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A___NEW __ PROPHET ear by (950"

A new prophet has arisen} John ¥. _Gu’ford. Frofegaor
of Economics at the University of Juesnsland has & scheme which
will enable all wage and salary earnsrs to doubls thelr real
income in thirty-ons years!

Now this mass-scale 'get rloh quiok' scheme ls something
indeed! Only adopt this and al)l your sons will live to see
their real standerd of living doudlsd without marrying the
boss's daughter}

¥o wonder the Frofessor feels jJjustified Im ochallenging -
"all Parliamsntarians, trade unionists (skilled and unskilled),
salaried erployees, including Minlsters, Judges and even
Governors” to examine his propositions and sccept his gift,

Gifford's new book “Wages, Inflation produstivity" has
s sub-title - "Adegquats adjustment of wages, margins, salaries
to inflation preductivity, prosperity”®,
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This book is a pecullar combination of correet and helpful

facts and theories, with insorrect and misleading ones,

The unwary resder therefore, 1s confronted with two dangers,
If he sees through the nonsense he is likely to jettison alsoe
much that is very useful., On the other hand, if he accepts what
make s sense, he may be lead unsuspectingly into swallowing a good
deal of nonsenss,

The scheme of this analysis therefore will first cutline
Gifford's sein 1deas, then deal with those of them which should
be accepted and finally deal with those which should be rejected,
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Papt I THE FROFESSOR'S IDEAS.
Spirsl Fallsoy

Professor Gifford makes a forthright attack on the Commone
wealth Congiliation and Arbitration Commission for adopting
falecious "wages-prices-spiral™ theory or what is sometimes
called "coat-inflation" theory,

As 8 result the Comuimsion has falled over & period of years
to do what the Frofessor regards as its baslio duty: that is,
to provide aystematic upward adjustzant of all ainimum wages and
salariss (both s to the basic wage portion and as to marginal
portion), so that the real inecome should not be reduced by
monetary inflation.

The profeasor says that it is impossible for the Commission
to emse inflation by incressing wages, because inflation has
nothing to do with the cost of wages or any othwer costs, It ia
dus to deliberate egonomic policy of Govermments, Therefore,
for fear of ocausing inflation, wege-fixing suthorities have
ac ted over-cautiously,

For the ssme reason ths Commliasion has fallen down on what
the Frofessor says 1s its second main duty; gradually advancing
all minimum wages and salaries in keeping with tnero_and
productivity, |

| He ascordingly recomsends thet the Commission should
imuediate ly adopt a poliey to correct the Injustice to all workers
who are pald strictly on awsrd rateg, and discusses how this
best can be done,
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Gifford, who considers that the 'C' geries retall price
index (sorrected to exclude rent) is the most satisfactory long-
tern guide for measuring retail prics movements, believes howsver,
that what he calls "goods rises in the price level"™, should be
excluded from consideration in effeocting increases to offget
monstary inflation. That is to say when shortages of goods
(say seascnal shortgfages of onions or potatoes) csusze an increase
in prices asgociated with the demand being greater than thw
supply, then this is not & factor in monstary inflation and does
not justify an increase in wages,

B and da £ oth 1 age

The Professor also sxsmines inoreases in productivity.
Agecording to him the inorease in the voluse of production per
person engaged for the perled 1938-39 to 1052-60 was 475 and
the inoreass in resl everage eannual wage earnings of male ang
female wage and salary esrners was also 47%., 3imilar statistios
from the United States cenfirm the Professor in the eonclusion
that - "the tendenoy of compstition in a free enterprise economy
is to make all incoxmes In such periods (of monetsry inflation)
rise in the long run by roughly the same percentage as production
per head,”

"Wage oarnings” are not to be confused with “wage rates®,
In Augtralia the Index is complled from pay-roll tax returns,
end consequently includes overtime, over-award payments, double-
jobs and wages snd salaries not enly of industrial end white-
collar workers (1.e. roughfly those covered by trade unions and
the various clerical, Sechniecal and professional assoclations),



wfo

but all those top exsoutives and junlor exscutives, who reocelve
a salary.

According to the Frofessor, under modern conditiens of
inflaticnary monetary policy, it {s insvitable that the toBal
mount of such incones inecrsases by the smme degres as does
produstivity, and this happens, over & sufficlently long period
with or without the help of trade unions or srbitration ecourts.

sonder
Iif this is the omse, one may wonder, &t this point, why

unions, ccurts, or even the Frofessor's formuls are necessary at
all, If increasss of mverags real "earnings” approximate average
ineressed produstinn per head, justice would geem $o de dcone.

