cent.” The A series shows a reduction
of 3 per cent between 1901 and 1907 and an increase of 13 per cent between

1907 and 1911. Figure 2.5 makes use of the quarterly numbers which begin in

> There were, however, wider divergences during the 1914-21 period.
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1912 and shows how the index moved until the second quarter of 1921.¢ There
were three episodes of inflation: one during 1912; a second, from the fourth
quarter of 1914 to the fourth quarter of 1915; and the third, from the third
quarter of 1918 to the third quarter of 1920. By the end of the period, prices
were falling. Sydney was generally the most expensive capital and Brisbane

usually the cheapest (though prices were sometimes lower in Perth).

Combining the wage and price data to compute real wages, we get the
estimates represented in Figure 2.6.” In April 1914 real wages for Australia as
a whole were 3.8 per cent below their 1911 level; and only in June 1921 (the
last observation in Figure 2.6) did they regain the 1911 level. In September
1915, real wages were 19.7 per cent below the level of 1911; in September
1920, the shortfall was 12.2 per cent. It is little wonder that complaints of low
wages (noted more fully in later chapters) were rife. Queensland and Western
Australia were generally States with high real wages, with Queensland moving
dramatically ahead in 1920-21.

Nominal wage data are also available for 14 industrial groups. It is
not practical to depict in one graph the movements over time of wages in
so many groups. Table 2.1, however, shows the relative wages prevailing in
1914 and 1921. As we see later, the tribunals in this period tended to raise
the basic wage in response to increased prices, but to leave margins for skill
constant in money terms. This policy might be expected to have caused some
compression of inter-industry differentials. A casual inspection of the table
seems to bear out that expectation. A more formal analysis, involving the
fitting of an equation to the logarithms of average wages, confirms it.® The

equation indicates, for example, that if industry A in 1914 had wages that

¢ The base of the index numbers, both for the separate capital cities and for the average of
them, is the six-capitals index number for 1911. For example, the Melbourne index number
for the third quarter of 1917 is 1300. This shows that the items in the index cost 30 per cent
more in Melbourne in that quarter than the average cost of the same items in the six capitals
in 1911.

7 Having regard to the range of occupations covered by the nominal wage data, I think it
more appropriate to deflate them by the capital cities price indices than to use the five-towns
numbers.

$ The equation is: Inw,, = 0.565Inw, , + 2.014; r* = 0.80.
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Figure 2.6

Source: Labour Report, various numbers.

exceeded the wages of industry B by 10 per cent, the difference would have
been reduced by 1921 to 5.5 per cent. (This is, of course, an average tendency
and does not necessarily apply to any two specific industries.) The ‘squeeze’
on inter-industry relativities was much severer in this period than in any other
period before World War II. We later provide similar data for other periods
and find that in those periods the relationships between the end-of-period
and beginning-of-period industry relativities were tighter than in 1914-21. It
would seem that the economic turbulence of the war and post-war periods had
the effect of disturbing relativities. The largest change was in shipping, where

wages rose from 89 per cent of the average in 1914 to 102 per cent in 1921.
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Table 2.1: Relative wages in industry groups, 1914 and 1921 (percentage of average
wage)

Note: The 1914 numbers are for the first quarter of that year; the 1921 numbers are for the
second quarter. In some cases the industry titles shown are abbreviations of fuller titles.
Source: Labour Report, various numbers.

2.4 CONCLUSION

Making due allowance for the imperfections of the data, we can see that the
Higgins era—at any rate, after 1911—was a difficult one for a tribunal that was
in its infancy and had both a limited comprehension of what was happening
and only rudimentary techniques for responding to a changing environment.

In the next two chapters, we see how it responded to the challenges.



The basic wage 1907-1921

The idea of a minimum wage, payable to unskilled adult male workers but
also serving as the foundation element of the total wage structure, emerged,
but was not completely articulated, during the Higgins era. The process is

described in this chapter.

3.1 THE LIVING WAGE

The doctrine of the living wage had a central position in discussions of wage
policy for the first quarter of the 20™ century and, to a lesser extent, beyond.
The underlying idea was that the employer had a responsibility to provide
for the worker some minimum standard of living—one that permitted the
worker to maintain himself and his family at a level consistent with prevailing
concepts of adequacy. In this definition, there are obvious areas of vagueness.

Imprecision of meaning gave rise to differences of opinion about policies.

The concept of a living wage was not invented in Australia, even if the
Australian wage-fixers were to contribute significantly to its development as
a policy goal and to give it a local flavour. Classical economics—from Adam
Smith onward—contained a notion of a natural wage that would suffice to
ensure the maintenance and reproduction of the working population. Smith
himself regarded a rate ‘sufficient to maintain the labourer and to enable him
to bring up a family’ as the ‘lowest rate which is consistent with common

humanity’ (quoted by Sawkins 1933, p. 11). In classical economics, the
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natural wage was not biologically determined, but would adjust to moveable

standards of subsistence. David Ricardo wrote:

Labour, like all other things which are bought and sold, and which may
be increased or diminished in quantity, has its natural and its market
price. The natural price of labour is that which is necessary to enable
the labourers, one with another, to subsist and perpetuate their race,
without either increase or diminution ... The market price is the price
which is really paid for it, from the natural operation of the proportion
of the supply to the demand. However much the market price of labour
may deviate from its natural price, it has, like commodities, a tendency
to conform to it. ... It is not to be understood that the natural price
of labour, estimated even in food and necessaries, is absolutely fixed
and constant. It varies at different times in the same country, and very
materially differs in different countries. It essentially depends on the
habits and customs of the people ... Many of the conveniences now
employed in an English cottage would have been thought luxuries at
an earlier period of our history. The friends of humanity cannot but
wish that in all countries the labouring classes should have a taste for
comforts and enjoyments, and they should be stimulated by all legal
means in their exertions to procure them. There cannot be a better
security against a superabundant population. (Ricardo 1962, pp. 93—
100)

Ricardo certainly did not advocate wage regulation: ‘Like all other contracts,
wages should be left to the fair and free competition of the market, and should
never be controlled by the interference of the legislature’ (p. 105). Yet if ‘the
natural price of labour’ were conventionally determined, adjusting to ‘the
habits and customs of the people’, might there not be scope for regulatory

intervention directed at raising, over time, the people’s expectations?

That question was rarely, if ever, asked and certainly not answered
affirmatively during the greater part of the 19 century. By its end, however, the
doctrine that payment of a sufficient wage was an obligation upon employers,

and that ‘market forces’ should not necessarily prevail, was making some, albeit
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slow, headway. Its most celebrated statement was in the pontifical encyclical
Rerum Novarum of 1891. This was the Catholic Church’s attempt to provide a
definitive response to the ‘social problem’—the conflicts between the haves and
the have-nots that had emerged in 19" century Europe (Coleman and Baum
1991). It affirmed the right of private property, but also rights of workers. Leo
XIII declared that the worker who accepted less than a just wage because the
employer would pay no more was ‘the victim of force and injustice’; and a
just wage was one that would support the worker in conditions of ‘reasonable
and frugal comfort’. The encyclical provided no guidance as to the family for

which the wage should provide, as Burns noted:

If the wage earner was entitled to receive enough to support him
‘in reasonable and frugal comfort’, did this include the comfort of a
wife, and of possible children? The question was a delicate one. It was
referred by the Pope to Cardinal Zigliaria, who unhelpfully replied
that though an employer who paid less than a ‘family’ wage would not
violate justice, yet such action might sometimes be contrary to charity

or to natural righteousness. No further solution came from the Church.

(Burns 1926, p. 326)
‘Once again’, said Burns, ‘it was in Australia that the work was done.’

In 1906, John A Ryan, a Catholic priest who was Professor of Ethics
and Economics in the St Paul Seminary, Minnesota, published A Living Wage
(Ryan 1906). He observed that ‘the doctrine that every labourer has the right
to a Living Wage is obviously in direct conflict with existing business practice
and theory’ (p. 3). The wage paid was the outcome of relative bargaining
power, which did not ensure a living wage.! The claim to a living wage
was grounded in the natural rights of the human being. Ryan discussed at
length the issue referred to Cardinal Zigliaria and his response, which had
apparently engendered much controversy. The Cardinal’s answer turned on
the consideration that the worker’s family were not contributors to production

and were, therefore, beyond the employer’s direct responsibility. Ryan and

' Ryan’s discussion of bargaining over wages is reminiscent of Higgins’ comments on the

‘higgling of the market’.
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others found this reasoning to be at odds with the principle that receipt of a

living wage was a right that flowed from the worker’s claim to human dignity.

In the United Kingdom, the germ of the idea of a living wage can be
found in the ‘Fair Wages Resolution’. This was pioneered in 1889 by the
London School Board. Fair Wages Resolutions were passed by the House of
Commons in 1891 and 1893. The 1893 Resolution was:

That in the opinion of this House, no person should, in Her Majesty’s
Naval Establishments, be engaged at wages insufficient to maintain a
proper maintenance, and that the conditions of labour as regards hours,
wages, insurance against accidents, provision for old age, etc, should be

such as to afford an example to employers throughout the country.

This was passed without dissent and was regarded as applicable to all public
departments (Snowden 1913, p. 18). It was renewed from time to time, in
different forms, and was extended to government contractors. It remained

operative policy until the time of the Thatcher Government.

In late 19" century Britain, the agitations and inquiries of social
reformers, such as Booth and Rowntree, awakened attention to the plight of
much of the working population. The demands that were generated could
be assigned to the ‘anti-sweating’ category as much as to the living wage, but
the latter had certainly become part of the lexicon. The economist Alfred
Marshall, writing in 1890, discussed the adequacy of wages from the viewpoint

of industrial efficiency:

But it will serve to give some definiteness to our ideas, if we consider
here what are the necessaries for the efficiency of an ordinary agricultural
or an unskilled town labourer and his family, in England, in this

generation. They may be said to consist of a well-drained dwelling with

> Ryan devoted a chapter of his book to estimates of the dollar amount of a living wage in the
United States. Some of these estimates were made by the Department of Labor. The Church’s
ambivalence about the claim of the wage-carner to an amount sufficient for a family, as well as
himself, seems to have been resolved later. For example, in the encyclical Divini Redemproris of
1937, Pius XI said: ‘But social justice cannot be said to have been satisfied so long as working
men are denied a wage that will enable them to secure proper sustenance for themselves and
their families ..." (cited in Fogarty 1961, p. 272).
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several rooms, warm clothing, with some changes of underclothing,
pure water, a plentiful supply of cereal food, with a moderate amount of
meat and milk, and a little tea, etc, some education and some recreation,
and lastly, sufficient freedom for his wife from other work to enable her
to perform properly her maternal and her household duties. If in any
district unskilled labour is deprived of any of these things, its efficiency
will suffer in the same way as that of a horse that is not properly
tended, or a steam-engine that has an inadequate supply of coals. All
consumption up to this limit is strictly productive consumption; any
stinting of this consumption is not economical, but wasteful. (Marshall

1961, pp. 69-70)°

The edition of Palgraves Dictionary of Political Economy published in
1906 contains an entry on the ‘Living Wage’, written by William Smart,

Professor of Economics in the University of Glasgow. The term, said Smart,

came to the front during the great coal strike of 1893. But it is impossible
to limit the claim of a living wage to any section of workers—by whom,
indeed, it might be attainable given strict combination, limitation of
numbers, and maintenance of price—and the expression seems likely
to take root as the claim of labour generally to a preference share in the

total product of industry. (p. 617)

Philip Snowden’s 7he Living Wage was written in 1913. Snowden was
a Labour MP (and a future Chancellor of the Exchequer). He had strong

religious convictions and propounded a highly idealised view:

It may be impossible to give a precise or satisfactory definition of a
Living Wage. But it expresses an idea, a belief, a conviction, a demand.
A thousand questions may be asked of those who advocate the Living

Wage which it may be difficult to answer, but the faith of its advocates

3 Inafootnote, Marshall estimated the cost of ‘the strict necessaries for an average agricultural
family’ at 15 to 18 shillings per week. ‘Conventional necessaries’ required an extra 5s. Different
estimates were given for other classes of labour: ‘For a man whose brain has to undergo great
continuous strain the strict necessaries are perhaps two hundred or two hundred and fifty
pounds a year if he is a bachelor; but more than twice as much if he has an expensive family to
educate. His conventional necessaries depend on the nature of his calling’ (p. 70).
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in its justice and possibility is not shaken by these objections. The idea
of a Living Wage seems to have come from the fount of justice, which no
man has ever seen, which no man has ever explained, but which we all
know is an instinct divinely implanted in the human heart. (Snowden

1913, p. 3)

Not only was the living wage a right of the worker as a human being; it
also accorded with the dictates of efficiency, for there was ‘an incalculable loss
of national wealth by the underpayment of large bodies of workers, who in
consequence of low wages are underfed, insufficiently clothed, badly housed,
poorly educated, industrially inefficient and politically incompetent’ (p. 7).
Many employers had discovered the benefit of treating workers well, but often
were defeated by what we now call the ‘race to the bottony’, wherein competition
enforced a neglect of external costs and benefits. In the unorganised and
unskilled industries, conditions were set by ‘the least scrupulous employer,
who finds it more profitable to draw upon (at the expense of the community)

the unlimited supply of half-starved and helpless labour, which he quickly uses

b

up’.

In terms strongly reminiscent of H B Higgins and his counterparts in
State tribunals, Snowden expressed strong antipathy to the strike as a method
of achieving a just wage. Invoking the examples of Australia and New Zealand,

he favoured compulsory arbitration.

Also occurring in 1913 was a church-based conference on 7he Industrial
Unrest and the Living Wage. “The industrial unrest’ alluded especially to
the coal strike of 1911, which had led the Asquith Government to enact,
reluctantly, a Coal Mines (Minimum Wage) Act 1912. A number of speakers,
mainly churchmen, strongly advocated the living wage. The Reverend A ]
Carlyle, for example, said that ‘the living wage is not a matter of philanthropic
consideration but of justice—that is to say, it is something that is, or ought
to be, regarded as an inherent feature of the social system just as a man’s right
to his life or his person is a necessary feature of a social order. ... it is not
something which individual employers should grant out of consideration,

generosity or mercy, it is something which morality and law should guarantee
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as a right which work can clainy’ (7he Industrial Unrest and the Living Wage
1913, p. 67). Contrary views were put by the Reverend Philip H Wicksteed,
a well-known economist, and Miss Mary Theresa Rankin, also an economist,
who later published a book about the Australian and New Zealand wage-
fixing systems (Rankin 1916).*

Miss Constance Smith presented a paper about the International
Association for Labour Legislation. Clearly a forerunner of the International
Labour Organisation (ILO), this had two sections: the International
Labour Bureau (located in Switzerland), which collected, classified, and
published countries’ labour laws; and the Federation of Labour Sections.
The Federation had the objective of improving labour laws. It met every two
years and comprised (said Miss Smith) ‘Parliamentary representatives of all
parties, ministers of different Churches, men of science and social reformers,
University professors and Trade Union Secretaries’. Miss Smith described the
movement of the Federation’s thinking from a concentration on sweating
towards the enforcement of minimum wages through wages boards, observing
that ‘the little fire kindled in Australia in the nineties is already beginning to
light country after country of the Old World’. ‘And so’, she said, ‘the general
movement in favour of a living wage, towards which the establishment of a
minimum wage must be considered the first necessary step, tends to proceed
on Christian lines, dealing first with the poorest, the humblest, the most
helpless’ (7he Industrial Unrest and the Living Wage 1913, pp. 158-168).

It was indicative of the extent to which the idea of the living wage had
taken hold that the Peace Treaty of 1919 called upon the High Contracting
Parties to promote ‘the payment to the employed of a wage adequate to maintain
a reasonable standard of life as this is understood in their time and country’
(quoted by Anderson 1929, p. 188). Achieving compliance with Article 427
of the Treaty became a concern of the ILO. In 1928 the Chief of the Statistical

Section wrote that ‘it would be a great success for international policy if every

* Whether she visited Australia and New Zealand is unclear. She was a Carnegie Research
Scholar in 1911-12 and 1912-13. J Shield Nicholson, in an introduction to her book, writes
that ‘in all cases the sources used were official reports and publications’.
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State were to accept a binding obligation to provide suitable machinery for
the payment of a minimum wage wherever the individual worker, owing to
his economic helplessness, fails to earn enough by a full day’s work to cover
his recognised minimum needs—an obligation which at bottom is almost self-
evident’ (Pribram 1928, p. 331).

