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Ladies and Gentlemen,

At the outset lot me congratulate you on the timeliness and
relovance of the theme for your national forum: Chew
Directions in Industrial Relations.® '

-1 will rcturn to this subject a little later because our
industcial relations sietem and its participants certainly
have a ucjor role to play in robuilding the base for
Austrelic®s national prosperity.

But firgt let me observe that, in preparing for this
Addross, I was struck with & certain sense of deja wvu.

wWhen I addressed the HTIA Annual Dinner some three yéars
ago, industrial relations and wages policy alco formed an
impomtant part of my address.

The issuc then was how best to resurrect Australia from the
malaise of 1982-83 and how to achieve wages outcomes and an
indusctrial climate which would naximise the strength and
length of Australlia’s economic recovery.

The National Wage Case of 1983 had just concluded and
workers had been called upon to accept restraint in income

claims 03 part of a national strategy of rtconstructlon and
recovery.

Many doubted that the Accord-based approach then proposed
would prevail becauge it required unprecedented wage °
restraint for a time of expected strong economic growth.

Even & few unionists were h-carad +- expL2:.5 some qualms about
what had been proposed. .

But the record shows clearly that the doubters were proved .
wrong.
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Workers hovo been prepared to make the neccassary sacrifices
in the rpetional intorest - which, of course, they rightly
perceive tec mean the long-term interests of sll curreat and
potential workers. - ' '

Those early months in the life of this Government were
undoubtedly difficult and uncortein. But the Government
provided thc leadership, and the community responded in a
wvay which preduced such guccecs that our country - and our
economic policy - earnod plaudits from all ovor the world.
That succcos especially teook forn in 650,000 2059; economic
growth averoging 4-5 per cent a ¥oat: and until the
depreciation boginning early im 1935, dacelerating
inflation, e :

Today we cgain foco difficult cconomic times. But in some

senses the rosponses required this tire are far roro
fundamental . : ~

Three yeais age there wero two dexminant gtreans to our
occononic policy. This remains true also today.

One enmphacis was on the traditional tagks of macro-e¢conoaic
policy to manage domestic damand and costs. The imuediate
tagks were oimply to kickstart the economy at & time of weak
private sector donand and to haul back inflation.

But just as importent was the nsed to redress a number of
fundaasntcl woalkneoces in the domostic economg which, if not
corrected, wsuld have underminsd the sustainability of
rocovery in Cho longor term.

Those inecludcd che then imbalaonce betweon wages and profits,

our uncexmpotitivengss, high inflation and an oxcegsive
ficcal defuiclt.

In all cascc we ara now far Detter placed, a5 a nation, to
enjoy sustainecd strong grovth in Io s and output, if only we

are preparcd to take the opportunities of today’'s very
different cccnomic circumstances.

The second cmphasis in 1¢83 was more specifically oriented
towards the longer term.

The premise of our policy stance then was that Australia had
clearly shown itself to be less flexible, less responsive
and less adaptable in & world of rapid change than many of
our regional neighbours.. Many ef our neighbours had once
been econorically backward but over many years they have
progressively outpointed Australia in world markets and
reaped the rowards in faster growth of ):-ing standards.

Accordingly, the new Labor Governyent laid down & cweeping
agenda for ccononic reform. .
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That agends hos ombraced ovory facet of our ecomoamic
structure {ncluding: :

. Theo oducotion sycten;
. Our meot pretcctod and least cfficient industriea;

. Inductrial rogearch and dovoloprent;

. A nunbor of seviews, now undorway, of the ¢ronsport
soctor;

. The financial gector;

. The publlie sector;

. Tho tosation system;

. roreica iavestnent policy:

. Gonorcl businecs regulation; oad

. Extonoion gscrvices to industcy and new npproachou to
proacte exporie.

In cach case we have sought to promote innovation and refora
in consultation with the parties affocted. .

Three ycoars ago, including to this audience, I gpelt out the
high pKQurity which this Gsvernment placed on the creation :
of arn efficlent, highly conpatitive manufacturing sector.

My mescage then was that the sector’s increased
competitivenecs would depend on high levels of invastmont.
the application of new tachmnology to p:oduction processes,
and an increasing cxport orientation.

And it ic very pleasing to be able to say that this
Association in particular hags shown a willingness to address
these igsues sqQuarely and to adopt positions which recognise
the renlity of the changing international market place.

This Association’s contribution to the recent decbate on
these iccues has been consistent and constructivoe -~ and has
placec¢ special emphasis on the need to become outward
looking and competitive.

When I pot with representatives of the MTIA National Tasgk
Force on industry competitiveness on 19 September 1986, 1
found the approach of both the Task Forre and {ts Report to

‘the Fcderal Government on the current ™ .'e of Australia's

Manufacturing Industry more refreshing than probably any
meeting I had been involved in with business since coming to
office.

The Task Force's work recognises the need for changes within
this industry, the need for all sections of the industry to
work together to bring these changes sbout, and the need to
act now.