The Professor explains the chief influence whioh unions and
wage-fixing suthorities have, apart from hastening the inevitadble
is so "tildy up the ragged lower edge of the wage structure” and
to give "the poor bargainers”™ amongst the wage esrners a fair
share, In Australie with so many employees of Governments and
gsenli-Covernmental bodles, which do uot pay above aware rates,
tos “regged lower edge" iz falrly large,

The wage adjustments which the Professer recom=mends favour
those on award rates. He proposes that no inereases should be
awarded those who now enjoy sbove-sward payments until such time
as the inocreased award rates catch up %o the above~sward payments,

Professor Gifford distingaishes two types of unemployment,
There is what he calls "recession or depression” unempldyment,
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It 1s not the purpose of his book to discuss this.
Nevertheless he has something to say about 1t which deserves
quotation 1~

“In the bad old days before governments learnt to
understand the effect of wometary policy in csusing and airing
depreassions, the only 1dea expressed as a cure for depression
unemployment was to reduce wages. This was all that business
men could think of: it was the only thing in their power, the
only thing in the power of wage-fixing authorities, It is now
recognised that, though thig does tend to increase employment
in the lemng run, it has very slow effects compared with the
ef feots of the stimulus which monetary expansion exercises on
the demard for goods and labour, Any well-informed government,
faced with depression or recession, would adopt a poliey of
monetary expansion., In this new envirmgont, wage-fixing
asuthorities will never have to undertake“general reduction of
minimum wages. Thelr only probloems are conscerned with how and |
when to inorease them, how often, how much , whether evenly or
unevenly, and whether in times of recession they should pause
for a while in ralsing minimum wages to give the demand for
labour time to increase sufficlently,’ (page 52) L4

Elgewhere he explains that there may be "occasionsl short
perlods of recession and recovery: In these periods unemployment
may rise to 3 or 4 or 5 per cent as a result of a cause distinot
from wage fixation, Susch receassion unemployment would happen
no matter which Basic Wags was set.” (page 79).

Wage-fixing asuthorities - “can rely on Governmenta adopting
anti-depression policles soon after a mild receasion starts and
can expect any rscession Lo be overcome in a year to sighteen
rmonths " (VMU\'L\

The other types of mqlewnt, Gifford calls "avoldable
unemployment® whieh can result from the Arbitrstion Commission
fixing minimum wages too high, If they should happen to do
this it is not a very serious matter and all the Commission has
to do according to the Professor, is to "mark time™ with upward
ad justment of wages until the unemployed are re-absorbed in a
very short time,

The formula consists of plcking & favourable economic perled
f.0, when all is §olng as well as it possibly can, and when real
wages are “"normal® or as high as they can be iIn a pertied of fuli
enployment,

The relationship of the basic wage in sueh a period te the
average wage earning; is caleculated, The basic wage and all
minimum wages, i.e. &ll margins, are then adjusted upwards in
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proportion as the average wage earnings increaze., There are

some proposals to streamline the ourve of the index for average
wage samings s0 that award wages would not be subject to sudden
and unexpectsd “bumps™, bdut would rise in a stesdy regular fashion.
But these detalls ere ginor matters eompared with the principle

of upward adjustment of all award ratss in keeping with average
earnings,

The Frofessor believes that adherence to this formula would
have the great advantage of simultanecusly cerrooung the wage
to compensate for monetary inflation each guarter end adding to
the wage each quarter a s=zall increase egquivalent to the steady
inerease in produection, It would ensure that wages kept pace
with industry's "capacity to pay”.

Ezperts.

The formuls 1s not to operate sutomatically, Unempleoyment
statisticas, and sultable retall prlee indexes .(eorrecud to
exclude "goods rises in the price level"™) should be intelligently
used to modify the wage resulting from the formula if neceasary,

Also the Commission may from time to time consider it exped-
fent to revise what 1= considered "normal”,

Naturally duch matters are best underatood by ecomomigts
and experss, and tts Professor clearly belleves that it 1as sueh
experts vhogse advice should gulde ths Comnission,

The Professor belleves that everyone with any knowledge
should have the right to make elither oral or written statementy
to tlw Commission, but by the same token he believes that mdst
trade unions would soon find it &f no value to be represented in

-~ )’ a B o I U K . & Y W Y
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fixing (e.g. separate Pederal, State hearings, separate basic
wage and margins hearings, ete.) procedures could be overcome,

He considers the Arbitration Commisslion is really a subordinste
legislative body of the Commonwealth Governmment,

The Professor expects 1t will tske three years to convines
all those in aﬁthoritj snd the Unions that his scheme should be
adopted,

Papt IIl: THEE FROFESSOR'S CORNxCT IDHAS

Governments Case Inflation

he Profesgsor 1s absclutely correct to demolish the erroneous
"wages-prices-spiral” theory or “eost-inflation™ theory.