Thus, in the early decades of the 20™ century, the living wage was
very much ‘in the air’. It was a revolt against perceived evils of 19* century
capitalism and industrialism. At the same time, the support that it captured
owed much to the economic advances, and the rising average income levels,
which these had caused. Evelyn Burns, in 1926, described the living wage as
the most widely accepted principle of wage prescription, having by then been
adopted in a number of American States and some of the Canadian Provinces
(Burns 1926, p. 260). It would be a major research endeavour, beyond the
scope of this study, to analyse and to explain fully the emergence, in a number
of advanced countries, of a sentiment favouring the implementation of a
living wage. Adoption of the idea in Australia owed something to the influence
of overseas opinion, but Australia’s experiments were, in turn, an inspiration
to proponents of the living wage elsewhere. The Australian wage-fixers
were involved at the level of application, and had to face practical issues—
prescription of a specific amount, determining the family unit for which the
wage was to provide, and adjusting the wage to the changing value of money—

that might be glossed over if the living wage were merely an aspiration.

I cannot say when the idea first entered Australian discourse. A well-
known affirmation of it, however, was made in 1890 by Samuel Griffith, who
brought into the Queensland Parliament a strange Bill ‘to declare the natural
law relating to the acquisition and ownership of property’. It resembled the
yet-to-be-published Rerum Novarum inasmuch as it affirmed both the right of
private property and the claim of labour to a sufficient wage. The Bill (which
did not pass) referred thus to wages: “The natural and proper measure of wages
is such a sum as is a fair immediate recompense for the labour for which they

are paid, having regard to its character and duration; but it can never be taken
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at a less sum than such as is sufficient to maintain the labourer and his family

in a state of health and reasonable comfort’ (Sawkins 1933, p. 9).

The development of thought about a living wage was stultified in
the 1890s by economic depression, the industrial defeats of labour, and
the priorities of establishing wage-setting mechanisms and of countering
sweating. None of the studies of early wage fixation of which I am aware refers
to the enunciation of a living-wage principle before the first decade of the
20™ century. The index to Coghlan’s monumental study (which extends to
1901) has no entry for ‘living wage’, the closest approximation being one for
minimum rates prescribed in New South Wales (1894) and Victoria (1896)
for contractors on public works (Coghlan 1969, vol. IV, pp. 2027-2028;
2051-2052; 2214). More intensive research might uncover opinions about
the living wage that have escaped my notice; but they would not be abundant.
The idea did not feature in the Convention debates on the proposal that led
to section 51 (xxxv) of the Constitution or in the parliamentary debates on the

Commonwealth Conciliation and Arbitration Bill.

That it first makes its appearance within the wage-fixing system probably
reflects the practicality that tribunals had to find bases for their decisions.
There were several possibilities: a living wage, what the trade could bear, what
‘reputable employers’ were paying, and compromise between the positions of
the disputants. The statutory requirement for wages to be ‘fair and reasonable’
(embodied, for example, in the Excise Tariff Act 1906) might seem, at first
sight, to be another criterion, but was so wide as to leave the arbitrator virtually

undirected.

All of the above options found places in early decisions of the tribunals.
Indeed, none—except perhaps ‘reputable employers—was discarded. The
living wage, however, was the most likely to appeal to an adjudicator wishing
to invoke a principle applicable to different cases—a typical aspiration of
courts of law. Hence, the establishment of arbitration courts enhanced the
likelihood of the tribunals adopting the living wage. If the Harvester case

(discussed below) is any indication, the living wage was an idea that judges,
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rather than the parties, brought into the practice of wage fixation. As educated
men, they had some awareness of the discussions in other countries. Higgins,
for example, corresponded with Seebohm Rowntree and Sidney Webb, and it

can be taken for granted that social considerations relevant to wage adequacy

would have been discussed (Macarthy 1969, pp. 19-38).

Sawkins states (and I have no contrary evidence) that the first clear
mention of a living wage in an arbitral decision was that of Justice Heydon in
1905 in the New South Wales Court of Arbitration (Sawkins 1933, p. 12).
Heydon referred to ‘the duty of assisting to, if possible, so arrange the business
of the country that every worker, however humble, shall receive enough to
enable him to lead a human life, to marry and bring up a family and maintain
them and himself with, at any rate, some small degree of comfort; this ... may
be shortly defined as the duty to prevent sweating ...”. But it was necessary
to ‘keep the law of supply and demand carefully in view’ and ‘T can discover
nothing in or out of the Act to prevent full effect being given to this in the
case of all labour above the lowest or living wage limit ...". Heydon did not, on
this occasion, attempt any quantification of needs. That was a task to which

Higgins purportedly addressed himself in Harvester.”

3.2 THE HARVESTER CASE®

3.2.1 The legislation

The agricultural implements industry, one of the few branches of engineering
involved in manufacture, as opposed to jobbing, was exposed to growing
competition from North America, from which it sought relief. After an

inquiry, this relief was afforded by import duties imposed under the Custom

Tariff Act 1906.

> Macarthy (1968, pp. 127-128) argues that before 1907 Victorian wages boards and the
Industrial Appeals Court virtually ignored the living wage principle. In those determinations
which included a minimum wage for unskilled labour, the predominant rate was 36s. The
Harvester standard was not generally adopted until the 1917-21 period.

¢ For other perspectives on the case, see Macarthy (1969), and Fahey and Lack (2007).
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The proposal to impose duties on imported agricultural machinery was
before the Parliament in August 1906 upon a motion of Sir William Lyne
(Minister of Customs and Excise) in the Committee of Ways and Means.
During his speech, interjectors asserted the need for complementary action
to benefit workers. Mr Hume Cook asked: “Will the Massey Harris Company
pay fair wages?’; and Mr Page said: ‘If we are going to have protection for the
manufacturer, we must have protection for the worker.” Lyne said: ‘T think—
and [ believe it is the desire of the Committee—that some conditions will
have to be imposed in the Bill, or a Wages Board will have to be appointed, to
prevent the payment of unduly low wages to those engaged in the industry’.
(Mr Tudor interjected—And to prevent the employment of too many boys’.)
Lyne explained that the motion ‘is intended really for the information of the
Committee, and is not part and parcel of the Bill to be hereafter submitted’
(Commonwealth Parliamentary Debates, vol. 33 [33 CPD], pp. 3443-3445).

The policy of New Protection sought to ensure that employees benefited
from the protection provided to employers. New Protection, Alfred Deakin

explained,

aims at according to the manufacturer that degree of exemption from
unfair outside competition which will enable him to pay fair and
reasonable wages ... It does not stop there. Having put the manufacturer
in a position to pay good wages, it goes on to assure the public that he

does pay them. (New Protection ... 1907, p. 1)

When Deakin spoke (in the week after that of the debate reported above)
about the proposed legislative package, an interjector asked how he would
define reasonable wages. He replied: ‘So far as Victoria is concerned, that point
would be decided according to the decisions of the Wages Boards. In other
cases, they would be decided according to the current rates in the locality,
under a power similar to that vested in the Minister of Trade and Customs
with regard to the sugar industry in Queensland’ (34 CPD, p. 3969). Sixteen
days later, Deakin said that ‘to my mind protective duties which benefit
only the manufacturer fall far short of conferring any real advantage upon

the community. It is desirable that some portion of the direct benefit derived
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Alfred Deakin

from the imposition of duties should, if possible, go to the employees’. By
then, however, the proposal to exempt from duty employers who complied
with decisions of Victorian wages boards had been abandoned. The reason,
said Deakin, was the view of the Attorney-General that exemptions from
duty upon compliance with decisions of State tribunals would infringe the
constitutional prohibition of taxation that discriminated between the States

(34 CPD, pp. 5137-5138).

The Custom Tariff Act 1906 imposed the import duties. For example,
the price of a stripper-harvester was around £70, and the duty payable from
7 September 1906 was £12. Consistent with Deakin’s expressed concern for
consumers, there were specified maximum prices for Australian stripper-

harvesters and drills. If these were not observed, the Governor-General could
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reduce the import duties by 50 per cent. Complementary to this measure
was the Excise Tariff Act 1906. This imposed excise duties equal to half of the

import duties, but with the proviso that

this Act shall not apply to goods manufactured by any person in any
part of the Commonwealth under conditions as to the remuneration of

labour which—

(a) are declared by resolution of both Houses of Parliament to be fair

and reasonable; or

(b) arein accordance with an industrial award under the Commonwealth

Conciliation and Arbitration Act 1904; or

(c) are in accordance with the terms of an industrial agreement filed

under the Commonwealth Conciliation and Arbitration Act 1904; or

(d) are, on application made for the purpose to the President of the
Commonwealth Court of Conciliation and Arbitration, declared to
be fair and reasonable by him or by a Judge of the Supreme Court
of a State or any person or persons who compose a State Industrial

Authority to whom he may refer the matter.

As the agriculture implement industry was not subject to either a
Commonwealth award or a filed agreement, it may be that the exemption
routes were intended for wider application, to be embodied in other legislation.
Deakin said that he expected route (a) to be used rarely. The terms of (d)
deserve brief notice. An application for exemption would be made to the
President of the Arbitration Court and an exemption would be granted if /e
deemed the wages to be fair and reasonable. That is, the application, was made,
not to the Court, but to the President and adjudged by him. Alternatively, the
President could refer the matter to a Judge of a State Court—not to the State
Court—or to a person or persons composing a State authority—not to the
authority. The procedure of imposing responsibility on the officer, but not the
tribunal itself, may have reflected a constitutional concern. During the hearing
of Harvester, Higgins said that the matter was not before the Court, but before

him. An implication was that he could choose his method of inquiry, and that
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an arbitration-like procedure was not a requirement. This view, which appears

to be correct, did not emerge in the judgment (2 CAR 1, 1).

It is a matter for speculation whether the legislative technique of
affording conditional protection would have been deployed more widely if the
High Court had not disallowed the Excise Tariff Act 1906.

3.2.2 The case

Neither Higgins' short-serving predecessor O’Connor nor Higgins himself
delegated any of the manufacturers’ applications. Each took the responsibility
of certifying, or not certifying, that the wages paid by an applicant were fair
and reasonable. O’Connor, earlier in 1907, had dealt with the question in a

manner summarised by Anderson:

In Bagshaw’s case certain interested unions were allowed representation,
and at a conference arranged by Mr Justice O’Connor between
representatives of employers and of employees at Adelaide in June,
1907, an agreement as to rates of wages was reached. This agreement was
important, because it enabled the President to adopt it as a standard by
which to judge ‘fair and reasonable’ rates, and it enabled manufacturers
to know the wage rates which would pass the test of ‘fair and reasonable’.
Mr Justice O’Connor granted the applications of 108 manufacturers
whose wage rates were not less than those provided in the agreement.
The rate fixed by the agreement for an unskilled worker was 39s per
week of forty-eight hours. The margin for skill for blacksmiths, fitters,
turners, woodworkers, and wheelwrights was 15s per week; semi-skilled

workers and tradesmen of less than average capacity, from 6s to 9s per

week. (1939, pp. 66-67)

There is no indication, in either the hearing of Harvester or the decision, that

Higgins ascribed any persuasive authority to the Bagshaw precedent.

Confronted by a long queue of applications, he adopted, in effect, a test-
case strategy. ‘I selected Mr McKay’s application out of some 112 applications

made by Victorian manufacturers’, he said, ‘because I found that the factory
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H B Higgins

was one of the largest, and had the greatest number and variety of employees;
and because his application was to be keenly fought (2 CAR 1, 2). Other
applicants would not be allowed to traverse the same issues, but would be

afforded opportunities to show that their situations differed materially from
McKay’s.

The hearing began on 7 October 1907 and concluded on 1 November.
The decision was given on 8 November. McKay was represented by counsel,
William Schutt, who was later a judge in the Victorian Supreme Court. Very
few of McKay’s workers were union members. Nevertheless, there was union
representation. ‘Certain unions of ironworkers’ were represented by Frank
Gavan Dutfty, later Chief Justice of Australia. Duffy became ill during the case
and his place was taken by his junior, ] A Arthur, who became a Minister in

the Fisher Labor Government (but died soon after taking office). Some other
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unions were jointly represented by one of their secretaries. None of the unions

comprised unskilled labourers.

Higgins made it clear that se would determine the structure of the case
and define the questions to be considered. He did not hesitate to tell the
representatives to desist from particular lines of argument or to insist on the
importance of others. Except when witnesses were in the box, the proceedings

were essentially dialogues between Higgins and those at the bar table.

It is well known that, in his decision, Higgins attended first to the wage
for adult unskilled labourers. Having done that, he moved on to the rates

appropriate for skilled and semi-skilled workers.
3.2.3 The cost of living

Nothing in Duffy’s opening address suggests any prior intention of treating
as an issue the adequacy of the living standards of the employees and their
families. Duffy strove unsuccessfully to persuade Higgins to take into account
the profitability of McKay’s business and the claim of employees to share in the
benefit that the firm enjoyed from tariff protection. Higgins’ insistence on the
priority of ‘the cost of living’ seems to have forced the parties to review their
positions. In advance of the unions’ evidence being called, Higgins inquired
of Duffy whether there would be ‘any direct evidence of a workman’s wife
or housekeeper’. Duffy replied that there would, and Higgins observed that
‘there is no one can give better evidence as to the way the shoe pinches, if it
does pinch, than the workman’s wife’ (transcript, p. 333).” The manner in
which the evidence of living costs was given—mostly by men whose primary
task was to describe the work performed at McKay’s and elsewhere—suggests
that calling this evidence was something of an afterthought. McKay’s counsel

was certainly caught off guard, as the following exchange shows:

7 Duffy then said: “These women do not wish, naturally, to have their names published in

the newspapers and I will ask Your Honour, when the time comes, to make an order that they
shall not be published.” Higgins asked Schutt whether he would have any objection to this.
When he replied that he would not, Higgins said ‘I should certainly do it
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Mr Schutt: Before we proceed with the examination of the witness, I
might say the remarks of Your Honour came somewhat as a surprise
to me and the gentlemen instructing me, viz: ... that Your Honour

expected us in our case to go into questions of the cost of living.

His Honour: You need not unless you like. I only thought it fair you
should have an opportunity, if you thought fit, as well as the other side

to do so.

Mr Schutt: What I mean is this, that although the matter had naturally
entered into our calculation we were not shaping our case from that
point of view. What we thought was this. Supposing we put a case
before Your Honour showing the conditions under which these wages
were earned, that is to say, conditions of work, that then would be
sufficient for our case, and if the other side disputed the fact that people
should be comfortable under those conditions that then we might be
allowed by Your Honour to have a rebutting case to rebut anything put

in evidence by them.

His Honour: I could not allow a rebutting case. The burden lies on you
to show that the conditions of remuneration are fair and reasonable.
Then if you go and work that out you will see it is impossible to find that
the conditions are fair and reasonable without going into the question
of the cost of living. The way it strikes my mind is this. The legislature
says that I am to declare whether the conditions as to remuneration are
fair and reasonable. It gives me no guide as to what it means to be fair
and reasonable. When you say fair and reasonable it must mean fair and
reasonable according to some standard. Then what is the standard? On
looking for the standard it cannot be fair and reasonable on the standard
of competition, individual employer against individual employee. It
must be having regard to the needs of the employee as a human being
in the first instance. As you interfere with the principle of competition
between the individual employer and the individual employee, that is
the only thing we can fall back on. What I propose to do is this. I
think the basic matter is—what is necessary for the ordinary unskilled

labourer?

71



72 Australian Wage Policy

Mr Schutt: From the point of view of living?

His Honour: Yes ... what is fair and reasonable in order that he may live

as a human being first of all. (p. 255)

Schutt sought an adjournment for McKay’s representatives to get
evidence about living costs. Higgins refused, saying that they had had months
to think about the matter (p. 261). On Friday 25 October, he warned Schutt
that if he was to call such evidence, he must do so on the following Monday
(p. 490). On the Monday, Schutt said that all that he could have done was
to call upon some of McKay’s workmen to give evidence, and he had no wish
to do that. “We did make some enquiries as to rents’, he said, ‘and we do not
think the estate agents can be contradicted’ (p. 517). In the decision, Higgins
said: ‘T allowed Mr Schutt ... an opportunity to call evidence upon this subject
even after his case had been closed; but notwithstanding the fortnight or more
allowed him for investigation, he admitted that he could produce no specific

evidence in contradiction [of the union evidence]’ (2 CAR 1, 6).

Eleven witnesses called by the unions gave evidence about the
expenditures of their households. Higgins said in his decision that ‘some
very interesting evidence has been given by working men’s wives and others’
(p. 5). In fact, three wives gave evidence. Eight men provided statements of
household expenditure, but most said that these either had been prepared by

their wives or were constructed in consultation with them.?

A simple average of the budgets would be misleading, because it is clear
that some witnesses omitted items. For example, two excluded rent, three
excluded clothing, one excluded fruit and vegetables, and one omitted tea and
flour. (Higgins in his decision itemised some of the omissions.) Some witnesses
probably excluded items because they were treated as ‘husband’s’ rather than
household expenditure. Tobacco, personal insurance, and contributions

to accident funds are in this category. It is possible, however, to construct

8 Dulffy also led evidence from an estate agent (discussed below) and a wood and coal

merchant. The burden of the latter’s evidence was that the prices of wood and coal had risen
over the previous two years. It throws no light on the actual prices of these items or the
quantities consumed.
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Table 3.1: Harvester evidence—constructed budget
Note: Numbers in the last column do not sum to 100 because of rounding.

a synthetic budget which takes such items into account and is unlikely to
be seriously inaccurate for the class of worker to whose households the evidence

related. Table 3.1 is such a budget.