-
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The urgensy with which thic teck needs to be addressed flows
from tiiec charp detorioration in the prices which we have
been recciving for our treditionel conzmodities based
exports.

At current prices our incemo hao been offectﬁvoly reduced by
$6 billicn a yoar.

Australlo has beoon borrowing abroad in am attempt to
maintain living standardc at lovels more consictcnt with our
previous cevolg of incomas.

But we cannot indefinitely borrow on this scalo. The: future
prospecity of Australia will depend on how well we set about -
trading our way out of our current difficulties and sustain
our living staadards from incroased effort zather than
increascd borrowings.

There 45 no gquestion that our traditional exporters will
renmain tie deminant catnars of Loreign exchange for
dustralis for decadas to ¢one.

and, of courpe, that 48 how it should be. These are the
arcas walch enable Australia to capitalise most on our
natural cévantages of climate and resource endowmsnt.

But thero i5 alco no question that there is now both a vital
need and tho corzecponding opportunit{ for the manufacturing
sector Co play & very much greater role than in tho past. -

The sioplo fact is that the epproximately 30 por cent real
depreciantion of the currency since end 1984 has provided
Australia nanufacturere with a once-in-a lifetime
opportunity. And thore is abundant ovidence that
manufacturers - and our servico sactor - appreciate that
fact and are noving to take advantage of it

But what seems lest well undorstood is that we cannot sinply
rely on dcpreciation alone.

We simply cannot expect to scecure those extta markots
permanenLly without sustained effort.

The window of opportunity opened up by the depreciation will
close, in time, unless first, we act now to increase
productivity permanently and unless, second, we consistently
achieve wage outcomes less than or close to those of our
competitors.

The industrial relations system has a crncial tole to play
in both cases.

One of the fascinating features of Australian industrial
life io our abiding fascination with the workings of this
quite complex - some say unwieldy - machinery.

But what particularly strikos me after some 30 K..r. close

involvement ie how flexible and how adaptablo the systea has
proved to be. .
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You will cecall that in 1903 tho Governmont establisched the
Hancock Committee to conduct the first congrehonsivo teviev
of our industrial relations Bystow Ognco the incepticn of
the Predoznl system in 1904. b

The Comniiteo rejectod raodical change. Instead ¢
reconncndod some cvolutionary changeg to improve the
offectivoneos of tho Pedoral fribunel, noting: °Tho scystems
has prcved to ba dureble end {o dqeply ontrencbcd in t .
soclioty”.

Let ne odd, in passing, that tho Govermnment hoo boen ongaged
in extcnscive consultationz on possible reformes with the key

participents in industrial relations - especitily undsr the ..
auspicer of tho National Labour COnlultat ve Couwneldld.

FThe CGovernnent is giving high priority to the intczoduction
of the logiclaotion which will give effect to our gxofottod
changos. But it {e unlikolg that the revised legiplation
will bo £inalisod wntid eocrly 4a the Nov VYoar. . '

The changes that the Gevornment will 1ntroduco wil) build on
the alccody large slcomgnt of iloutbtlity in the pzosent :
systen. .

‘Lodies cnd gentlenon, thic present degreo of Llexibility ls
a poin% not well appreciated, ecpecially by thoce of the New
Right who want not veform, but oaqsculctacn e@ the 9:050nt
systen. . .

Change of thot i1k would projeet us iato unknown watecs,
The mest likely ocutcome weuld be the sort of disruption and
anarchy that provailed following the collapcn of the
indcxotion system im 1981,

1 belicve that suppeortors of such a departurc show a
fundamental lack of imagination - they sinmply lack the
imaginction to exploit tho cono&dorablo possibihitioa
offerod by our present aystoen.

However, that is not a failure common to the broad range of
those nost closely associated with the current systemn.

The system adapted to work for Australia in a novel wvay over
the pcriod 1983-86. Provided we can re-establisgh the
necescary perceptions 6f mutual interest and common purposs
betwecn the major participants, the systenm can once more
adapt to the new circunstances of today. .

The higtoric meeting lact month between the peak union and
business groups concerning work and monaement practices is
one clear indication that those very necessary
pre-conditions are being fulfilled.

The jcint communique iecucd after the meeting showed how
much common ground there is batween the major participants.
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Inportantly the participants made Elaln their insight that
workers and managecont meod to work together acrocs ‘a broad
front if wc are to lift our productivity appropriately.

The Comnunique idontifies a number of areas for action to
1ift produectivity dncluding:

. Reforn of worhk ond nancgenent proctices;

. Highor lovels ef {iavootmont; and

. Ioproved traiming end cetralining.

Govornnent can ealy do &0 nuch in any of these areas.

We havc c¢zaocted en environnent conducive to the necessary
changes &1, to the extent that Budgetary circumstances
allow, wo have previded cubstantial direct support for
invostnoont ond tealiaing.