The price of a commodity fluestuates according to supply and
demand around the wvalue of that commodity, and the value 1iga
determined by the smount of labour requlired to produce that commod-
1ty.

If there were just sufficient money to circulate all the
goods ard sgervices on the market, then prices of commoditles
would gradually come down beocause lmproved methods of production
would reduce the amcunt of labour required to produce a commodity,

Wages would then buy more, l.e. the real wage would
inoreanse,

But such a2 state of affairs would not suit big busineas
which alms to use inoreased productivity to {ncresse its profits
to the maximum. In sueh circumstances the employers would slmoat
coertalnly endeavour to reduce nominal wages.

To decrease nominal wages however In these modern days,

would create treomeundous political opposition, Such a direct and
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obvious disorimination against them would incense the Unions
and lead to tremendous industrial struggles.

Big buginess finds it bdetter politically to schieve the
same purpose of pegging or even reducing real wages by a system
of continual monetary iMfiflation, that is, to say, deliberately
ensuring that there 1s mors woney than regquired to clreulate
all commodities on the market,

It 1s wmore difficult for employses, on a union basis or any
othsr basis, to fight against gradually increasing prices caused
by inflation hecause it has a general effect, not almed at
particular industries or groups of employees. Inflstion can only
bs fought by unity of the whole movement of unioms and professional
assocliations.

Small business men and farmers suffer by the pollioy of
inflation too., Certalinly, some benaefit beomuse their mortgage re-
payments are paid with inflated ourrency. As against this, very
often they are saddled with fixed prices (e.g. Contrasct prices,
falling prices for agricultursl products or prices fixed by
markoting boards, eto.) but their costs are forced up by lnereased
prices of raw mater lals or machinery supplled by the big monopolies.

Inflation 1s the pollicy of the blg monopollies. It not only
suits them pelitically, tut 1t favours them econmmically because
they can and do increase their prices as fast or faster than the
rate of inflation, which they are enabled to do by their very
monopoly positi-n. In effect, therefore, inflation assists the
monopolies to maximise their profits at the expense both of the
industriqgl and whlte-gollar wege worker, and at the expense of

the farmer and suall business man,
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In Australls inflation also assists Federal Govermment revenue
because as nominal wages rise, however belatedly, limping behind
prices, the rate of taxsation ss fizxed by scale automatically
increases,

This facilitiates loans to big monopolles from Covernment-iow\rls
sourcea (the classic exsmple is G.M.H.) and provision of apscial
harbours, roads and reilways so that the monopolies are thus

o TR ET Ao pptiene Gy U0k AverRminsmnle g tmoniunie
3 “Whe whole process aecelerates the shifting of surplusvalue
wa¥h  greated by smaller tusinesses where there is loss meshanisation to
the big highly mechanised moneopolles. Inclidentally, because of
uniform taxation it also accelerates sutomatically the strengthening
of the Federal Covernment at the expense of State and muniocipal
finances which remain in & state of permanent seml-crisis.

Naturally 1t is not in the Interests of the monopolies that
the public should realise such facta. If they were generglly
understood, publie outery would sweep away any Goverrment whiech
dared to indulge in systematio monetsry Inflation,

There fore, the theory of “ecost-inflation” or “wage-prices
spiral®, 1.e. the theory that inflation is caused by the increase
in costs of production (and especially by wages), is a very
{mportant saokzsereen for the monopolies and the Governments
which carry out their poliey.

But 1t is an erroneous thecry, because monstary inflatlonalway

‘ A\
has been a matter whtzh:f%a Federal Governmen »Tﬁ g
always will be,

Professor Gifferd fails to show the inter-connection between
monopely poliey and Govermment-induced inflation. Monopoly 1a

pelitely omit ted, |
But his dasic theory on inflation 1s correct,



=10
"HONLST MONEY"

Profesgor Gifford says on page 13 ",,¢..any riss in the
sverace level of costs, which happens while the supply of the
artitles ia inereasing must be due to a monetary cause, to an
incresse in the maount of merey speat, end that any rise 1in the
general level of wages, whiéh happend during a time of increasing
enployment must also be due to the same monetary cause, Such
cost or wage rises should not be explained es cousesg of a rise
in the prlice level, but as e¢ffects of monetary infletion, part of

the rise in the price level caused by gonetary inflation (costs

being prices which are part of the general price level)."