This budget does not include some miscellaneous items. Insofar as the
witnesses referred to such items, the burden of their evidence was that they
could not afford them. But it is unlikely that they entirely forwent them. One
witness said that he frequently attended football matches. Some professed to
be teetotallers, but it is probable that the expenses of an average household

included some alcohol.



74 Australian Wage Policy

Clearly, a labourer on 6s per day (McKay’s standard) or even the 7s that
Higgins adopted could not afford weekly expenditure of £2 13s 6d (nearly 9s a
day) or thereabouts. The discrepancy is largely explained by the fact that none
of the workmen concerned was a labourer. Some were journeymen; and several
were union officials, paid at journeymen rates or better. Of the five whose
wages were disclosed, one received £3 per week and three—probably four—
received £2 14s. All had children, the number ranging from one to seven. In

three instances, there was evidence that working children contributed to the

household funds.

Several of the witnesses spoke of the difficulty of making ends meet.
There is little evidence, however, about the quantity or quality of the purchases
made within the budget. There is little, either, about the adjustments made to
confine the expenditures of labourers’ households within the lesser amounts

available to them.

An exception is housing. Smith Aumont, called by Duffy, was an
auctioneer and estate agent. Although he carried on business in Collingwood,
he claimed to have contact with agents in other districts and to be familiar

with current rents. He said:

I have got 36s a week men amongst my tenants. They live in places that
have no conveniences, such as baths and coppers. I have several houses
that have not got baths and coppers with tenants in but I could not tell
you what their wages are—I should gather from their occupation that
36s was their wage. They may get less. If there is a bath and a copper
I can claim at least another shilling a week. The owner would require
a shilling a week extra if he had to go to the expense of connecting a
bathroom with the sewer. ... At present a labourer as a rule does not
care to go beyond seven shillings a week. It would be a very inferior
place at that. He could not possibly go lower than that, and if he did
it would be a very inferior house. He could not possibly get a place for
human habitation for less than six shillings and that would only be for
three rooms. The artisan class go from 8s 6d up to 12s 6d. (transcript,

pp- 502-503)
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A three-room house comprised two bedrooms and a kitchen. A fourth
room, if there was one, was usually a dining room. Aumont’s evidence accords
with that of the workers or the wives who commented on housing costs. Mrs
Bayliss said that her family occupied a four-room house in North Brunswick.
It cost eight shillings and was unsewered. The sewer would be there soon and
its advent would raise the rent (p. 505). CJ Bennett lived in a four-room house
in Spencer Street, North Melbourne, for 12s 6d per week (pp. 487-488);
presumably his house was sewered. Ernest Wilkinson paid 8s 6d per week for
a four-room house, with a bath and copper in a detached room outside (pp.
473-474). Mrs Russell’s family of eight lived in a five-room double-storey
brick house, comprising three bedrooms, a living room and a kitchen—‘not
a good house at that’ (p. 441). There was no bathroom, but there were a bath
and a copper in a shed. This house cost 12s 6d a week. Mrs Smith, living at
Port Melbourne with her husband and seven children, also paid 12s 6d rent:

The kitchen is counted in the five rooms. We use one room for the
boys, one for myself and girls, and one for a dining room—we have
no bathroom. We have a copper and troughs. It is a portable copper
outside. (p. 440)

Mrs Smith added:

I cannot say how our neighbours live who only earn 38s a week. I can
only say the houses they live in are not fit for habitation and it would be

better to live in the fresh air. They are wooden houses, tumbling down.

(p. 441)

David Skidmore said that the average rent for a mechanic’s house would be
10s 6d. Labourers had ‘to go less’: ‘Labourers live in very poor houses, from 5s

and 5s 6d up to 7s 6d. But they are not fit to live in’ (p. 429).

A rough assessment, based on the evidence, is that labourers paid
between 2s 6d and 6s a week less in rent than the witnesses. Higgins™ estimate
of seven shillings as the labourer’s weekly rent (Harvester decision 2 CAR
1, 6) was probably based on Aumont’s evidence. The ‘saving’ goes a small

way to reconciling the synthetic budget, derived from the evidence, with the
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actual wages of labourers. The ‘cost’ of this economy was the occupation of
distinctly inferior housing (and the artisan’s house was far from luxurious). On
the evidence, a 7s house was typically cramped, dilapidated and unsewered.
Higgins simply took the seven shillings estimate at face value, without reflecting
on the efficacy of such housing in meeting ‘the normal needs of the average

employee, regarded as a human being living in a civilised community’ (p. 3).

At the time of putting Schutt on notice that he must provide any
evidence about living costs on the following Monday, Higgins said that in any
event ‘I think I have enough’. It is hard to take this seriously. Higgins at one
point said that ‘in order to know what is fair and reasonable remuneration I
should like to know in the present state of the markets what food, clothing
and shelter can be got for a certain wage’ (p. 253), but neither he nor the
parties pursued that question. The evidence (with the limited exception of
that about housing) dealt with the aczual expenses of families receiving artisans’
wages.” The sum required to sustain lzbourers families in conditions of ‘frugal
comfort’ was a separate topic. That there was no evidence about it is explicable
by the employee representation—the unions were those of skilled and semi-
skilled workers. Apart from the estate agent and the wood and coal merchant,

the unions” witnesses were drawn from their ranks and their members’ wives.

One route that Higgins followed for a certain distance was to derive a
partial ‘budget’ from the evidence of actual expenses, incorporating the seven
shillings per week standard for rent. The amount of £1 12s 5d represented
‘the necessary average weekly expenditure for a labourer’s home of about five
persons’ in respect of rent, groceries, bread, meat, milk, vegetables, and fuel.
It was ‘the average of the list of nine housekeeping women’ (p. 6). As we have
seen, there were 11 household ‘budgets—eight presented by husbands and
three by wives. The numbers of people in the 11 households ranged from

three to nine, with an average of just over five. For this group, then, Higgins’

% Afailure to notice this is a fault in Macarthy’s article. Macarthy provides a table of ‘Unskilled
Workingman’s [sic] Budgets (Lists offered in evidence at the Harvester hearing)’, but there was
no such evidence (Macarthy 1969, p. 32).
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calculation of an average family of ‘about five’ was correct. Such slender
evidence, it would seem, was the basis of what was to become a vexed issue in

basic wage fixation—the size of the family unit.

Higgins then noted numerous items not comprehended in the £1 12s
5d: ‘light ..., clothes, boots, furniture, utensils ... rates, life insurance, savings,
accident or benefit societies, loss of employment, union pay, books and
newspapers, tram and train fares, sewing machine, mangle, school requisites,
amusements and holidays, intoxicating liquors, tobacco, sickness and death,
domestic help, or any expenditure for unusual contingencies, religion, or
charity’. These items would clearly amount to more than 3s 7d—the gap
between £1 16s and £1 12s 5d. Hence he could be confident that £1 16s
was an insufficient wage. The difficulty with this reasoning is inherent in the
derivation of the £1 12s 5d. It comprises seven shillings—the estimated rent of
a labourer’s house—and £1 5s 5d allowed for food on the basis of the evidence
of actual expenditure. By parity of reasoning, the amount required for the
labourer’s household might have been set at £2 13s 6d (as in the synthetic
budget) less a ‘saving’ of 3s on rent (achieved by adopting a lower standard
of housing)—a total of £2 10s 6d (say £2 10s). Such an amount was not
founded on any identification of need—it was the amount (subject to the rent
adjustment) spent by households where the breadwinners earned more than

£2 10s; and they spent it because they could.

Schutt commented on the lack of evidence about the living conditions

of labourers and their families:

I expected to be more enlightened by the other side on this point. It
is perfectly true they called a lot of witnesses, but they did not call
witnesses who were in receipt of the lowest rates of pay. ... The witnesses
they called were people who spent what they got or very near it, and
their rate of living depended upon the amount they received. But the
difficulty is that there was nobody called who got 36s a week. There
was a reference made by one witness, Mrs Russell, to a time when her

husband got 30s some time before. (transcript, p. 624)
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Higgins responded:

I also remarked that there was no evidence called of the labourer himself.
But at the same time, it is almost a fortiori the case, that when these
people who are receiving £2 5s, £2 10s or £3 a week find themselves
unable even with that to get anything in the way of luxuries or anything
more than bare necessaries, that the others would be in a worse position.
Then Mrs Russell said something that ought to impress one, that her
husband, who was working at a candle factory, a man doing physical
work, sometimes was not able to get any meat. Of course, there are
some people who have theories that meat does not do them any good,
but if you have not meat you must have something else. For a grown
man working hard with his back, arms and legs all day and not be able

to get strong food impresses me as a strong case. (p. 625)

Mrs Russell referred to a time when her husband’s wage was £1 16s per week.
(He was now, as a union secretary, receiving enough to ‘give” his wife £2 10s.)
Mr Russell’s restricted consumption of meat was mentioned in the decision.
“This inability to procure sustaining food’, said Higgins, ‘is certainly not
conducive to the maintenance of the worker in industrial efficiency’. He did

not mention that Mr and Mrs Russell had six children.'

In truth, the gap in living standards between the synthetic budget and
the consumption possibilities of the labourer’s family was greater than is
suggested if we assume a daily wage for the labourer of six or seven shillings.
The labourer might earn such an amount in a week of 48 hours if he were fully
employed. But the evidence showed that there were various impediments to his
securing that amount. Most important—at least at McKay’s factory—was the

seasonality of demand for the product. Higgins referred to this in his decision:

There is no constancy of employment, as the employer has to put a
considerable number of men off in the intervals between the seasons.
The seed-drill and plough season, I am told, is in the earlier part of the

year, about April; but the busiest time is the harvester season, about

10 The eldest child—a daughter aged 15—ecarned five shillings a week at bookbinding and
probably contributed most of her wage to the household budget (p. 441).
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August to November. But even if the employment were constant and
interrupted, is a wage of 306s fair and reasonable, in view of the cost of

living in Victoria? (p. 5)

Seasonality was not the only cause of discontinuous employment.
George Bult, a foreman in the harvester department at Sunshine, referred to
the holidays observed at the factory—a fortnight at Christmas, Foundation
Day in January, a stock-taking day in February, four days at Easter, Eight
Hours Day, King’s Birthday, and Show Day. These were all unpaid, though a
bonus was given at Christmas (p. 244). If there were an interruption of work
through mechanical failure, the idle employees were not paid for the period
of the interruption, although the employer might extend the working day to
make up the lost time. There is no indication in the decision that Higgins
made any attempt to factor loss of working time into his assessment of fair

and reasonable wages.

In summary, the seven shilling standard lacked any real basis in measured
or estimated needs. For what it was worth—but it was worth very little—the
evidence suggested that a ‘needed’ wage was significantly above seven shillings.
To be taken seriously, a ‘needs’ criterion required the identification of necessary
items of consumption and their prices. It required, too, a more deliberate

consideration of family size than reliance on the average of the 11 households.
3.2.4 The seven shillings standard

What, then, was the basis for the seven shillings? A key consideration in
Higgins’ mind was the desirability of improving the workers’ lot. He virtually

argued in his decision that this was a statutory duty:

The provision of fair and reasonable wages is obviously designed for
the benefit of the employees in the industry; and it must be meant to
secure to them something which they cannot get by the ordinary system
of individual bargaining with employers. If Parliament meant that the
conditions shall be such as they can get by individual bargaining—if
it meant that those conditions are to be fair and reasonable, which

employees will accept and employers will give, in contracts of service—
ploy: 1l pt and employ I'g tracts of
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there would have been no need for this provision. The remuneration
could safely have been left to the ‘higgling of the market’ for labour,
with the pressure for bread on one side, and the pressure for profits on

the other. (p. 3)

This was a position that Higgins had clearly signalled during the hearing. For
example, when Schutt suggested that the best approach was ‘to see whether
the rate paid [by McKay] to the unskilled labourer is in accord with rates
usually paid and accepted’, Higgins responded: “That would never do. ... You
must have regard to current rates for ratios and the rest, but the whole idea of
the Act is interference with what is called free contract between an individual
employer and employee’ (p. 258). Higgins could have taken the view that his
task was to inquire whether a particular applicant, such as McKay, observed
generally prevailing standards—an approach suggested by Deakin in the

Parliamentary debate noted in Subsection 2.2.1.

That said, it is fair to add that the evidence lent substance to Higgins’

concern about the ‘higgling of the market’.

The principal witness called by Schutt was H V McKay’s brother,
George, who was factory manager. His frank evidence was that he set all of the
wages, taking some account of the advice of foremen. ‘In fixing the wages’, he
said, ‘T have endeavoured to get labour at the cheapest price that I honestly
could’ (p. 133). The wages book was tendered, showing the amounts paid to
495 men. The classifications of labour shown in the book had been entered
only after the application was made. Previously, there was simply a rate for
each man, determined by George McKay. Men performing what seemed to be
tradesmen’s work, but receiving less than might have been expected for such
jobs, were designated by George McKay as ‘improvers’. ] B Garde, manager of
the plough department, said that the men ‘get small rises from time to time as
they are deemed worthy. As Mr George McKay thinks fit he gives them small
rises ..." (p. 535). In effect, Higgins was being asked to bless the wages that
George McKay chose to offer. It is no surprise that he bridled at that idea.
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It was in his interpretation of ‘improvement that Higgins, in his
decision, invoked the standard of a wage appropriate to ‘the normal needs of
the average employee, regarded as a human being living in a civilised society’.

Elaborating on this standard, he said:

If A lets B have the use of his horses, on the terms that he give them
fair and reasonable treatment, I have no doubt that it is B’s duty to give
them proper food and water, and such shelter and rest as they need;
and, as wages are the means of obtaining commodities, surely the state,
in stipulating for fair and reasonable remuneration for the employees,
means that the wages shall be sufficient to provide these things, and

clothing, and a condition of frugal comfort estimated by current human

standards. (p. 4)

The analogy of the horses seems to imply a concept of subsistence wages. It is

unlikely that Higgins intended that.

What other standard was there? The rates paid by other employers and
those set by wages boards were possibilities. And Higgins moved from needs

to accepted standards:

Then, on looking at the rates ruling elsewhere, I find that the public
bodies which do not aim at profit, but which are responsible to electors
or others for economy, very generally pay 7s. The metropolitan Board
has 7s for a minimum; the Melbourne City Council also. Of seventeen
municipal councils in Victoria, thirteen pay 7s as a minimum; and
only two pay a man so low as 6s 6d. The Woodworkers' Wages Board,
24" July, 1907, fixed 7s. In the agreement made in Adelaide between
employers and employees, in this very industry, the minimum is 7s 6d."!
On the other hand, the rate in the Victorian railways workshops is 6s
6d. But the Victorian Railway Commissioners do, I presume, aim at
a profit; and as we were told in the evidence, the officials keep their
fingers on the pulse of external labour conditions, and endeavour to

pay not more than the external trade minimum. My hesitation has been

""" This was incorrect. The ‘Adelaide agreement’, in Bagshaw’s case, included a rate of 6s 6d

for unskilled labour (Anderson 1939, p. 67).
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chiefly between 7s and 7s 6d; but I put the minimum at 7s, as I do not
think that I could refuse to declare an employer’s remuneration to be

fair and reasonable, if I find him paying 7s. (pp. 6-7)

The implication that pursuit of profit—a dubious enough assumption
for the railways—reduced the relevance of an employer’s wages did not emerge
in the hearing itself. It was Higgins’ strongly asserted position that the fairness
and reasonableness of wages was independent of the employer’s profitability.
At the outset, Duffy sought an order requiring McKay to produce his ‘books’.
McKay made it easier for Higgins to refuse by conceding capacity to pay,
and Higgins expressed unwillingness ‘to make a man’s financial position
known to his competitors’ (transcript, p. 5). But Higgins’ objection was more
fundamental. When Duffy sought to cross-examine George McKay about
profits, Higgins again rebuffed him. ‘The idea of the Act’, he said, ‘is to treat
reasonable and fair wages as a first charge on the receipts whether there are
profits or not’ (p. 187). He might, perhaps, have argued that the profit motive
would cause an employer to exploit unduly his bargaining strength in the

‘higgling of the market’. This was not a view that he put to the parties.