This inclulos gencorous gonordl tax incontives to promote
invegtnent guch as "5/3 Deprociation® and specific measures,
particulesiy in ¢tho econtoxt of tha highl{ succecsful
industry plans. The $60n lieavy Enginecering Packoge ~ which.
couplos diroct budgot subvontions with measuro to promote
incroaced mroductivity - is but the latest exaople.

The CGovarazont {8 prepared to look closely at what more can
be done in Chis area. But it is important to recognise that
any changcs would mood to bo compatible with our gensral
budgot stzotogy.

We did not congtruct & Budget $§1.3 billion less than NTIA'Q
mecommﬂnd<t ion without good rcason. National figcal
restrajat i eceentiol to bringing Australia’ 8 sponﬁing into
line with our now lower national income.

Fundamentoaiasy, howsver, action in thege areas ronts with the
private scctor.

Workers anc managements working together are unquestionably
the best placced to carry through the kinds of work place
feform necdcd o Cut costs, improve our reliability as a
supplicr and ensure sustained high quality.

Workers and nanagemant working together can build on the
general ccononmic climate to provide the kind of secure work
placc environment nocessary to promote high levels of
investment cnd job gecurity.

‘I acknowlcaye the MTIA is one Associatiwe which has these
matters clearly at the fore-front of its agenda. Your
Association is to be congratulated on that score. But with
world trading conditions so0 &dverse, the time has come to

acceleratc the pace at which the action takes place in
practice.
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I acknowledge, too, that manufacturing investment has
recovered charply over tho last two years from tho
debilitating trough of 1902-83. DBut wo need to go nuch
further. ~

our inability to rotain cur morket share over the past 20
years ic cloar ovidonco that ethee countries aro woll ahead
of us in the pacrkat place. -

We neced coctolnly to target our offort on those niches in
the market whoro we can exploit an advantoge. But cur
cconomy 13 so intercolated that w¢ neod also to lift our
performanco gonoxallx. Ofton ona firm’s high cost output is
another’c high cost input, to the detrinent of both ficms.

The quality of industrinl rolations within Cirms and
industrics is 14koly to hove & major impact on theco kindso
of deciciens.

Uncortainty about the industirial climate is likely o
translato into an uncertain outlook for productivit
improvecont ond investnent. But, increasingly, it Xn also
being reczognised that uwncortalinty asbout investment
performance and job cecurity can also create uncertainty in
the inductrial environnent. :

There cen be little doubt about the benefites of £reo and
honost eonmunication betweon all parties on these issues.
And that 1s simply anothor way of otating onc of the
fundamentald ptinc¥ los of thioc Govornment's agproash to
econonic zeform, which is that changes will always be more
readily achieved vhen the nced for change and the
consequonces of it are well undorstood.

0f course the most direct linkage between business costs and
industrial relations is wages setting,

1t is a credit to our industrial relations system and the
degrec of commitment of its participants to appropriate
outconas that real wages have fallen in tho lacst three
years. G2very other period of comparable economic growth in
recent history has been scsociated with significant real
wages incroacos,

That outccme was deliberately engineered, under the Accord,
in order to lay a firo baso for sustained growth in
employmant. :

By end 1984 the Accord had delivered virtually a halving of
our inflation rate to just over 5 per cent and good
‘prospects for continued moderation, in line with the
downward trend of our trading partners.

The downward movoment, however, has been temporarily .
arrested because of the charp increase in import prices in
the wake of the depreciation.
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Indeed the fced-through of the 10 per cent plus depreciation
of the riddle monthe of this year will be a major force
operating to keep our inflation rate in terms of the CPI
high for the rest of 1986. This phenonemon was anticipated
at the time of the Budget, which clearly foreceasts
moderaticon of inflation, beginning in 1987.

The esscntial point, however, is that if we want to preserve
our ncw fcund competitiveness beyond the immediate period
those higher import prices cannot be allowed to flow through
into highcr wago costs.

The Government {6 discussing proposals to this end with both
the ACTU and representatives of business. Those discussions
are still at a preliminary stage and many details are still
to be dectermined.

But therc can be no doubt about one thing. And that is that
the only changes which will be acceptable to the Government
and to tho communit¥ at large will be those which can
delivor appropriatoly restroined wages outcomes without
debilitating indugtrial conflict.

Again our chancos of success depend critically on the
cooperation and realism of the direct participants - and
their mcnberships.

Both parties must recognise the economic realities - and -
also the valuable role which a constructive approach to
industrial relations can play in satisfying those realities.

Ladies and Gentlemen

Australia faces a very difficult period of adjustment. More
than ever our efforts must focus on improving the capacity
of our traded goods sector, particularly manufacturing.

Your Asgociation hac demonstrated its ability to recognise
the changed environment within which we all must operate. I
congratulate you and express the unqualified conviction that
if all Australians and their relevant organisations
demonstrate the same attitude, this country can meet and
overcome the challenges before us.
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