At page 21: "Governments, at any time, tend to be inflation-
ist in policy heocause it males finance so much easier for tham,
They are belng encouraged, however, at the pregent moment, by
those "political" economiats who advocate a rapid rate eof csplital
deve lopment and think thet 1t can be helped dby gradual inflation,”

"sage theory seems to have been made the football of politics.
Wage increases have been used as an oxcusé® for continuing monetary
inflatlon on the cne hand, and, on the other, the argument that
monetary inflat lon would follow has been used as a justifiecstion
for refusing certain wege lnerecsses.,.”

rage Wi1".eefrom 1339 to the present.....there was a lerge
{norease in the total volume of goods produced in Australis,

This would have caused the price lsvel to fall, if (¢ had not been
for the effect &f the increase in money spent in increasing the
price level..e."

He then gives supporting statistics for perlod 1338/3Y to
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Fercentage rea
"C" Series Index 203%
nc® W sxcluding rent 245%
Hominal weskly wage rates 274%

Honey value of national
incons 6 04%

Average woskly bank
clearings 724

And finally, (8t page 52) after explalning that the
machinery of Inflation, 1.a. 8xpsnsion of bank loans permitted by
the Central Bank iwhioh 1s of course, dontrolled by the Govarnment)
ordeficit finanesing by the Gevernment ltself borrowing fron the
Reserve Banik, the iw fessor degserves full marks for the following:?

"The present writer does not think that an inflationary rise
in the prlee level is on the whole a good thing; he prefers and
advocates a pollicy of honest momy, with purchasing power
und iminishad by monetary inflation,®

CHILD ANDOWMIRT

An interesting 1llustration of the hypoeericy assoclated with
the adherents of th» fallaclous wages-spiral theory ls propagands
in relation to increased child-endowment,

Now 1f an "honest money" policy 1s to be followed, then
clearly child endowment payments as well aas wages, should be
{ noreased $o0 compensats for loss of purchasing powsr due to
iaflation,

The A.C.T.U., A.C.8.F.A,, the leabour rarty, the Communiat

Party snd the Democratic Lsbour isrty all advocate such increases.
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Gut the D.L.Y. spokesmen unlike the other bodies mentioned,
usuallyadvanoe inorease in child endownent as addemand insteaed of
wage lnoreases snd even attack the A.C,T.ii, andLabour Farty for
concentrating on wages instead of c¢hild endowment,

The reasons they advance ere instructicds. "wages”, they
argue, “are pert of the cost structure. Inocreased wages thesrefore,
causge Ilnflation, so the Unlons shouldn't press for wage lncreases.
But chlild endownent is not pert of the coat structure because it
is pald out of Government revenue, therefore increased endownent
will beneflt the famllyman without ceusfing inflation which will
t ake sway the bensfit,"

8o runs the argument, We havo salready dealt with the
argument thet increased wages cause inflation, They don't,

Hone tery 1:flation causes both prices and wages Lo rise,

But, to the Professor's oredit he alsv makeg mincemeat of the
D.L.P. theory that chlld endowment has, mysteriously, no sconomiec
effect,

He sayd "the impositinn of a pay-roll tax is = burden on
enployers simil r in effeet to & rise In wages and diminighes thelr
demand for labour and thelr capacity to pay wares, It would be
not unreasonable to regard the Commonwealth Fay-roll tax (£m55.2
in 19562-60) as largely paying for child endowment £m62.6 In 1959-60)
This was what Perlisment intended.”

"According to this way of thinking, child endowment would have
®een pald largely by wage earners who could have had higher
nimum and actusl wages but for the existence of child sndowment,”

P34)
Well sald, Profesaor!
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HUW MUCH?

It is one thing to may that wage-earnars have suffered
becaugse there has not been an "honest money" policy of corrscting
wages to oompensate for Government-caused inflation.

It 1s another thing to say just how much they have suffered.
This matter of measurement of inflation is very important indeed
to the wage-earner., A dlstortion in the retall prlce index can
result in a lower real wage.

r, what 1as more saerious, ig thst If the retas!l price index
has not suffielently reflected Inflationary price increases, wage-
sarners are loft without & proper gulde &» to what they are
Justified in claiming.

A distorted retall price index in other worda, osn p roduce
wege injustice In the name of justice,

To give the Frofessor full credit, he does not lightly dlsmigs
this problem, tut gives careful sxemination to some sspeots of i,

The result, 1s a damning indictzent of the powers-that-be
a lthough the Frofessor ls careful not toc say so too forthrightly,

The Frofessor poses the problem In this way; "Are wages
worth more than in 1938-39?" The snswer varies scoording to the
index used.

If the "C" Series index is used, the real value of the Basle
Wage (€ Capital olties) shows an increase of 10% esa t the end of
1960. The index of real average weekly wage rates shows an
increase of 19%,

But 1if rent is excluded from the "C" geries, the Commornmoalth

basic wage showg a decrosss of 2,641 as at the end of 1960 and
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real average weekly wege rates show an inorsase of mly 5.9%
over this perlod of 20 years.