The decisions of wages boards, on the other hand, were a subject of
repeated comment. The boards were established under Victorian law and
comprised equal numbers of employers and employees with independent
chairmen. If, after negotiation, there was an equality of employer and employee
votes, the chairman exercised a casting vote. Higginsacknowledged, in principle,
the potential persuasive power of a wages board decision, but only inasmuch
as an agreed outcome was the result of a bargaining process: ‘... it would be
a tremendous advantage to me if I could have a wages board determination
provided it was a joint determination of both employers and employees’
(transcript, p. 256). But there was a difficulty. Wages boards established since
October 1903 were subject to a statutory limitation that precluded them from

imposing wages above those paid by ‘reputable employers’.'> Moreover, an

2 Davey (1975, p. 73) writes that the ‘reputable employer’ clause was inserted ‘at labour’s
request, and the intention was to prevent the boards from fixing a minimum wage which was
too low’. But ‘it failed to help those it was supposed to protect’.
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appeal lay from a Board decision to a Court of Industrial Appeals comprising a
Supreme Court judge plus an employer and an employee representative. These

constraints, in Higgins’ view, reduced the relevance of Board decisions:

I should attach ten times as much importance to a wages board
determination if it were the concurrent opinion of both sides than I
would do to the determination of a wages board which is limited by what
the employers think. Then there is again the other consideration—there
is the Appeal Court. Under these present circumstances I understand
the wages board comes to its decision oppressed with the fact that there
may be an Appeal Court over them which will decide on the evidence
which is submitted. Now the wages board’s merit, if it has any, is that it
is composed of men who know the conditions, without evidence, and
there is an appeal from the men who know to the court that must inform
itself by evidence, and I, of course, should not be so much helped by the
wages board decision as I should like. (transcript, p. 256)

The boards were required to enforce at least a living wage, but Higgins perceived
this as something less than fair and reasonable. “Wages boards’, he said, ‘were
not told to find fair and reasonable conditions of remuneration, and I am’ (p.

625). The following exchange occurred between Schutt and Higgins:

Mr Schutt: I think six shillings would give [a labourer] the necessaries

of life.

His Honour: How can you say that when you say you cannot contradict
the evidence which has been given and the prices as to rent and butchers’

meat?

Mr Schutt: All the same, we say a man earning 36s a week can
live comfortably. On the other hand, I find on the wages board
determinations over and over again adults over 21 years were given

various sums ranging from 30 shillings to 36 shillings.

His Honour: Were those boards influenced by the reputable employers’

clause mostly?

Mr Schutt: Well, I can find out for Your Honour.
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His Honour: Well, the only thing I can say is that on the evidence I have
here I should not follow those standards. (pp. 626-627)

The Woodworkers” Wages Board, to which Higgins referred with approval, had
been established before October 1903 and was not subject to the ‘reputable
employers’ clause. Neither was the Furniture Board, which had fixed alabourer’s
rate of eight shillings. Although Sutch, for some of the unions, urged this rate

on Higgins (p. 546), it was obviously outside his contemplation.

The answer to the question why Higgins chose seven shillings as the
labourer’s wage thus combines two elements. One was a determination that
the Excise Tariff Act 1906 should be the means of enhancing the worker’s
position—for providing to him a benefit that he was unlikely to achieve by the
operation of the market. (Whether at that time Higgins envisaged using the
Court’s award-making role to generalise the Harvester standard is unknown.)
The other element was a sense that seven shillings was a rate that could not be
represented as excessive, because a number of employers were already paying
that amount. Did the ‘cost of living'—the needs of the wage-earner and his
family—play any role? Perhaps it strengthened Higgins’ resolve to enforce
an increase. But the link between the seven shillings and living costs was so

tenuous that nothing more is arguable.
3.2.5 Harvester and the living wage principle

As we saw earlier in this chapter, the goal of a living wage was widely advocated
in the early decades of the 20™ century, and Harvester occurred in that context.
During the Harvester hearing, Higgins suggested that a mere ‘living wage’ fell
below the standard at which he should aim:

‘Fair and reasonable’ means something between a good wage and a
living wage. I think Mr Duffy is right in saying it is not merely on
what a labourer can live. At the same time I do not think I am entitled
to refuse a man excise remission if he does not give a good wage. It is

something between a mere living wage in that sense and a good wage.

(p. 253)



Keith Hancock 85

In the event, the distinction came to nothing, and in arbitral discourse terms
such as the basic wage and the living wage were interchangeable. ‘Basic wage’
seems to have been coined by Higgins in 1911, with the purely functional
purpose of identifying the labourer’s wage as a foundation upon which
secondary wages were superimposed.'? Although ‘basic wage’ became common

usage in the Court, Powers, as Deputy President, often used ‘living wage’.

In the aftermath of Harvester, as we shall see, Higgins endowed the
basic wage with a ‘sacrosanct’ quality that was quite at odds with the process
by which he had arrived at the seven shillings standard. There were three

fundamental problems with the process:

* the subjectivity of the very concept of wage adequacy;
* the tenuous connection between the seven shillings and
identified consumption possibilities; and

* the superficiality of Higgins’ attention to family size.

The conceptual inadequacies of the Harvester standard as a measure of
household needs, combined with the inadequacy of the methods of adjusting
it to a rising price level, were to lead ultimately to the Piddington Commission
(see Section 3.6). In fairness, it should be admitted that the circumstances of
the Harvester case—the limited information, the parties’ narrow agendas, and
the pressure for an early decision—did not lend themselves to sophistication in
Higgins’ judgment. If he is to be criticised, it is not so much for the intellectual
shortcomings of the decision as for his subsequent endeavours to endow it

with a mystique that its origins and its contents belied.
3.3 THE COMMONWEALTH BASIC WAGE
3.3.1 The foundation element of award rates

Higgins’ first award, a year after Harvester, was for marine cooks, bakers and
butchers (2 CAR 65). He adopted the Harvester standard for the lowest grade
(the sculleryman), making adjustments for the fact that the workers’ ‘keep’

3 He used the term in the Engine-Drivers and Firemen’s case (5 CAR 9).
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was partially provided by the employer. In the Broken Hill case of 1909, he
was confronted by evidence that the BHP Company’s mine was becoming
uneconomic. Higgins deemed the Harvester wage to be inviolable, declaring
that ‘unless great multitudes of people are to be irretrievably injured in
themselves and in their families, it is necessary to keep this living wage as a
thing sacrosanct, beyond the reach of bargaining’ (3 CAR 1, 32). Reinforcing
his concern about ‘injury’ to the workers and their families was a contention

that maintaining the living wage was necessary for industrial peace:

I cannot conceive of any such industrial dispute as this being settled
effectively which fails to secure to the labourer enough wherewith to
renew his strength and to maintain his home from day to day. He will
dispute, he must dispute, until he gets this minimum; even as a man

immersed can never rest until he gets his head above the water. (p. 20)'

The linkage between the wage and the level of unrest was taken for granted.
It was a further—and unargued—step to suppose that the specific rate for
unskilled workers set in Harvester was the amount that separated peace from

turmoil.

It was the repeated stance of Higgins and Powers that the basic wage-
earner should not be called upon to share any burdens of economic adversity,
although workers receiving additional amounts might be expected to do so.
This principle accorded with Higgins’ decision of 1909 in the BHP case. But
it had wider import as prices rose during the war, and the Court held margins
constant in money terms while increasing the basic wage. Powers, in 1915,

expounded the principle in patriotic terms:

The war necessarily causes loss and self-sacrifice, and although a worker
is entitled to claim a living wage in times of war as well as in times
of peace, and to get it if he can do so by the methods provided by
Parliament—it is to be hoped that those who are employed in industries

which cannot afford to pay higher wages for skilled workmen than are at

Y In A New Province for Law and Order (1922, p. 6), Higgins wrote (in 1915): ‘One cannot
conceive of industrial peace unless the employee has secured to him wages sufficient for the
essentials of human existence’.
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present paid—for their own sakes and for the Empire’s sake—will follow
the example of their fellow-workers in Great Britain and Ireland who,
although receiving lower wages have, apparently—when convinced that
the industry cannot pay all they demand—accepted, during the war,
what can in fairness be paid. By doing so they will help, by their work,
to keep our industries going—prevent further depression—and bring
the war to a successful issue at as early a date as possible. ... A country
that pays 8s 6d a day to labourers in time of war—and considers claims
for increases of such wages in war time—is surely worth fighting for and
worth some self-sacrifice in time of need. (Zanners and Leather-Dressers’
case 9 CAR 209, 211-212)

In 1916, Powers referred to a decision of President Jethro Brown in
the South Australian Industrial Court, wherein Brown had said that he felt
justified ‘in expecting even the unskilled worker in time of war to exercise an
abnormal economy’. ‘In this Court’, said Powers, ‘we do not feel justified in
forcing abnormal economy on the unskilled worker ..." (Storemen and Packers
case 10 CAR 629, 643). “The war’, said Higgins in 1918, ‘causes suffering
everywhere, deprivation nearly everywhere; and the extra commodities
purchasable by the secondary wage are not so vital to healthy, fully nourished
life as the commodities to which the basic wage is to be appropriated. The
basic wage, which is meant to secure the proper sustenance of the children, the
future citizens, must be provided at all costs; anything, everything must be cut
down before the basic wage’ (Coopers’case 12 CAR 427, 428).

3.3.2 Adjustment for rising prices

Until 1912, Higgins made no attempt to review the adequacy of the Harvester
7s in relation to changing prices. In the Engine-Drivers and Firemen’s case
of 1911, the union claimed a higher wage because of an alleged increase in
the cost of living. Higgins said that the cost of living was rising, but that the
evidence did not justify his setting a higher rate in that case; in future he might

need to take the higher cost of living into account (5 CAR 9, 14; Anderson
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1929, p. 230). In the Rural Workers’ case of 1912, however, he set a minimum
rate of 8s (6 CAR 61). Late in 1912, the Commonwealth Statistician began
publication of his first price index, covering food and grocery prices and
house rentals—the A series index (see Chapter 1, Subsection 1.3.2). In the
Gas Employees’ case, heard between March and September of 1913, Higgins

referred to these statistics:

I have found many indications that the minimum of 7s has become too
low, owing to the increased cost of living; and I have allowed the fact to
influence my awards; but I have never yet had presented to me, before
this case, evidence sufficiently specific to show me what the advance
in the basic wage should be ... According to the Commonwealth
Statistician, the sum of 17s 4d would purchase in Melbourne in 1907
as much of the necessaries of life as 20s 11d would purchase in 1912.
From another statement, it appears that, if the year 1911 be taken as the
normal year, the cost of living in Melbourne has increased from 1907
to 1913 in the proportion of 922 to 1,111. In other words, 7s in 1907
were worth as much in Melbourne, in real wages, as 8s 5%d today. This,
if taken by itself, would suggest an increase to nearly 8s 6d. (7 CAR 58,
69)

Higgins set 8s 6d as the daily basic wage for Melbourne. The
Statistician’s figures also allowed comparisons of the cost of the regimen in
different places, and Higgins accordingly set specific rates for different capital
cities. In the Engine-Drivers’ and Firemen’s case, decided in October 1913, he
set out the comparative costs in the June quarter. The basis of comparison
was the purchases that could have been made in 1907 with £1, on average
of the six capital cities. The same items would by June of 1913 have cost
235 10d in Sydney, 22s 11d in Adelaide and Perth, 21s 3d in Hobart, 21s
2d in Melbourne, and 19s 7d in Brisbane (7 CAR 132, 141). In some cases
thereafter, the Court set differential rates reflective of the estimated costs of
living, but quite often the relevant parties requested uniform rates, and the

Court usually complied.

5 Also known as the Fruitpickers’ case.
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Once the publication of the price index had begun, it was the subject
of frequent reference and discussion. In many cases, evidence was given by
staff of the Labour and Industry Branch of the Commonwealth Statistician’s
office, principally ] T Sutcliffe, the officer in charge of the Branch. It appears
from the decisions, moreover, that unions, employers’ representatives and the
members of the Court freely contacted the office to get its advice about the
construction and interpretation of the index. The tenor of references to the

Statistician and his staff was invariably one of respect.

Initially, Higgins took note of the Statistician’s figures, but both he and
Powers (from 1914) treated them simply as one factor—an important one—
in the set of considerations upon which the decisions were to be based. In
the Waterside Workers' case, decided in April 1914, Higgins said that wharf
labourers ‘clearly belong to the category of unskilled labourers’. Continuing,

he said:

The cost of living in Melbourne was in 1907, and is still, somewhat
lower than the Australian average; on the Australian average, the basic
wage would have been 43s. Taking 43s as the proper basic wage for the
Australian in the capital cities in 1907, the basic wage should now be

53s per week.
But the actual conclusion was a little different:

On the whole, and after weighing all the circumstances, I think that with
the evidence available, and on a comparison with other industries, and
on a moderate and conservative estimate, the minimum rate per hour
should be fixed at such a sum as should generally insure for the worker a
sum of 51s per week, or 8s 6d per day. This is the wage which has been
found by Heydon, ], in his recent elaborate and valuable inquiry as to
the cost of living (for the purpose of NSW) to be the proper minimum
wage for ordinary work ... It is also the minimum wage prescribed by
myself for yardmen in cokeyards in Melbourne in the Gas Employees’
case, August 1913, and by the Victorian Coal and Coke Board in the
determination gazetted 4" December 1913. (8 CAR 53, 64-65)
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Anderson (1929, p. 232) accurately summarises the position: ‘In May, 1914,
Mr Justice Powers awarded 8s 6d per day to labourers engaged in tanneries.
At that time the Court was awarding a basic rate of about 8s 6d to labourers
in Melbourne, Sydney, and Brisbane; and that was about the rate when the
Great War commenced in August, 1914.” What had happened, in effect, is
that ‘Harvester had become 8s 6d in lieu of 7s. The increase of 21 per cent
over the original 7s compares with the 20 per cent rise in the cost of living
(measured by the A series index) between 1907 and 1914.

Continuing increases in prices, especially in the early years of the war,
led to a greater reliance on the index. Two important qualifications must be
borne in mind, however, because they affected significantly the reality of the
Harvester standard. One is that the basic wage was set when an award was
made. Awards typically ran for periods of three to five years. The basic wage
might be increased on application for variation of the award, but not before
the union could point to a substantial increase in living costs. The other
qualification is that Higgins and Powers, in responding to price increases,
exercised discretion in their choice of index numbers. Generally, the choice
was between the average prices of the previous calendar year and the average
for the immediately preceding four quarters, with Higgins leaning to the
former and Powers to the latter. For both reasons, the basic wage in any award
might be well out of date in respect of living costs. At a time of rising prices,
this meant a reduction relative to the Harvester equivalent. An example of
the two effects is provided by Higgins’ decision of July 1915 in the Artificial

Manure case:

It appears from the most recent publication of the Commonwealth
Statistician ... that in 1907 a sum of 17s 6d in Melbourne would go as
far in securing groceries, food, and rent, as 22s 1d would go in 1914,
taking the year as a whole. It also appears that the corresponding figure
for 1914 in Adelaide is 22s 10d. The basic wage as ascertained and
found in 1907 for Melbourne was 7s per day; and if that finding was

correct—there has been no evidence produced to impugn it—the basic
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wage should not be less than 8s 10d for Melbourne, or less than 9s 1d
or 9s 2d for Adelaide. Of course, we are now at the end of July, 1915;
and according to a return furnished by the Commonwealth Statistician,
the cost of living has, since 1914, been increasing in a startling degree.
For Melbourne, the Statistician’s figure for the first quarter of 1915 is
22s 11d; for the second quarter 25s 3d. For Adelaide, the figure for
the first quarter of 1915 is 23s 2d; for the second quarter 25s 4d. But
I have to make an award for some years to come (both sides are willing
that the term should be three years); and as the recent exceptional
rapidity of the rise in prices seems to be due chiefly to the war and to
the drought, I think it better to award according to figures for the last
full year available, 1914. ... But, although I do not propose to fix the
wage on the basis of the cost of living figures for the first half of 1915, 1
have to take these figures as a warning, and therefore I think it right to
give full effect to the figures for 1914. The strain of present conditions
must at present be very great for the wage-earners. The Court has always
power to vary the award; and if prices persistently increase, the union
may apply for an increase on the basic wage awarded; while if prices go

down, the employers may apply for a decrease. (9 CAR 181, 189-190)

Higgins fixed the basic wage for Victoria in this award as 53s a week (8s 10d
a day).

In October 1915, Powers dealt with the first application for an award
variation based on the increase in the cost of living. This was in the Zanners
and Leather-Dressers’ case. The award still had 18 months to run. Powers said
that it was ‘out of the question’ to fix a basic wage by reference to prices in
the August quarter (the most recent for which figures were to hand). There
was a likelihood that at least some of the items in the index would return to
‘normal prices’ by the end of the year because of the breaking of the drought.
‘This Court’, he said, ‘cannot, in fairness to employers, employees or the
public, make awards on the figures available for a month or for a few months
preceding the day the different awards are made—nor can it vary awards from

time to time because of a temporary change in the cost of food and groceries,
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or in the cost of living generally. ...” (9 CAR 209, 215). Powers decided,
‘under all the circumstances mentioned’, to raise the basic wage in the award

from 8s 6d to 9s.

The continued rise in prices led Higgins in September 1916, in the
Meat Industry Employees’ case, to fix a Melbourne basic wage of 10s per day.
This was based on a comparison of the Statistician’s index numbers for 1907
and 1915. ‘It is true’, said Higgins, ‘that the figures are still higher for the
present year 1916, so far as it has gone; but I do not think it expedient to act
on the figures of the latest fraction of a year’ (10 CAR 465, 484). This entailed
a lag of about 15 months between prices and the wage level. As the award
ran its course, the interval grew correspondingly. In the early part of 1917,
Higgins moved to a 10s 6d standard. “The cost of living is higher for 1916
than for 1915, he said; ‘but even in 1915 the figures would point to about
10s 5d as the minimum daily wage. I do not see how I could be justified in
prescribing less than 10s 6d per day, 63s per week' (Glass Manufacturers case
11 CAR 31, 33). In the following June, Powers refused to adopt the 10s 6d
standard. In the Engine-Drivers case, the union drew his attention to the two
cases in which Higgins had fixed that rate. There had in recent months been
some fall in prices. Higgins had acted on the basis of prices for the whole of

1916. ‘It has been my practice’, said Powers,

to make awards based on the Statistician’s figures available for twelve
months prior to the award, and not to be guided in making an award
on any monthly or quarterly figures, and I understood that to be the
practice of the President, but I see he based his last award on the fact that
1916 as a whole was higher than 1915 as a whole. The tables supplied
to me by Mr Sutcliffe satisfy me that awards made on the Statistician’s
tables for twelve months prior to April 1917 should not (except in the
case of Perth) be made (if the figures of the Statistician are solely relied
upon) for more than awards made on the same tables for twelve months
prior to January 1917, or prior to October 1916, or to July 1916. (11
CAR 197, 212)
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A reading of decisions between late 1917 and mid-1919 indicates that
in fixing the basic wage the Court hovered between 10s and 10s 6d. This was
for Melbourne. For other places, the wage might be higher or lower according

to the Statistician’s estimates of prices of food and groceries and of house rents.

The adjustment—however crude—of the basic wage to a price index
raised issues about the reliability of the index. Little was said about the
collection of the data, perhaps because of the Statistician’s insistence that
his ‘tables’ measured accurately what they purported to measure. Criticisms

centred, rather, on two aspects of the index:

* it encompassed only prices of food and groceries and house
rents; and

* the regimen of items included in the index was fixed.

The categories excluded from the index were clothing and miscellaneous
items.'® It was commonly supposed that these represented about 40 per cent
of the household expenditure of basic wage-earners. The Court’s attitude
generally was that, in the absence of evidence to the contrary, it would suppose
that the index accurately measured the decline in the purchasing power of the
sovereign; that is, that the prices of items in the excluded categories moved in
much the same proportions as food and grocery prices and house rents. There
was ‘a general fall in the value of money in relation to all commodities, in all
parts of the civilised world, and whether there are wages boards or arbitration
Courts or not; and the burden lies on the employers to show that the price
of clothes, furniture, fuel, etc, does not increase in substantially as high a
ratio as the price of groceries, food, and rent’ (Artificial Manure case 9 CAR
181, 190). Unless the employers showed otherwise, said Higgins in 1916, ‘I
must assume that the value of the pound sterling has fallen generally as to the
commodities of a worker’s family, in the same ratio as it has fallen in relation to

the Statistician’s selected commodities’ (Merchant Service Guild case 10 CAR

¢ Of course, the regimen did not include all items of expenditure within the categories of

food and groceries and rent.
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214, 225). He did not discuss the possibility that the prices of the excluded

items might have risen more than those covered by the index.
Going into more detail, Higgins said in a later case:

Mr Knibbs [the Commonwealth Statistician] has taken food, groceries
and house rent, and has treated the variations in their prices as best
showing the variations in the value of money against commodities
generally; and he has shown good reasons for the course which he has
taken. These commodities are in steady uninterrupted demand. It is said
that since the war began the price of clothes has increased in a somewhat
greater ratio. But the need to purchase clothes is intermittent, irregular,
casual, controllable. ... Several of the ‘miscellaneous’ items have not
increased at all: for instance, tram fares, union subscriptions, insurance
premiums, newspapers etc. To my mind, it is better not to disturb the
Statistician’s careful estimate as to the increase in the cost of living by
inserting in it incomplete estimates of one’s own as to the increase
for a portion of the period of some one or more of the miscellaneous
commodities, not being all of them. (Gas Employees’ case 1919 13 CAR
437, 457)

There may here have been an implied response to Powers decision in the 1918

Public Service case (discussed below).

The possibility of variations in the composition of household
consumption was raised by employers as a reason why the basic wage need
not be increased to the full extent of the increase in prices. In some cases,
there was the added suggestion that an adjustment of the menu would be a
reasonable contribution by the wage-earner to the war effort. As we shall see,
this contention was discussed in some detail in the New South Wales tribunal.
The Commonwealth Court lent support to it in relation to secondary wages,
but it had limited impact on the Court’s decisions about the basic wage. In
the 1916 Clerks’ case (10 CAR 16) the employers tendered a letter from the

Commonwealth Statistician, who said:

The price-index given in the Labour Bulletin accurately and

unequivocally expresses the changing value of the sovereign for this
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particular regimen, and for any regimen sensibly the same. ... But I
may point out that when prices are abnormally high for a particular
commodity, people diminish the use thereof. ... As prices become
abnormal so will any given regimen cease to represent actual usage; and to
the extent to which it differs from actual usage, so will it fail to be a true

indication of the actual cost of living.

Powers, in his decision, noted that pork had gone up 100 per cent since the
beginning of the war, and that people could fare quite well on other meats and
foods. He declined to give full effect to the index (Anderson 1929, pp. 236—
237). Discounting of the index was rare, however. In the Mear Workers’ case
(below), Higgins made plain his rejection of the focus on specific items, such
as pork, and little more was heard of this. Normally, the index was accepted as

an accurate measure of the change in the cost of living.
3.3.3 Basic wage principles

In two cases, the principles of basic wage fixation were discussed in more than

usual depth.

The earlier of the two was the Mear Workers’ case (10 CAR 465). Higgins
in September 1916 made the first federal award for the meat industry. ‘In this

case’, he said,

I have welcomed—at last—a rational discussion of the principles on
which the Court has hitherto ascertained the ‘basic’ wage—(I think the
name was first given by me)—both as to its elemental factors and as to
the mode of ascertaining the appropriate variations from time to time.
On both subjects, Mr Parsons [the KC representing South Australian
respondents] has very properly referred me to the elaborate and
interesting pronouncements of Mr Justice Heydon, as reported in the
New South Wales /ndustrial Gazette for March 1914, and of the same
learned Judge, with Mr Justice Edmunds, in their recent consideration
of the matter on August 18" last. I have also had the advantage of
reading, since I reserved my judgment, a similar pronouncement

made by Professor Jethro Brown, as President of the Industrial Court
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of South Australia, in connexion with the Tinsmiths case. Criticism
is desirable—is essential—on a subject so novel and difficult; and I
have not seen any other Australian criticism which approaches these
utterances in value. I am far more surprised at the number of points of
agreement found in the three several and independent Courts than at
the points of difference. No Court in Australia ... rejects the principle
of a living wage as an essential first condition in any bargain between
employer and employee. It is also reassuring to see a consensus of
opinion as to the need for finding a basic wage, based on the cost of
living, as distinguished from the secondary wage, based on skill or other
exceptional qualifications; to find also agreement as to the fundamental
principles and methods for ascertaining the basic wage; and to find
even approximately similar results. ... I had feared that the difference
would be greater; for the State tribunals are naturally and—if I may
presume to say so—properly, influenced by considerations of inter-
State competition—considerations which do not embarrass this Court.

(p. 475)

The 1907 basic wage had been fixed without the assistance of any
‘statistician’s tables’. It was, rather, ‘the result of the selected and sifted evidence
of thrifty and careful housekeeping women whose husbands were wage-

earners. ‘I recollect’, said Higgins,

that counsel for the union did not propose to call any such evidence
tll T suggested it; and when these witnesses came, without notes or
preparation, they showed, each in her artless fashion, how every
shilling, almost every penny, was earmarked for some necessary family

commodity. ... This was my starting point—7s per day in Melbourne;

though I had doubt whether it should not be 7s 6d. (p. 479)"

7 In A New Province for Law and Order (1922, p. 4), reproducing an essay written in 1915,
Higgins said: ‘At my suggestion many household budgets were stated in evidence, principally
by housekeeping women of the labouring class; and, after selecting such of the budgets as
were suitable, I found that in Melbourne ... the average necessary expenditure on rent, food,
and fuel, in a labourer’s household of about five persons, was £1 12s 5d ...; but that, as these
figures did not cover light, clothes, boots, furniture, utensils, rates, life insurance, savings,
accident or benefit societies, loss of employment, union pay, books and newspapers, tram or
train fares, sewing machine, school requisites, amusements and holidays, liquors, tobacco,
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If my earlier account of Harvester is a fair one, Higgins' recollection could
most kindly be characterised as romantic. It #s true that Higgins ‘suggested’
(‘demanded’ might be the better word) the calling of evidence about the cost of
living. 7hree housewives and eight men gave evidence about weekly expenses.
But, as we have seen, the link between their evidence and the 7s standard was

tenuous.

Since 1907, prices had risen; and since the outbreak of war, the increase
had been ‘violent’. But by how much had prices increased? ‘It is at this point,
Higgins said, ‘that I make use of the Statistician’s tables; but I make use of

them as prima facie evidence only’:

The tables purport to show the variations in the purchasing power of
money, so far as the variations in the prices of his selected regimen, with
its 47 items, show it. The Statistician does not affect to believe that these
same staple commodities in the same quantities are purchased always by
all classes in all localities, or by all families in a class; but he says that
‘in normal circumstances properly computed index numbers of food
and groceries and house rent combined form one of the best possible
measures of those variations in the purchasing power of money which
affect the cost of living’. ... These index numbers do not deal with all
the commodities purchased by the wage-earning classes, and some of
the selected commodities may not be purchased by these classes at all;
but—until the contrary be shown—I infer that the depreciation in the
value of money which is found in relation to the selected commodities
is to be found also in relation to the other commodities; that the same

causes produce the same effects; and the contrary has not been shown.

(pp. 479-480)

Higgins turned to the possibility of the wage-earners offsetting higher

living costs by changing the consumption mix. For the basic wage-earner,

a compulsory change of regimen ... must mean generally an inferior

regimen, less sustenance, a failure to satisfy the normal needs of civilised

sickness or death, religion or charity, I could not certify that any wage less than 42s per week
for an unskilled labourer would be fair and reasonable.’
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men, a diminution of physical power, a decrease in efficiency; whereas
a change of regimen on the part of people with larger incomes is not
likely to have any such result. When it appears, as in this case, that one
respondent has opened since the war a shop or stall for the sale of ox
cheek and cuttings off the head, for which he had no market before, but
which people buy now as meat is so dear, such a fact makes one think.
... I notice that Mr Justice Powers, in his judgment delivered in the
Federated Clerks’ case, March, 1916, has spoken as to the necessity of
changing one’s regimen from things which are dear to things which are
cheap. He has spoken of the duty of all under present circumstances,
to make some sacrifices; but he has carefully guarded his words by
making them apply only to the secondary wage—‘once the living
wage is secured.” ...Yet even as to the living wage it is always open to
employers, to prove, if they can, that there is a complete regimen which
is physiologically as good as the kind contemplated in the calculations
of the living wage, and which is at the same time cheaper. It is of no use,
however, to point out merely that there is this or that possible substitute
for this or that favourite article, and to show that it would be cheaper.
It is of no use merely to show, for example, that ox cheek is cheaper
than rump steak or than ribs of beef. I am told that ox cheek is actually
richer in grammes of protein, but that it has only half as many calories
as steak—half the fuel value, half the value for energy. If 3,500 calories
and 125 grammes of protein be required for the worker per day, the
deficiency must be made up somehow; so that it is idle to compare the
different regimens except in their totality. But although the Court may
fairly be asked to revise its conclusions as to the living wage on being
shown that there is as good a regimen which is cheaper, it must avoid
the morass of faddism. It must decline to be led into the absurd position
of deciding between rival theories as to diet—for example, between a
vegetarian diet and a diet in which animal food is allowed. It must take
the habits of the people as they are, must refuse to dictate what to eat
and what not to eat; must accept the practice of thrifty wage-earners’
homes—which make economies under pressure of stern necessity, but

whose bread-winner’s strength has to be renewed from day to day—as
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affording usually the best practical test as to the suitable regimen. (pp.
480-481)

Notwithstanding his earlier deference to the evidence of the artless
housewives, Higgins now postulated that the Harvester standard might be
‘quite wrong'. It was always open to the parties to show this, and his acceptance
of the 1907 standard was ‘tentative only’. The subject was ‘too novel, too
difficult, too formidable in all its consequences, to make that finding of 1907 a
fundamental dogma’ (pp. 481-482). In this case, the 1907 decision had been
criticised for the assumption made about the size of the labourer’s family—
‘about five’. The assumption had also been criticised by Mr Justice Heydon
in the New South Wales tribunal, citing statistics suggesting that the actual
number of children aged below 14 was fewer than two. ‘But’, said Higgins,

if my judgment in the Harvester case be examined, it will be seen that
I did not attempt to lay down the average of three as being the actual
average. ... | took the family of ‘about five’ persons as a fair type; just
as Professor Bowley ... takes a family of six (four children) as a fair
type ... As for Australia, the most satisfactory indication of the average
that I can find is contained in tables furnished by the Commonwealth
Statistician—furnished since Mr Justice Heydon’s inquiry. In these
tables, the dependent children in families with incomes under £3 per
week—and this is the class of families to be observed—the children
under fourteen years are stated at 2.24 per family. ... If we are to be so
meticulous as is urged, we must take into the estimate of a living wage
2.24 children; and if we are to provide for the feeding of .24, or one-
quarter of a child, may we not as well provide for the child’s other three-
quarters? ... I feel strongly that our problem does not turn on the actual
average number of dependent children per family—even if the average
is confined to wage-earners’ families, and at the best wage-earning
period. The problem is not to find any existing needle in any existing
haystack, but to find what sum can be most reasonably laid down, in
the circumstances of the time, as the foundation or basic wage—a wage
below which employers ought to be forbidden by the state to employ

its citizens who are labourers. I can only say that I can see no sufficient
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reason for departing from the hypothetical case of a family of ‘about

five’ for the purpose of fixing the basic wage. (pp. 482-484)
Anderson (1929, p. 195) drily observed: ‘As most people find it difficult

to understand what is meant by a family of “about five”, the statement is
usually made that the Harvester wage was fixed for a family of five, and that
the Court’s present basic wage is fixed for a family of five.” As we shall see, the
issue of family size, as well as being a point of divergence between federal and
State tribunals, was to be a major topic of consideration in the aftermath of the
Piddington inquiry. Despite the criticisms, Higgins was given to remarking
that—whatever might have been said of the price index—the Harvester 7s had

not been impugned.'®

The other decision that stands out for the depth in which the issue
of basic wage prescription was debated was the Public Service Clerical case,
decided by Powers in October 1918 (12 CAR 531). The applicant associations
sought an increase in the basic wage of Commonwealth public servants, then
£150 per year (9s 7d per day for 313 days). If granted, the increase would be by
way of a war bonus for a limited term. The Public Service Commissioner and
other respondents argued that there should be no increase. They contended,

said Powers,

that public servants were not entitled to any increased basic wage, and
that we must all recognise the times as abnormal, and submit to them
in the best way we possibly can. That course is possible to those who
receive from £300 to £3,000 a year, and the higher the income the easier
it is to say it, and to do it; but it appears to me unreasonable to expect
those on the basic wage in the Public Service to quietly submit to the
greatly increased cost of living without at least applying to get the basic
wage allowed outside the Public Service. ... It is difficult to see how
a man, his wife and family, can be expected to live on the wage fixed

before the war. (pp. 535-536)

18 See, for example, the Artificial Manure case (1915) (9 CAR 181, 189), the Glassmakers’ case
(1917) (11 CAR 31, 34) and the Coopers’ case (1918) (12 CAR 427, 426).
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Powers permitted employers’ federations to participate in the case. They
argued that no increase in the basic wage beyond 63s per week (10s 6d per
day) should be granted. This, they said, was the amount to which the pre-war

wage should be raised to match the increase in the price index.