Why this startling difference?

The traditionel pre-war cpiticism of the “C" Series index
by the Uni-ns was 1ts omlisslion from the regimen of certaln items
of ially consumption, e.g. fresh fruit. The secascnal character,
and rapgid price changes due to changing supply of such items made
them difficult, in the writer's opinlon, to be dealt with
abhtliatically,

The Profeasor does not mentlon such matters,

3ut he dnes deal with rent.

THE C03T OF SHAELTER

The RCW aariog7§§39 tc end of 1980 shows an Increase of 222%,
Thisg ilnerease hag besn ccrnzideratly affected downwnrds by the
inclusicn of rent-controlled houses in the reglmen as a result of
which rent ghows an increase of only 35% ln the same period.

Using cengus flgures of 1333 and 1354, the Frofessor estimates
that real runts rose in this period from 21/- o L£2,1¢4. 7. a
sinimum increase of 160%, and average homse-bullding costs in
Guesnsland by 330%. Averags price of shelter tharefore rose nol by
5% but somewhsere batween 150. to 330%, Certainly a remal of
£2.14, 7. in 1980 {3 fantastically low and as the P’rofessor says,
estate agents quote nim fromegid.lle =-o to L8, -. -, for rente
controlled ntouses snd more for uncontrcllsd houses,

The Profasaor concludes thsrefor: that the lncluslon of rent
from 1233 to 1380 seriously dlstorted the "C" series index, and

that a truer index of congumer retall prices ls obtained by
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deleting rent from the “C“ gserles., The result is an increase of
263% {nstead of 222{ fa the "C" serles.

In other words, the “C" geries (without rent) shows an
inerease over the “C" series (with rent) as the “rofessor says,
" a little over 3, times the pre-war level,instead of a little
over 3 times”". Aa a consequence, "ths usual calculations of
changes in real income are defective when made with the help of
the "C" series index including rent"-(page 4.9 At this point the
irrofesaor stops short.,

diowever, really startling implications ars there for all ¢o
draw,

i1t meana that Sthe coat-of-living adjustzment, %o the basiec
wage from 1958 to 1953 414 not properly reflect the rise in the
cost-of-living.

The distortion of the "C" series statistics on rent 'cheated'
wage and salary earners of the proper upward aljustment, snd the
degree of cheating increased prograssively fro: 1939 onwards, es
real rents and housing costs departed more end more from pegged
1333 rent levels reflected in the index,

It means that when the Arbitration court from time to tidm
mede a good name for itself by handing down & decision for a new
higher basic wage (as distinet from a cost-of-1living adjustment|

it was In effect only restoring cost-f-living losey due to faulty
gtatistios or mainly dolng this!

The total amount lost by the wage and salary earner and

\o
axount /from querter to quarter due to rent distortions in the “Cv

series would mako an interssting celesulation,
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This deception must have been kmown to the Government
Arbitration experts, w'o nevertholess, along witihh the courts
continued to advance spurlouw economic theories that it 1ls weges
that cause price Increases, If theory were not sufficlent, then
t he Professor's statistics should be, They show that the real
purchesing power of the Commonuweelth bagle wage ia Teces er, 1960
was 2.8% lower than the 1332 basic wege using the “C" serles
index, excluding rent, as the measuring stick for Iinereases of

ratall prices.

REW ToCairTion: POR CLDI

But what !g more dsmning still, is the abandonement of the
cost-of-living adjiunstments 1h 1953, the attern ted xkmami abandonment
of the "C" geries index in 1960 and 1ts replacement by the
Congumer Price Serles Iindex,

ie msoon as rent-control had been abandoned, and rents
previocusly eontrolded {which the "C™ series had been based on)
began &« rapid upward tread whioch ,when reflectsd in the "C* series,
would have at last glven lons-overdue recognitiion to real costs
of shelter, the cost-of-living system was dropped!

Worge still: The old deception in the "C" serleg, was
riplaced by a new deception relating $o housing in the new
Conswner Price Index. The statisticlan tried hard to quietly
$6 abandon this index last year, end employsrs and dally press
are doiny thelr utmost to "sell" the new modorn streamlined
Consumer Price Index in place of (they say) the sut-moded horse-
and-buggy "C" ~erlass index,

The professor reveals that the "welighting" glven to housiny
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in the Consumer Price index 1z only approximately 10% of the
total,

Be points out thet no one anywhers can get shelter for 10%
of the basic wage, s.g. the dasic wage for Brisbane et the end of
1960 was £12,18.,~,, ten per cent of this is only £1, 6, -, The
Professor protests mildly that - "£8/-d, was far below the
average at that time." !