Powers’ very detailed decision included a long discussion of the level
and composition of expenditure consistent with living on the basic wage.
At the risk of oversimplifying this discussion, we can summarise it in the
following terms. The assumption that food and rent represented about 60 per
cent of the household’s expenditure was false: on pre-war evidence compiled
by the Commonwealth Statistician, these items absorbed considerably more.
This meant that the sum available for other items, including clothing, was
intolerably low; and this inadequacy had been exacerbated by wartime
increases in the cost of clothing that exceeded the growth in the price index.
Powers also listed the items which, in the unions’ contention, the basic wage
should cover. They included rent, food and groceries, clothing, fuel and light,
and fares; and also a number of other items such as children’s school requisites,
lodge and friendly society fees, union dues, a newspaper, maintenance and
replacement of furniture, crockery and linen, occasional medical attendance
and children’s dentistry, stamps and stationery, toys, tobacco and drink, and
some provision for old age. In Powers’ view, the public would not see these

aspirations as unreasonable.

The great amount of evidence tendered to Powers and his analysis of
it might perhaps have been the basis of a ‘new start’. Had he moved in that
direction, his relations with Higgins could well have been strained. In the
event, he drew back: ‘T do not feel justified as a Deputy President of the Court
in adopting an entirely new basis for the living wage in making this award at
the present time’ (p. 546). He would adhere to existing practice and merely
adjust the wage to the increase in the cost of living, granting a war bonus so
as to raise the basic rate for married officers to £162 per year (about 10s 4d

per day).
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At the end of the war, then, the practice of the Court, when making a
decision about the basic wage, was simply to award an approximation of the

Harvester standard, with imperfect allowance for the increase in prices.
3.3.4 The call for review

Both Higgins and Powers, however, had for some time been advocating a
separate inquiry into the living wage. Powers appears to have taken the lead.
He said in November 1916:

I certainly think that an inquiry should be made as soon as we get back
to normal times, to ascertain as nearly as possible what a fair living
wage for a Commonwealth award should be, based on the ordinary
regimen of a working man and his family and the cost of all of the items
taken into consideration ... The Statistician informs me that it would
be possible in normal times to ascertain what it does in fact cost an
average working man and his family of two or three to live in reasonable

comfort in the Commonwealth ... (Storemen and Packers’ case 10 CAR

629, 644)
‘It is remarkable’, said Higgins in March 1917,

that though an attempt has been made to impugn the soundness of the
Statistician’s estimate of the change in the cost of living, no attempt has
yet been made in this or any other case to impugn the soundness of my
finding in 1907 as to 7s as the proper basic wage in Melbourne in that
year. ... An inquiry on this subject is eminently desirable, now that the
finding of 1907 has stood for nearly ten years but I cannot force parties
to an arbitration to undertake the labour of such an inquiry. I hope
however that some party will exercise his undoubted right to challenge
the figures as to the existing cost of living. The matter is one of extreme

importance to the industries of the Commonwealth. (Glass Founders
p

case 11 CAR 31, 34)

Soon afterwards, Higgins said that an inquiry would resolve issues
surrounding both the 1907 decision and the measurement of price movements
(Gas Employees’ case 11 CAR 267, 277). In the Engine-Drivers’ and Firemen’s
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case, decided in June 1917, Powers gave as an additional reason for holding an
inquiry the differences in the living wages fixed by the Commonwealth and
State tribunals: the inquiry ‘should enable all the Courts to have a common
basis on which uniform awards would be possible’ (11 CAR 197, 219). In the
Public Service case of 1918, discussed above, he referred to the necessity for
the Court ‘to reconsider the assumptions as to the percentages of expenditure,
on which awards have, up to the present, been made; unless that is avoided
by a full inquiry by a Commission, or by the Statistical department, on the
questions: What sum should be fixed as a Federal living wage? Including (1)
What average family should be allowed for; (2) What items of expenditure
should be allowed in fixing a basic wage; (3) What proportion each item of
expenditure approved of bears to the total sum suggested as a living wage’ (12
CAR 531, 538). Powers said in the same case:

At the conclusion of the evidence the representative of the Acting Public
Service Commissioner, the representative of the Employers Federation
of Victoria and NSW, and the representative of the seven unions now
before the Court, joined in urging that the Federal Government should
appoint a Commission or some body to take evidence with a view to
fixing a Federal living wage for a man, his wife, and family of three,
on a scientific and humane basis, or to authorise the Commonwealth
Statistician to do so. The President of this Court and I have, on more
than one occasion, recommended that course to the Federal Government
because we know that men, although they obey awards, feel that they are

not getting more than a wage on which they can exist ... (pp. 542-543)

Higgins and Powers, in 1919, made further calls for an inquiry. In July,

for example, Powers said:

I again make the suggestion [for a Royal Commission] because I feel
sure the discontent that is existent here, and in other countries, can only
be removed by removing the cause. Prosecutions and imprisonment of
employers or employees are necessary if they by illegal actions starve
the community and violate the laws of the country, but the only real

remedy is to remove the cause of the discontent wherever possible.
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I also do so because I am not satisfied that the basic wage is a living
wage within the meaning placed on it by this Court before the war.
... No one who has any knowledge of the subject could make himself
believe that £3 a week would allow a man and his wife and family of
three to live up to the standards mentioned at the present prices of food,
clothing and rent. (Carters and Drivers case 13 CAR 214, 239)

In September, Powers said that ‘the President of the Court has, and
so have I, on several occasions publicly protested against having to continue
to go on with the work of the Court without information obtained by an
Inquiry Board or Commission (sometimes called a living wage inquiry) as to
the reasonable needs of a man and his wife and family in these times ...” (AWU

case 13 CAR 563, 582-583).

3.4 THE LIVING WAGE IN STATE TRIBUNALS

In the formative years of arbitration, the State tribunals played some part in
the development of wage-fixing principles, including those pertaining to the
basic or living wage. Some of the State Acts, in fact, enshrined the concept
in one way or another, whereas no such recognition was to be found in the
Commonwealth Conciliation and Arbitration Act 1904 (Burns 1926, p. 300).
New South Wales and South Australia were the States where the tribunals
gave fullest consideration to the principle. There was, of course, no formal
mechanism for consultation between tribunals—that did not come until
the 1970s. But tribunal members read the decisions that emerged in other

jurisdictions and, from time to time, commented on them.

The New South Wales counterpart of Higgins was Mr Justice Heydon.
I have previously referred to Heydon’s observations of 1905 about the
desirability of equating the minimum wage with a living wage. Heydon did
not then attempt to measure the living wage. In 1908, the structure of the
New South Wales system was altered. Under the new structure, the primary
power of wage-setting rested with Boards. Their decisions, however, were
subject to appeal. (A further, less fundamental, restructure occurred in 1912.)
F A A Russell, the Chairman of 11 Industrial Boards, said in 1914:



Keith Hancock 105

It must be a function of the Court of Appeal to co-ordinate the work
of the Boards and to regulate them; if the Boards make mistakes and
fix minimum wages too high the appeal is to the Court—in the New
South Wales system this heavy responsibility has been placed almost
altogether upon the patient shoulders of a single indefatigable judge—
and the Court has power to reduce any minimum wages that may have

been unduly increased as well as to level up any that have been kept too

low. (Russell 1915, pp. 344-345)

The ‘indefatigable judge’ was Heydon. In 1914, he reviewed 60 awards made
by Industrial Boards between 1912 and 1914, finding that the minimum rate
set by them was typically 8s per day (Sawkins 1933, p. 15). “This’, he said, ‘is
the first inquiry of any extent carried out by any arbitral tribunal in order to
fix a living wage of general application in the State’ (Board of Trade (NSW)
1918, p. 4). The Boards had spent much time in trying to apply the Harvester
standard to the circumstances of the cases before them. ‘Accordingly, the
opportunity afforded by an appeal from an award was taken, and this inquiry
was begun’ (p. 16). What was required was ‘an authoritative declaration as to
the basic or living wage in New South Wales, together with the ascertainment
of some method (if such can be found) of raising or lowering it with the rise

or fall in the cost of living’ (p. 5).

Heydon reviewed the Harvester decision and rejected it. His feeling was
‘that I cannot safely take the Harvester wage as a starting point, and that the
living wage must be sought by an independent inquiry’ (p. 24). One ground
for rejection was Higgins' assumption of a family containing three children.
The Commonwealth Statistician had supplied information, based on the
1911 census, showing that the average number of children was less than two.
Knibbs had also in 1911 made a survey of household food expenditures,
which indicated that Higgins' allowance for food was excessive (pp. 18-19).
Heydon’s commentary on the evidence given in Harvester shows that he had

not read the transcript and was too charitable to Higgins:

The means thus provided, after three years, by the Commonwealth

Statistician, of testing the figures for food expenditure of the Harvester
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witnesses, to my mind throws serious doubt upon them. Certainly ...
the nine group have the advantage of having been called, and subjected
to cross-examination, and seen by the Court, and it seems evident that
they were (as, in my experience, such witnesses nearly always are) worthy
wives and mothers, whose recital in Court of their household cares and
troubles moves both sympathy and respect. On the other hand they
are but nine, and living in one spot. The strongest and best feelings of
their natures, their love for their husbands and children, their regard
for the opinion of their neighbours, their loyalty to their class, appeal
to them to make their evidence as strong as possible—for I can feel no
doubt that they knew the object of the hearing, and it had probably
been frequently discussed. Then they were open to selection. When the
managers of the case knew that heavy budgets would help them while
light budgets would injure them, can it be doubted which they would
choose? (pp. 20-21)

The evidentiary basis of Harvester was weaker than this passage implies, but

Heydon’s criticisms were justified.

Heydon himself received much evidence about household budgets. The
unions had put a great deal of effort into collecting it. “This’, said Heydon, ‘was
really valuable material’. Having said that, he went on to make a fundamental

criticism of the reliance on actual expenditures to identify needs:

The weakness of the evidence, so far as it was weak, lay in the nature
of the method of investigation by ascertaining actual expenditure. It
is quite evident that when a living wage is sought, the mere fact that a
witness spends, say, £3 a week, proves nothing. If such a fact proved that
£3 a week was a living wage, the same method might equally prove that
£2, or £4, or £10 a week was a living wage. Nothing was brought out
more clearly in this inquiry than the fact that nearly all the witnesses
simply lived according to their income, whatever it might be. Of several
of them the wage had gone up or down, or the rent had been raised,
or a child had begun to earn money, quite recently. The expenditure
immediately expanded or contracted as the case might be. ... The real

question is one of standard. One has to ask one’s self whether the family
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life as disclosed exhibits hardship which should not be tolerated, or falls
below what should be guaranteed to the humblest class, and in fixing
the standard one has to bear in mind that it is not a thing which is

stationary, and if it has risen the wage should rise too. (pp. 41-42)

The point seems self-evident. And yet it seems commonly to have eluded
tribunals, advocates and researchers; the equation of needs with actual

expenditure recurs across the 20™ century.

Notwithstanding the breadth and depth of his inquiry, however,
Heydon arrived at a superficial endorsement of the existing standard, which
was below the Harvester equivalent. ‘T know of no case’, he said, ‘in which
the [Commonwealth] Court has made an inquiry as full as the present, and
I think that I should not hesitate to express what seems to me to be its true
lesson. That is, that the living wage in Sydney, for the average family of two
parents and two dependent children, is not more than £2 8s per week™ (p.
60). The Commonwealth Court’s basic wage was then typically £2 11s—itself

below the true Harvester equivalent.

Heydon did not leave the matter there. His task was to recommend a
minimum wage to the boards. The times, he said (without citing any evidence),
were prosperous, and the wage-earner ‘should have his share in prosperous
times’. That would happen in a labour market unregulated by Courts, and
regulation should not deprive the worker of a benefit that he might otherwise
have enjoyed. An adjustment might be made on either of two bases: (1) an
upward revision of the notions of adequacy underlying the determination of
the living wage; or (2) simply paying more than the living wage. Heydon
chose the latter:

it might be said that as prosperity increases the standard of living rises
and carries the living wage with it. This would be true, but I do not
think it is well to call what may be a mere temporary change, which
may last for only a few years, a change of standard. To my mind, that
expression should be limited to change of a more fixed and permanent
character, such as become generally accepted as necessary conditions;

such, for instance, as the adoption of footwear, both boots and stockings,
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a change not yet, I think, quite universal in the case of children. This is
very different from the changes wrought by a wave of prosperity, and to
my mind (though I can understand others taking a different view) it is
better to keep the two things separate, and to have the true living wage

in sight, even when one departs from it ... (p. 61)

Heydon’s recognition of the relativity of ‘needs’ was, for the time, an interesting
but isolated one. He suggested to the boards that unskilled workers in Sydney
should receive for light work 8s 6d per day, for ordinary work 8s 9d and for
heavy work 9s (p. 62). The prosperity component raised the living wage to, or
above, the Commonwealth standard. He offered no solution to the need for
‘some method (if such can be found) of raising or lowering it with the rise or

fall in the cost of living’.

By the time of the next determination of a minimum wage—December
1915—the country was at war and there was serious inflation. Heydon said
that he and Mr Justice Edmonds had decided, for no explicitly stated reason,
that the minimum wage should be £2 12s 6d. They were unwilling simply to

raise the wage to match the increased prices:

As to the great variations shown by Mr Knibbs’ tables, in the purchasing
power of the sovereign, they are in themselves too violent, and their
causes too obscure, and their future course too uncertain to enable
us to rely upon them at this time, even if the war and the course of
events should not make it necessary in some cases to abandon their use.
However, beyond what we have said we cannot go; the prospect is too

dark and difficult to permit us to attempt any conclusive determination.

(p. 66)

In August 1916, the Court—Heydon sitting with Edmonds—issued
a new judgment, far more expansive than that of the previous December.
Referring to the 1914 decision, Heydon said that the prosperity component had
fallen into abeyance. Much of the 1916 decision was a discussion of the weight
to be accorded to the increase in prices, as reported by the Commonwealth
Statistician. There were three subjects of discussion: (1) the meaningfulness of

the statistics as a measure of the increase in the cost of living; (2) the causes of



Keith Hancock 109

the rise in prices; and (3) the appropriateness of maintaining real wages during

the war.

The pointat issue in relation to (1) was the household’s ability to counter
the effects of higher prices by altering the composition of its consumption
toward goods and services that had become relatively cheaper. Of course, there
was no measurement of this effect, but Heydon put it forward as a reason for

not automatically adjusting the wage to the value of the sovereign.

As to (2), he considered three causes of the inflation. One was the
expansion of the Commonwealth note issue. This was ‘a war tax; and should
not every man pay his own taxes? Is taxation which is deliberately imposed
upon the whole community to be converted by the Court into double taxation
upon a part of the community?” (p. 73). The other two causes were ‘slow
working’ and strikes. Heydon seized the opportunity to condemn these

nefarious labour practices—the work of ‘saboteurs’:

Conscience, country, and God appear to be all alike repugnant to them.
The real parents of such doctrines, as stupid as they are abominable,
seem to be hatred, envy, fraud, and laziness; feelings directly opposite to
the manly and upright instincts which mankind has in all ages admired.

(p. 75)"

But in the final analysis, Heydon ascribed to the war itself his refusal to

compensate for higher prices:

The main circumstance, however, which we have to consider is that
we are at war, and we have determined to admit that fact alone as a
modifying circumstance, and setting aside the questions hereinbefore
discussed, of paper money, slow work, and strikes. We have repeatedly
said that the war, in all its portentous magnitude, cannot be disregarded
by us in considering at what the living wage should be fixed. It is
impossible to define the living wage in terms which make it inelastic. All
such seducing words, as ‘fair’ and ‘reasonable’, are essentially relative,

and introduce existing circumstances into the problem. (p. 78)

" Graham (1995, p. 77) describes the criticism that Heydon, a Catholic, made of Archbishop
Mannix’s opposition to conscription.
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The decision was to fix the sum of £2 15s 6d as the living wage to
be incorporated in new awards. Existing awards would be reopened, and the
living wage in those awards be raised to £2 14s. No explanation of either
amount was given, other than the fact that ‘an application of the method
adopted by Mr Justice Higgins in the Artificial Manures case on the 20 July
last year ... would show a smaller wage than [£2 15s. 6d] by 1s 8d per week’
(p. 82). (Higgins' ‘method’ was to set a basic wage equivalent to the Harvester

7s, adjusted for the increase in prices up to the average of the previous calendar

year.)

No new declaration of the living wage was made until September 1918.
By then, the Industrial Arbitration Act had committed this function to the
newly established Board of Trade. The Board was required from year to year to
make ‘public inquiry into the increase or decrease in the average cost of living’
with a view to then declaring living wages (p. 113). Heydon, as President, sat
with four Commissioners representing employers and employees. The Board
began its reasoning with the 1914 declaration, ‘taking the last two quarters
of 1913 as the period covered by the living wage inquiry, and following the
practice of the Court of Industrial Arbitration of taking the present figure at
the average of the last four quarters, in this case up to 30" June, 1918 ..." (p.
114). J T Sutcliffe, who gave evidence, had applied the formula to calculate a
living wage of £2 18s 5d, which would normally be rounded to £2 18s 6d. The
employers argued that the proper basis for the calculation was not the wage
set in 1914, which included the prosperity supplement, but the lesser amount
identified as the cost of living. The Board disagreed:

It is true that the investigation of the material then before the Court
brought out a cost of living of about £2 6s 6d, but the Court did not
accept that result; for various reasons which may be gathered from the
judgment, it added 1s 6d to that figure, and treated the resulting £2 8s
as showing the cost of living, and as pointing to a living wage of the

same amount.

In fact, the Board decided to grant more than £2 18s 6d because of the

abnormality of ‘the times’:
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In a general way everyone complains of the increase in the cost of
living, though even more money seems to be spent than ever before.
Whether this is permanent, or whether the close of the war or anything
else will end it, we cannot possibly say. It is true that everyone ought
to economise and avoid waste as much as possible; but still we think,
under the very special circumstances of the present time, and for the
present time only, that something might be done for the lowest class
of workers. We deal only with the living wage and nothing else, and as
we have to consider it every year we are able to take short views ... We
find that the living wage proper is £2 18s. 6d. per week, but we add to
it (for the living-wage workers only, and until our next inquiry only)
another 3d per day, making the minimum wage ... £3 0s 0d per week.
(pp. 120-121)

Thus the Board added a ‘loading’ to a standard that was itself above the ‘cost
of living’ identified in 1914, the combined addition being of the order of 5

per cent.

In October 1919, the Board (presided over by Edmunds as Acting
President) discussed a union claim for the living wage to be related to the
needs of a family comprising a man, a wife, and three children, as in the
Federal Court’s decisions. The Board refused:

If the number of dependent children, three, adopted by Mr Justice
Higgins in the Harvester case of 1907, was not taken by him because
it was presumed to be an average, it is impossible for the Board to say
upon what grounds it was taken. The statistical inquiry into the subject
shows that, as an average for this State, that number is wrong. The
Board finds that during the past year this average number of dependent
children is under two. (Compendium ... 1921, p. 11)

This finding was based on analysis (by the Commonwealth Statistician) of the
1911 census. Although there was no evidence about subsequent demographic
change, the long-term trend in dependency was one of decline: in 1881, there
were 2.41 children under 15 years of age per married, widowed, or divorced
male; by 1911, the number was 1.75 (p. 16).
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The Board fixed a living wage of £3 17s. The increase of 17s exceeded
the rise in the index and was explained by the Board’s taking into account
evidence about the actual costs of fuel and light, clothing and boots, and other
miscellaneous items. Alarmed by the amount of the increase, the New South
Wales Government announced a scheme whereby the living wage would be set
for a man and wife only. Payments related to the number of children would be
made from a fund into which employers would pay amounts determined by
the numbers of employees. The scheme was not approved by Parliament (Burns
1926, pp. 328-329). A similar measure would be proposed by Piddington in
1920 (see Subsection 3.6.7).

The following is a comparison of the declared living wages in New South
Wales and the amounts generally being prescribed by the Commonwealth

Court for Sydney (the latter being, for various reasons, approximate):

Thus in the years 1915-18 the Commonwealth basic wage exceeded its
New South Wales counterpart. Although an even larger difference might be
‘explained’ by differentassumptions about family size, it is questionable whether
this was the essence of the matter. Rather, the New South Wales Court seemed
to regard the Harvester standard as an excessive impost on employers, and
found an easy justification for rejecting it in Higgins' ostensible assumption
of three children. The 1919 New South Wales decision was a rather radical

departure from previous practice.

In South Australia, under the terms of the Factories Act 1907, a Court
of Industrial Appeals was appointed to hear appeals from the wages boards.
Mr Justice Gordon, hearing an appeal from the Brushmakers Board in 1908,

said that the Court had no power to vary a Board decision without securing
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a living wage to the workers affected (Anderson 1929, p. 213). Unlike the
Commonwealth Conciliation and Arbitration Act 1904, the South Australian
Industrial Arbitration Act 1912 formally defined the ‘Living Wage’: it would be
a sum ‘sufficient for the normal and reasonable needs of an average employee
living in the locality where the work under consideration is done ...” (Burns
1926, p. 301). Regular reports of Court decisions date from 1916, when the
Court was constituted by Mr President Jethro Brown (formerly Professor of
Law at Adelaide University). As in the Commonwealth jurisdiction, decisions
about the living wage in South Australia were made in the context of specific

cases.

Brown, like Higgins, Powers, and Heydon, was given to articulating
his views about the principles underlying the prescription of a living wage.
In the Salt case of 1916 (1 SAIR 1, 6, cited by Anderson 1929, p. 214), he
declared that the living wage must be based on the normal and reasonable
needs of a married man with a wife and children to support, and that the
higher comfort of living and the higher standard of social conditions which
the general community in Australia allowed to those who lived by labour had
also to be taken into consideration. In the Zinsmiths' case of 1916, he said
that it was ‘natural that I should pay considerable deference to awards of the
Commonwealth Court of Conciliation and Arbitration’, but proceeded to
criticise the Commonwealth Statistician’s price index, which should be used
with caution (1 SAIR 55, 57, 63, cited by Anderson 1929, pp. 207 and 234).
Brown also felt justified ‘in expecting even the unskilled worker in time of
war to exercise an abnormal economy’ (cited by Powers, with disapproval, in
the Storemen and Packers case 10 CAR 629, 643; see below). In 1918, Brown
said that while it had been held by the Court that a living wage must be paid
even if it involved the closing down of particular industries, ‘when we come
to interpret “living wage” in precise figures, we must remember that it must
be a wage which is reasonable under all the conditions of the community
or locality where it is prescribed’ (Storemen and Packers’ case, 2 SAIR 111,
116-117, cited by Anderson 1929, p. 193).
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Brown also advocated the creation of machinery for fixing an Australian
living wage. Dealing in 1919 with the assumptions underlying the male (as

opposed to the female) living wage, he said:

The family living wage is assessed on the assumption that the husband
requires no ‘skill’, and that the general conditions in the industry in
which he works are such that no conclusive ground can be alleged for
fixing a primary minimum which is higher than the bed-rock wage. But
the Court has to assume, for practical and quite irresistible reasons, that
the man may have children. He may have none. He may have six under
14 years of age. The Industrial Court cannot base its calculations on the
abnormal. As a matter of fact, this Court proceeds on the assumption
that the wage-earner will, or may have, three children under 14 years of
age. (Women’s Living Wage (Cardboard Box Makers) case, 3 SAIR 11 at
26-27, cited by Anderson 1929, p. 214)

Higgins and Powers from time to time referred to State decisions. I
referred in the previous section to Higgins’ reliance in the Waterside Workers
case of 1914 (8 CAR 53, 65) on a recent decision of Heydon to justify a daily
basic wage of 8s 6d. There was a hint of self-congratulation in a comment by

Higgins, referring to Victoria, in the Artificial Manure case of 1915:

The Court of Industrial Appeals, on an appeal from the Wages Board

. reduced the 51s to 48s ... but it is now made clear and well
recognised that the cost of living, with the resulting pressure on the
poor, had already risen to an unexpected height. The decision on appeal
very nearly produced a strike; but such an extreme measure was averted
because this federation of Victorian and South Australian chemical
workers had been formed, and the men hoped for relief from this
Court. The federation, though formed as early as December 1912, was
registered on the 19™ September 1913, just ten days after the decision
of Hodges J. (9 CAR 181, 185)

In the 1916 Meat Workers' case, Higgins both reflected upon the
gratifyingly small differences between federal and State wages and defended
his three-child household against the criticisms of Heydon and Edmunds.
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Powers, in the Storemen and Packers’ case of 1916 (10 CAR 629), rejected an
employer proposal that he adopt the various State living wages rather than
impose a higher basic wage commensurate with the movement of prices.
The issue, he said, had been discussed so thoroughly by Higgins in the Mear
Workers’ case that he did not need to deal with it in detail. He noted that the
New South Wales Court provided for only two children (p. 642). Moreover, he
referred to Jethro Brown’s suggestion that even the living wage-earner should
exercise ‘abnormal economy’ in time of war. ‘In this Court’, he said, ‘we do not
feel justified in forcing abnormal economy on the unskilled worker’ (p. 642).

Powers continued:

It is my duty as deputy president of this Court ... to adopt so far as I
can the principles laid down from time to time by this Court, instead of
causing unrest and confusion by following judgments of other Courts
based on different principles. It is easy for me to do so because, if equally
free to adopt any one of the three principles on which the living wage
was fixed (a) by this Court, (b) by the New South Wales Court, or (c)
by the South Australian Court, I would adopt the one laid down by this
Court in 1907 and since followed. (p. 644)

Powers, in 1917, referred to differences in minimum wages as an

additional ground for the appointment of an inquiry into the basis wage:

The Industrial Courts in Victoria, New South Wales, South Australia,
and Western Australia award less for a labourer’s wage than this Court
does, while the Industrial Court in Queensland—where the Statistician
shows the cost of living is less than in New South Wales or Victoria
in the latter part of 1916—awarded, in some cases, higher rates to
labourers than this Court awarded in 1916 to employees in New South
Wales and Victoria as a labourer’s wage. The Queensland Court by a
late Act cannot fix less than a reasonable wage for a man, his wife, and
three children. ... [The] result of an inquiry such as is suggested should
enable all the Courts to have a common basis on which uniform awards
would be possible. The position caused by the divergent views expressed
by the Commonwealth and State Courts as to a basic wage ... is not

in the public interest, nor in the interests of industrial peace. ... The
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difficulty might, I think, be met to some extent by a conference of the
presidents of the Commonwealth and the State Industrial Courts to
see if some common basis could be found upon which awards could be
made pending the inquiry mentioned. (Engine-Drivers’ and Firemen'’s
case 11 CAR 197, 218-219)

Powers wrote to like effect in the Public Service case of 1918 (12 CAR 531,
543-544).

Higgins, in the Gas Employees’ case of 1919, returned to the question of

family size and his disagreement with Heydon:

It is enough for my present purpose to say that I still follow the general
practice of sociological inquirers of looking for the expenditure of a
labourer’s home of ‘about five persons’; whereas Mr Justice Heydon
looks for the expenditure of a house of four persons two children. The
statistical returns which the learned Judge used were not limited to the
wage-earning classes or to definite ages; and yet it is well known that the
proportion of dependent children in the wage-earning classes is greater
than in the middle classes. Since my decision in the Butchers’ case there
has appeared a book written by Mr Seebohm Rowntree, “The Human
Needs of Labour’; and his investigation has confirmed me in my view.
The families were all the families of a// classes, in the city of York, where
the mother was between 40 and 45. All children over fourteen were
ignored. Mr Rowntree finds finally ‘that if we were to base minimum
wages on the human needs of families with less than three children, 80
per cent of the children of fathers receiving the bare minimum wage
would for a shorter or longer period be inadequately provided for, and
72 per cent of them would be in this condition for five years or more.’
He even recommends a scheme whereby the State should supplement
the minimum in the case of larger families. But, as between employer
and employee, I do not put on the employer any obligation to pay a
basic wage calculated on more than three dependent children. (13 CAR
437, 458)

In December 1919, in the AWU case (13 CAR 823), Higgins attempted

a more detailed critique of the Board of Trade’s decision. It went essentially
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to two issues—the implicit allowance for clothing and miscellaneous items,
and family size. We need not follow Higgins in revisiting the latter. As to the
former, the Board’s discussion had some resonance with that of Powers in the
1918 Public Service case. Using the Statistician’s index as a measure of the
rate of increase of all prices entailed the assumption that, taken together, the
excluded components of expenditure—clothing and miscellaneous—moved
at the same proportional rate as the included items. The Board thought that
it had evidence that the excluded items had in fact risen substantially more.
Hence, a wage that reflected only the rate of increase of food, groceries, and
rent would provide for a diminished level of overall consumption. It increased
the living wage by 3s in recognition of the increased cost of fuel and light and

14s for clothing “The Commonwealth Statistician’, said Higgins

for various sound reasons which he has repeatedly stated, has treated
food groceries and house rent as giving the best practical test of the
variations in the purchasing power of money generally. The demand for
food and shelter is universally continuous, always urgent; the demand
for clothing is of a very different character. There is a marked difference
between casual expenditure and constant. Taking food groceries and
house rent as constituting about 60 per cent of the worker’s expenditure,
it may fairly be assumed, until the contrary be shown, that for the
remaining 40 per cent the value of the shilling has fallen to an equivalent
degree; but if we lift clothing out of the ‘miscellaneous’, we should make
sure that the other ‘miscellaneous’ expenses, of the same casual, unstable
character—such as on furniture and pots and cups, medical attendance,
etc—have been similarly examined, and for the same period, on the
same basis. (p. 840)

A reading of Higgins' decision leaves an impression of resentment of any
other wage-setter who seemed to be ‘taking the lead’ in the development of
principles and policy. That impression is not allayed by his assurance that,
notwithstanding his criticisms, he held ‘in genuine respect the great efforts
which the Board has made, and the light which it has focused on one of the

most difficult problems presented to our industrial tribunals’ (p. 843).
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3.5 SUMMARY: THE BASIC WAGE FROM 1907 1O 1919

The idea of a living wage, appropriate for the unskilled male labourer, was a
key component of wage prescription in these formative years of arbitration.
In one way or another, the tribunals came to treat the living wage as the
foundation amount of award wages. But there were various unresolved issues.
These were the product of a range of factors: reliance on lawyers who lacked
experience and training in broader social science; the rudimentary state of
statistics; techniques of wage-setting that were ill-adapted to rapid change
in the economic and social environment; lack of coordination between the

various tribunals; war; and inflation. Foremost among the issues were:

* the definition of the standard of adequacy;

* the elasticity of that standard in times of economic change;

* the nature of the family unit for which the living wage was
intended to provide;

* the measurement of price changes; and

* the method of adjustment for changing prices.

These were the essential questions confronted by the Piddington

Commission.

3.6 THE PIDDINGTON CHALLENGE

3.6.1 Background to the inquiry*

Powers and Higgins, as we have seen, had since 1916 been advocating an
inquiry into the basic wage. Their statements were generally vague about its
subject matter. It would, in fact, be a mistake to see them as the major reason
for the appointment of a Royal Commission, for there is no evidence that the
federal government took notice of them. Much greater importance attaches to
the industrial and political circumstances of the later war years, and the first
year of peace, and the Arbitration Court’s failure in practice to maintain the

basic wage at even the Harvester standard. Worker discontent with the reduced

2 In writing this subsection, I have drawn freely on Graham (1995) and Whillier (1977).
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purchasing power of the wage was certainly a factor in the thinking of Prime

Minister Hughes.

The years 1917-19 were turbulent. Early consensus about the war had
eroded and the issue of conscription was especially divisive. An important
by-product was the splitting of the Labor Party, with one segment, led by
W M Hughes, entering into a National Government and the remainder going
into Opposition. Great bitterness surrounded the shattering of political Labor.
Industrial discontent was evident in a higher incidence of time lost through
strikes, relative to the size of the labour force, than at any other stage of the 20
century. There was a decline in support for arbitration, and left-wing union
leaders denounced Higgins (Whillier 1977, p. 10). Undoubtedly, ideology
played an important part, with the Industrial Workers of the World (IWW)
encouraging union militancy. If the I'WW’s influence was diminishing by the
end of the war, the events of 1917 in Russia maintained a fear of industrial
disorder in other countries, including Australia. Although these extraneous
forces were widely seen as causes of the strikes, there was also a measure of
acceptance of the fertile ground’ thesis: that the readiness of workers to be
led into militant action was due significantly to real grievances, especially

inadequacy of wages.”!

Hughes, with his union and Labor background, sympathised with
this interpretation of events. And he was anxious to do what he might to
reduce strikes. (This brought him into headlong conflict with Higgins, who
saw Hughes' methods, including the making of concessions to strikers and
the establishment of special tribunals, as disruptive of the Arbitration Court’s
orderly approach.) He lent a sympathetic ear to a union delegation that waited
on him shortly before the 1919 election—the first since the Labor ‘split’. The
delegation sought an inquiry into the basic wage. Hughes told them that the

Government had already considered the question and was prepared to appoint

21 A view endorsed by the New South Wales Board of Trade in its Living Wage Declaration
of 8 October 1919: *... interesting details were furnished of devices resorted to by housewives
to readjust their method of living to higher costs, and anyone engaged in investigations of
this kind is forced to the conclusion that the constant increase in the cost of commodities has
become the most prolific source of industrial ferment’ (Board of Trade (NSW) 1921, p. 33).



120 Australian Wage Policy

W M Hughes

an inquiry. It would be constituted of employer and employee representatives,
who would choose their own chairman (Whillier 1977, pp. 26-27). It is
possible that Hughes, recently returned from the Peace Conference, was
influenced by the support for joint consultation prevalent in the United
Kingdom under the banner of Whitleyism. Not only did he promise an
inquiry; he also told the delegation: ‘T am asking for power to deal with all
industrial matters and this minimum wage, once we get it, will apply to all
wage-board people and to everybody else. They will all have to come under it’
(Whillier 1977, p. 28). Here he foreshadowed the ‘Powers Referendum’ that
was held concurrently with the election of 13 December 1919. This, if it had
succeeded, would have given the Commonwealth a general power to regulate

the terms of employment.*

In his policy speech of 30 October 1919, Hughes said that ‘the cause of

much of the industrial unrest, which is like fuel to the fires of Bolshevism and

22

The referendum was neither supported nor opposed by the Labor Opposition. It failed
narrowly.