"Far below” indeedl Very, very far below. The rrofesser
add}s mildly: "The smallness of the percentage weight given to the
housing element in the Consumer Price index would probably not
matter very much in normael times, but the recent past and the
near future are abnormal in that rents havs rocently been In s
prooess of being adjusted to the monetary inflation whieh has
taken place since 1538-39 and this procesa is continuing."

sxaotly! To uss stronger vords: The Consumer Price index
ccntinues the decepltion of ths real sxtent of the riae of shelter,

The "C" series 414 so by being based on specific houses
whioch were rént-controlled, At the point of history when rent
controls were liftsd, just when the "C" geries would haw begun %o
repidly make good this deflcloncy, 1t is replaced by the Consumep
rplee nded. This index 1s artfully conatructed so that rent-
inoresses for 1353 onwards are again distorted, this time by the
tecimigie of giving a very snall "welght® in tho index to housing}

No wunder, the enployera and the Federal CGovernment are
berracking for the Consumer Frlee indexl HNHo wonder the Professor

finds 1t an ungstisfactory index to use and prefers the "C" peries

(recdoulated by him, without rent)! Ko w.nder the Consumer Price
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index shows less of en increass than the "C" Serles index!
The Professor deserves full marks for his honsat and scientifle
treatment of the “C®" Series snd Gungumer Frice indexss in relation

to the housing element,

453 LeOI3LATIOR
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The Professor should also recelve full markas for his telling
characterisation of the Australian Arblitration system,

Gifford says that a basic wage x judgment s "merely a pisce
of legislation on the basle wage by & subordinate leglslative
body of the C mmonwealth Government "(F.vil)

The counception-that arbltraticn on wages is or can be of a
Judiclal)l nature, that the Arditratiin Court can use the sceles of
justice to welgh out » "juet wage”, and that 1t has to glothe
iteelf with powers of contempt of eourt to protect ftaelf from ade
verge cosment i{s all part of a system deaslegned to elevate the
wage-fixing suthority tc an exalted position sbov: criticlsm,
above polities, and ebove the operation of economle theory.

As @1fford sayd however, & judfment - "has no mors authority
than the ecomomic ldeas vwhich form 1tz foundatlion, and orne of the
chlef 1deas underlying it 1z the fallseious notion thet ralsing
wazes causes monetary Inflatlon®™ (pvil).

Ye sheets ths responsibility for inflation vight home where it
belongs "whether the Fedsral Covernment sctively causes or meraly
does bot prewemt monatary inflatlon, 1t 1a 8tlll responsible; 14
is the orly body wilch cen cause it or prement 1t" (pxl)
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Moreover, he explains thst the role of the wege-fixing
suthorities ls the historleslly humb&é ona of reglsastering
existing sconomicd facts, retmer than creats hlstory with the
socales of justice.

"Money wagaes®, he sayé, "tend %o adjust themselves to
inflstion even without & aystem of minimum wages, though more
showly and unevenly, It i{s one of the mosat useful functions of
wage~Lixing authorities to maks this change smoothly and evenly
and the saslest to perform” (iege 54),

fils main complaint, in faet, the whole reesson for his formula,
end for his book, 13 precisely because the courts have not been
properly exercising even %this modeat role,

And to give credit where it 1s dve, Gifford approaches the
problem fruou the stand point of paying wage and salery earners,,
$he maximum possible, 1.9, not merel y sufficlent te compensate for
monetery inflaetion, but enough to take In%o account ilnoreasing
productivity and that all this be done gquarterly without special

srgament,fuss or delay.

FPART I1II: WHrit:» PHE CPROFESSOR ERRS

“Capaclty to payl

Despite tha correct and good aspects of Professor Gifford's
work, he clings to a number of lncorrect theoriss and assumptiong
which prevent him from developing his positive proposals into a
ugseful solutlon,

Apart from theory, the Professor's scheme also involves

matters of policy which run counter to the trade unions and
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profeossional end technical assocletions of salaried workers.

First for theoretiocal matters. Gifford advanced with
spproval the c¢onception of "industry's capsalty to pay wages".

Hda says this 1s « usseful conception and gives it two
meaningsi-

It would not be unreasonable to say thet the monetary inflat-
ioen referred to would Increase the eountry's capaelty to pay wege
end salary retes by 10%"(p.109Q)

The wrlitey belicves that 1t is eonfusing to talk about
'capacity to pay' in thls senae. This is dimply using other
words to say thad there should be an "honest money" policy
referred to in Pert I above., If inflation is the only change
&@nyﬁ means for instance that £11, this year is now rewlired
to pay what last yeerd was bought with £1°,, then of course,
ther: 1s "cspacity” to pay 1t for all prices lnoluéing vages
because £11{today) equals £10{yssterday) "in snybody's money”™
ag you mighé sar,.

Ths second meaning Gifford glves relates to produstivity,
f.6, "an lncrease !n a country's "capacity to pay wage rates
which results from increasing productivity helped by a suitable
mone tary polliey"™ (page 100),

This assumes a numbar of other economic factors w-ich Gifford
simply evades altopether,or distorts,

There can, and does, occur increazed productivity sccompanied
by the saue or even decressed production. 'n times of depregsion

or recegslon this can be quite asevere, The more uneconomic

faotories can be 1dle all ovey the countryside so Increasing the
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average productivity, 1he rew material they ecould be using
stockplling unsalesble, &nc the manpower which ccole be operating

the wmacehines unemplovyed,

PROCUCTIVITY Uk, i RODUCTION DOl

A pev festurs sppesring ln postewar asconomic nistory 1is
that such under-capacity production can happen even in a so-galled
boom pericd,

Conalder 3hess faols. U.3. economist Alvin Y, ‘sngen writes
tn New York Times Mepraszine {12/3/1+°1) of Y.3. industryi~

®oeemanufacturliopr ontdub has increasin;ly fallen below
manufacturi-r capeecl $v. Ta 1784, ouipubl fell 13, ovelow ocapacity;
in 19564 207, currently the margin between ocepacily and atilization
has widened %o 237",

It i3 estilmated that the blg Loy lcan steel cogpanies ean
operate st s profit et as little as 3J: of ecupacity., For exmple,
in 1960 U.3. teel Shourh operating &t half capaclty muech of the
year, racorded its higheat yesurly profit, Thus the =ain purpose
of investment in tha Americal stesl industry is not expansion of
productive capaeity and production, tut the cutting of unit costs
snd the ralsing of profit ebillty.

The sgaxe applies to tie U.5. autouwodlls industry, The sane
trends are beglnning to ahow thensgsolves in Augtralie, in the
sutomobile and coal fndustries, to mention but two,

In the Australlan car industry, ouatput in Kay, 1961 wam 282%
less,employment 17% less and unscld car stocks 19J+ more than in
May, 1960 and the industry wus operating at abou?l 66% of its
espacity. And by October, 1361 things werec worse still,
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Aocording to the Departmens of Trede Survey written in Uesember,
1361, the ircresse in erploymert by Asrch, 1962 was only expected
to be ahout half the inerease in cutput over ths same period,

and 1% was ®stimeted that by i“srch, 156% total output would stlll
be 15% lower than in May, 1380,

Yet, although 1261 nales fell, moat list priess remained
unchanged |eside from the varying sales tax lmposed by the
Gov ernment). Lespite these glocmy proszpects of “recovery” for
1368 with undercepacity production continuing and with less workers
per csr exployed, Ford, G.H5.H. and Volkaswagen wars proceeding with
plans for extension of production capacity.

In the Australian coal indusiry taking the 1359/60 te 1960/61
period for comparison there waz an increase of 11% tonnage of coal
producsed with 726 less minzrs than the previous year which was
$» érop In the workforse. Freoduction per mmm-~shift for underground
minars increased 12k in thia one yaar., The number of mines in
eporat lon drepped from 1lUZ 0 25,

The Joint Coal cerd's rapart for 1760-81 gnid "desplite the
¢losure of suines the industry's ocutput had eorntinued to fncrease
and the growth in stoeke had begcome a metter of concern, The
Beard hes drawn to tho sttemtisn of the Ilnduatry the need for scme
curtailment of cutput ,.”

Xow to return teo Professor Gifford. Thaze herd fscte of
modern monopoly industry ave s s closed bonk to hlw,

heeording to him, the capacity to pay wages means the gmne
thing as "demand for lsbour™.

But in the exsmples just given, the demand for labour is less
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and yet production 19, in 3.M0 cuse§,isag (G.g8. J«3. 3tsel) and
in some case3s xore (6.5, Australian Coal fniuastry), Bub in both

ceages productlviby bhas iiere ased,

Tes BCONOMIC PIE T-BORY

Remembering this, hearken to the Frofessor:

BIt is worth emphasising thset ar increase in prodastivity
18 associated with a rleing roel netional incoms of gocds snd
services which is divided somerncw between competinr groups, and
compsting purposes., The more wege eernersg get of the economle
ple the less there is for pfoflts, or for the Geovermuent $o apend
{in building, roed cuvrmtructicns, ete, The more akilled wage
earners and ssiary workers get, the leas therc 19 svallable for
the basic ware earner ard vice versa; the mcre there fe taken in
vayroll tax to pay chlld endowment the less there 1s available to
pay cut es weger or to provide profit.” (pare 6%).