Keith Hancock 121

direct action, arises with the real wages of the worker’. The Government was

appointing a Royal Commission:

The Commission will be fully clothed with power to ascertain what is
a fair basic wage and how much the purchasing power of the sovereign
has been depreciated during the war; also how the basic wage may be
adjusted to the present purchasing power of the sovereign, and the best
means when once so adjusted of automatically adjusting itself to the
rise and fall of the sovereign. The Government will at the earliest date
create effective machinery to give effect to these principles. ... The
fundamental question of the basic wage having been thus satisfactorily—
because permanently—settled, there remain other causes of industrial

unrest which must be dealt with ... (Royal Commission 1920, pp. 7-8)

If there was no explicit promise to adopt the Royal Commission’s

findings and recommendations, such a commitment was surely implied.

Hughes had, no doubt, a political purpose. But his view about the need
for action to alleviate the grievances that contributed to industrial discontent
was strongly held. In January 1920 he received an employer delegation which
sought (unsuccessfully) changes in the letters patent of the Royal Commission.
According to the record of that meeting, which Whillier has extracted from
the archives, Hughes said:

Class hatred is not a complaint without a root, nor did it spring up in
a night. It is a deep-seated disease, and it had its roots in the injustices
suffered by the workers in the days that are gone, and we are now reaping
where those who went before us have sown. ... My experience of unions
is this, that the great bulk of the men, if you take them by and large, are
free from this bitter class consciousness. Unfortunately men have been
from the beginning of time led by the few who have got their minds
made up. The great bulk of our fellow-citizens are law-abiding, peaceful
and genial people, and of course the great mass of our fellow-citizens
[are also], like all of us, credulous, and likely to be beguiled by alluring
statements, lying statements, propaganda which has for its objective

overturning the state and the existing condition of things. If we are
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to combat their propaganda, and prevent the great mass of the people
acknowledging these men as their leaders, we must find something to
put in its place. It was for that reason I put the basic wage proposition
forward ... [It] was an attempt to remove one of the most prolific causes
of industrial unrest ... The standard by which this effort to get industrial
peace is tried is not what it will cost, but what it will do. If it won’t do
anything, it is dear at any price. If it will do what we want it to do, it

won't matter what it costs. (Whillier 1977, pp. 40—41)
3.6.2 The Royal Commission

The letters patent of the Royal Commission on the Basic Wage were proclaimed

in December 1919, soon after the election. The Commission was to report on:

1. The actual cost of living at the present time, according to
reasonable standards of comfort, including all matters
comprised in the ordinary expenditure of a household, for a
man with a wife, and three children under fourteen years of
age, and the several items and amounts which make up that
cost.

2. The actual corresponding cost of living during each of the last
five years.

3. How the basic wage may be automatically adjusted to the rise
and fall from time to time of the purchasing power of the

sovereign. (Royal Commission 1920, p. 1)

The Government appointed equal numbers of employer and employee
representatives, who in turn agreed on the Chairman. The employer members
were E E Keep of Melbourne, appointed on the nomination of the Central
Council of Employers of Australia; ] A Harper from Adelaide, President of
the Associated Chambers of Manufactures of Australia; and G M Allard from
Sydney, nominated by the Associated Chamber of Commerce of Australia.
Harper resigned in February 1920 and was replaced by G D Gilfillan. The
three employee members, elected by the Conference of Federated Unions,

were: H C Gibson (Federated Engine-Drivers and Firemens™ Association); R
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Cheney (Federated Carters and Drivers’ Industrial Union); and T C Maher
(Commonwealth Public Service Clerical Association). The agreed Chairman
was A B Piddington KC (then Chairman of the Interstate Commission).*
J T Sutcliffe, officer in charge of the Labour and Industrial Branch of the
Commonwealth Statistician’s Office, was appointed Statistician and Secretary
(Whillier 1977, p. 49). He probably deserved much of the credit for the

thoroughness and sophistication of the Royal Commission’s work.

The Commission held 184 meetings, including 115 public hearings.
There were nearly 800 witnesses; and the Commission received 580 statistical
reports and other exhibits. Having completed its public inquiry in September
1920, it submitted its report to the Governor-General on Saturday 20
November 1920 (Whillier 1977, pp. 36 and 56).*

3.6.3 Constructing a standard

The Commission began by rejecting the Harvester standard; for although
Harvester had laid down a requirement that the minimum wage be sufficient
to meet the cost of living, ‘the decision in the case was given without the
cost of living having been ascertained by evidence except to a partial extent’.
The context suggests that the Commission’s review of Harvester was confined
to a reading of the decision, from which inferences were drawn—and
guesses made—about the evidence provided to Higgins. That some of these
were wrong was probably due in part to statements made over the years by
Higgins—statements that gave a misleading impression of the depth of his
inquiry. “With regard to food and groceries’, it said, ‘there was presumably

evidence from the nine housewives examined that the amount of £1 5s 5d

#  Piddington had in 1913 been appointed to the High Court, but before he sat he resigned
in response to criticism of the appointment from the Bar. Later in 1913, he was appointed
Chairman of the newly formed Inter-State Commission. The appointment was for seven
years. During Piddington’s term, the Commission was much exercised in determining criteria
for protection, and Piddington was seen to give much weight to labour standards. The
Commission itself was emasculated by a High Court decision that denied it the authority to
exercise judicial power (Graham 1995, pp. 52-53 and Chapter 5).

A supplementary report (Royal Commission 1921) was tendered on 2 April 1921.
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... did afford a sufficient supply of food.”” (Royal Commission 1920, p. 10).
There was no such evidence from either the three housewives or the eight
husbands. The Royal Commission contrasted Higgins' allowance of 7s for
rent with a later finding of the Commonwealth Statistician that the rental
of a four-room house in Melbourne in 1907 was 8s 11d. It explained the
difference by supposing that Higgins’ four-room house was in Sunshine, rather
than Melbourne (p. 11). Nothing in the Harvester case evidence supports this
explanation. The key factor in the cost of housing was the inferior quality of

houses occupied by labourers and their families.

The Royal Commission was confronted with the issue of whether it
should identify a standard of comfort specific to low-paid wage-earners and
their families. The employer deputation to the Prime Minister, mentioned
above, sought an amendment of the letters patent to limit the inquiry to ‘the
humblest worker’. In the hearing, as the Commission records, A W Foster
(for the unions) suggested ‘that the Commission should not select any special
occupation, whether skilled or unskilled, and ascertain the cost of living of the
family of an employee in the occupation so selected, but should endeavour
to picture the “typical Australian man” and determine what is his “reasonable
standard of comfort™. On the other hand, Russell Martin, for the Employers’
Federation, contended ‘that the Commission should (as he put it) “first catch
its man” or in other words select a man in some definite calling, which, he
maintained, should be that of “an unskilled labourer” or “the humblest worker”
or the “lowest-paid employee” or “basic wage earner”, and ascertain for that
family the reasonable standard of comfort’ (Royal Commission 1920, p. 14).
Later in the inquiry, an employer representative said: ‘If we start with a man
on the lowest level, whoever he may be, it will be very easy for the Arbitration
Court, if our determination comes before it, to use that as a starting point and
decide how much to give above that amount, but if we are to take the average
Australian and start on an indefinite basis, then the Court would be in a

difficulty as to where to start and how much to work upwards or downwards.’

»  Higgins had specified £1 12s 5d as the amount required for food, groceries, and rent.

Seven shillings was the amount ascribed to rent.
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Piddington replied that this was a curious line of reasoning, for at no time
had the Court awarded a margin above the basic wage on the ground that one
worker required a higher standard of living than another (Whillier 1977, pp.
67-68).

The Commission’s stance was that the appropriate standard of comfort
was one appropriate to wage-earners, but not specifically low-paid ones. It
referred to ‘the pitfall of supposing that, because the humblest worker ought to
be paid the “actual cost of living according to reasonable standards of comfort”,
therefore that “actual cost of living according to reasonable standards of
comfort” must be ascertained by finding out what the humblest worker does
actually spend’.?® In the main, the Commission found, there was no difference
between skilled and unskilled workers in what was required for ‘reasonable

standards of comfort’:

It was not contended at any time during the inquiry that it makes a
difference to the amount necessary for a reasonable standard of comfort
under the section of rent or of Food or of Miscellaneous requirements
whether the employee is a skilled or an unskilled worker. Nor was an
attempt made to establish any distinction in the section of Clothing, as
far as the employee’s wife or his children are concerned. The only point,
therefore, in which a difference is arguable is as to the regimen of clothing
for the man. There is no decision to suggest to the Commission the
conclusion that the skilled labourer ought to have a different ‘reasonable
standard of comfort’ in respect of clothing than the unskilled. What

is more important than the absence of decisions is that there was no

% In the light of the Commission’s rejection of the notion that needs could be inferred from
actual expenditures, it is unclear why it sought evidence of actual household budgets. It did
so by distributing some 9000 forms on which respondents were to record expenditures over
a four-week period. This proved to be an unfruitful line of inquiry. Only 400 forms were
returned— result due, no doubt, to the exacting labour necessary to fill in a multitude of
details, every one of which is essential if safe inferences are to be drawn’. ‘An examination of the
returns’, said the Commission, ‘leaves no doubt that this method, though frequently adopted,
is not effective even to discover what is the general level of expenditure. And, of course, the
level of expenditure is not per se a criterion of the level of comfort’ (Royal Commission 1920,

p- 18).
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evidence before the Commission establishing such a difference as being
found to exist in actual fact. On the contrary, all the evidence showed
that, except for special occupational clothing, sensible wage-earners of

all occupations dress very much alike. (p. 17)

Thus the Commission saw its task as one of identifying consumption standards
‘not by reference to any one type or group of employees, but by reference
to the needs which are common to all employees, following the accepted
principle that there is a standard of living below which no employee should be
asked to live’. The needs of employees and their families had to be ascertained
by specific inquiry, uncontaminated by awareness of the wages actually being

paid.

How, then, did the Commission establish these needs? A family unit of
five was specified in the letters patent, and the Commissioners agreed that it
would contain a boy of 10%2, a girl of 7, and a boy of 3% (Royal Commission
1920, pp. 25-26).”” The Commissioners were able to refer to a Tentative
Budget Inquiry conducted in Washington DC in 1919 by Royal Meeker,
Commissioner of the Bureau of Labor Statistics, United States Department
of Labor. Meeker distinguished three standards of living: (1) the pauper or
poverty level; (2) the minimum of subsistence level; and (3) the minimum of
health and comfort level. He had adopted the last of these. “Your Excellency’s
Commissioners’, said the Royal Commission, ‘have pursued a similar aim
and sought to find the amount which will provide real but moderate comfort
in each section of this Inquiry’, adding that nothing less would meet the

expectations implicit in the letters patent.?®

¥ Corresponding to the agreed position of the unions and the employers, except for the

substitution of the younger boy for an infant.

2 Meeker’s description of this standard was as follows: “This represents a slightly higher level
than that of subsistence, providing not only for the material needs of food, shelter, and body
covering, but also for certain comforts, such as clothing sufficient for bodily comfort and to
maintain the wearer’s instinct of self-respect and decency, some insurance against the more
important misfortunes—death, disability, and fire—good education for the children, some
amusement, and some expenditures for self development’ (Royal Commission 1920, p. 17).
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3.6.4 Measuring needs

The Commission structured its analysis of necessary expenditures under the

obvious headings of housing, clothing, food, and miscellaneous.

In respect of rent, the Commission noted that at the time of the 1911
census the capital cities and suburbs contained 116,308 owner-occupied houses
and 202,135 rented houses. The former, it said, would include the houses of the
well-to-do and those in the course of rent purchase. The Commission would
not modify its treatment of rent to take into account owner occupation (Royal
Commission 1920, pp. 21-22). A critical issue was the assumption to be made
about the number of rooms—four or five. In Harvester, the Commission said,
Higgins had adopted a standard of four rooms. (The Harvester decision, in
fact, is silent on the issue; but the evidence was that houses were generally of

three or four rooms.) The requirement of at least five

appeared so clear to the Commission that, at a certain stage, the
Commission having got the impression that the point would not be
disputed, announced its intention of confining the evidence for the
future to houses of that size. In deference, however, to the protest of
Mr Ferguson [for the Victorian Employers’ Federation], the matter
was reopened. The only consequence was a loss of time in collecting
evidence as to smaller houses, while not one witness—either house
agent or medical authority or architect—was found to maintain that
a four-roomed house was a proper standard for the typical family.
The Commission had learnt from an officer of the Commonwealth
Statistician’s Department that in 75% of the cases, of a family of three
children under fourteen, two would be of one sex, and the third of
the opposite sex. This necessitates two bedrooms at least, apart from
that of the husband and wife, and, as the kitchen is always counted as
a room, the four-roomed house leaves the worker without any other

sitting room or social room than the kitchen. (p. 20)
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Ferguson argued that many families did live in four-roomed houses because
of the shortage of houses; and employers should not have to provide money
for housing that was not obtainable. The Commission’s answer was that ‘the
amount over and above their actual rent while living in four-roomed houses
may fairly be regarded as enabling [families] to obtain other comforts as a
balance or compensation for the deficiency in their housing accommodation

forced upon them by existing circumstances’ (p. 22).

A secondary issue to that of room numbers was amenities. ‘Accepting
current standards’, the Commission said, ‘no house for the typical family can
be considered to comply with that family’s requirements unless it has the three
elementary household conveniences of bath, fixed copper, and fixed tubs’
(p. 20).”

The standard of adequacy for clothing was elusive, but the Commission

relied heavily on the evidence of consumers:

In no branch of the inquiry was more ample evidence adduced by both
parties, and in no branch was the value of popular participation in
the investigation more clearly shown, than with regard to Clothing.
Only by such means was it possible to arrive at clear determinations
of a matter involving so many complicated considerations, as does the
question of the amount necessary to provide a reasonable standard of
comfort in dress. ... A number of housewives and some working men
gave evidence as to the amount spent in the home upon Clothing and
the requirements of the various members of the family. The general
trend of such evidence was that at present prices and with present
wages, families of the typical size or larger, have gone short of necessary
clothing or lived to some extent upon what they already had, without
being able to make necessary replacements. There can be no doubt,
either, that since 1914, the standard of clothing enjoyed by families has
been lowered, or that the evidence visible every day in the streets of a

higher standard of dress than that obtaining before the war is confined

# The Commission said: ‘In some of the capitals the copper and the tubs frequently belong

to the tenants, and are movable; the houses being, in this respect, below the standard which
should be observed in Australia.’
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to employees of either sex who have benefited by the increase of wages,
based on a typical family’s requirements, without having the liabilities
of such a family. ... The findings of the Commission as to Clothing will
remedy whatever is well-grounded in such complaints coming from the

typical family. (pp. 26-27)

The Commission reduced its allowance for clothing, having regard to
the opportunities for economy that existed by taking advantage of sales (3 per
cent) and by making down clothes at home (5 per cent) (p. 32). In relation to
the latter, it said:

the Commission declined to adopt the argument that all clothing
should be obtained upon a ready-made footing ... It was thought by the
Commission that savings by cutting-down, etc, are an admirable form
of thrift, and that the work involved is not in itself the most laborious
of a housewife’s duties. Indeed, it is far from distasteful, as appealing to

the exercise of skill and an age-long feminine art. (p. 47)
Food lent itself to a more sophisticated treatment:
The prime conditions in the provision of a family’s food are—

First—that it shall be sufficient in food values, expressed in
Calories, to provide warmth and energy, to renew tissue so as to
maintain the weight of the body, and to satisfy the requirements

of growing and developing children.

Second—that it shall contain a proper proportion of the three
main constituents of food, viz., Proteins, which produce new
growth or replace tissue lost, Fats and Carbohydrates to supply

energy.

Third—the supply must permit of a sufficient variety of food for

the preparation of palatable and digestible meals.

Fourth—the varieties of food must conform generally to the

habits of the community. (p. 34)

The first two of these criteria were the subject of scientific evidence,

both oral and written. The Commission adopted 3500 calories as the standard
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for a working man (and was scathing in its criticism of Professor Osborne of
Melbourne University, a union witness, who advocated a much higher intake).
Recognising that calorific requirements varied with the work performed, the
Commission opted for a man doing moderate muscular work. The assumed
family of five was equated, for its food needs, with 3.3 man-units (pp. 36—41;
85-87).

In relation to the composition of the food budget, the Commission
noted a substantial fall since 1914 in the consumptio