This sentence (which 7 shall esll ths ‘ecouomic ple' sentence)
deserveg close uttention, It is peekful of impllcutions well |
wortn exaulning.

The first lmplicaticn is thet - "an inerevse in productivity
is smagnolated with rising real facoms.”

The unemplioyed auvglrallan coal miner, driven froam his home-
townghipy throuph mechenisation or clos<=dowe of his =ine, as well
g8 his mates lueky enocugh to be stil) in the plts, could teamch
the Irofescor & legson on thet scors, The .5, steel worker
lueky encugh to keep his fob,wculd laugh 1f Le were told that hig

e¢normously incresmcd prodactivity must mesn higher wages. Using

the Professor's temminology, k2 would polnt out that the “ecomomie
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Just to pose these quesiisns is to {llustrate aharply that
the o« nception "economic pie” and “capacity © pay? is a cogplstely
unscientific ons,

The snswer depende on your political position, ranging from
monopolists who use every means, including control of Governments
to maximise their profits at one extreme, to the ordinary wage or
salary earner who expects modern industey to spply the miracles of
modern selence and provide himkith a atesd ly increasing atandard

of living at the other extreme,

Rather, Llf ws ware to include all defialitliscns, there would be
a fifth definition favoured by socialisty who profer sweployee-
ouned and controlled fodustry amd who therefor favour no proflt at
all,

2ut excluding from conslderation the so0lalist nostiilon, it
1s juite slear Shat the gonception of "sspacity of industry to pay"
adopted by the Arbitrastion Court in 1349 In slage of Justice
Biggins conception of a "living waze” !s an uucccep*able cne to the
trade unio»s and whitesollar sssociationsg,

it providea neo fiw: principle on which to bhase wage-fixation
ror can 1t he msde tec do g0, by any ~rbitration Court, because the
szlection of one definltion or ancther pra-suppcees o definlte

governmsent poliesy which is berond the Courdt t o enforce,

A Qj gh'. I‘.- .{r
Frofessor Gifford evades thla whole problex by the following

assunptions:-
Referring again to thze "seonomic ple" sentence, he jumbleg

up a host of competitors for the "pile" and the employers are made
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to appear as 1f they weres ranking on an egual footing in the
dispute slong with a hoat of cthier econtestants. There are
unsmployed work ra, unskilisd workers, semi-asikllled workers,
sklllsd workers, salaried works s, euployers, child sndowses,
Governments, ete,

but the facts of the metter are that wege disputes are
betwesn all manney of expleyees on ths one band, and all manner
of smploysras (ineluding Covermmentw) on the other,

Lvery Arbltration Court nesring proves it. 1t is the outocomse
of a dispote between employers snd employees, Morsover, both the
4¢C.T,U, ard A.C.5.F.A. co-operstefnd do not compete either on
bssic wage or marginal clelmg, and both the 4.C.T.U. snd A.C.3.P.A.
favour increzsed chiléd endowment,

With his idee thut “eamprcity of industry to pay” is the same
thing as the "demend for labour" which run be discoversd by
lookling to the market just like the dem;nd for onisrvs or
eutomab!logx the rrofesscr hidew tha pécblam of nrefits sompletely,

it 18 sxtraordinery that In a book »f 180 pares arammed full
of gtatisticos on wagses snd Inflsatlcen, there 1e not a sirle faet
produced abnu! proflits, Now the Irofesscr osp manss» %o produce
regges of charts, takles and graphs on avery aublest connseted
with wapges and yot akate all srourd the 2xaminatlisr of profits
which 1p 5 sybleost lving st the verry heart of thae Troblem tg a
wonder 1ndeed!

Apsrt frox the quotetion already mentioned thore i3 snother
sinilar guotation In whioh (rofite rets a bare nontion:

"Minimum wage flxing is contentious, 1% 1s part of a

question of influeneing the disiribution of income between
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employed and unemployed, betwesn wage earrers snd employers,
between ungkilled, skilled snd salarissd worksra; (t is also a
question of how Coveirnment ca.itel expendltur: wiliil e affected
and the rete of iovestient in osrivete Industry.” And then the
frofessor cowrents -

"o wage-fixine judgment cen he puraly selentifiec depending
zerely on kEnowledge; It must Ye wifectsd vy the scelial 1deals of
the wege-Iixing authoritiGSecese” (pbse 71)

Jugt #0 Frafessor! “he "soelal igsal” o witat profits are
reagcnable, and wbethar sz loyers stould be parmitted by Governments
to soarate induastriss ader cepsaciy, or tu uss Lhelr monspoly
Fositi~sn t5 rélse prices beyond thes reachn of petentially fuller
markets, all nave a bearisg oa what "economlas ple" that industry
gan be nasée %o pravide.

In addition to theago $wo gquotetivns the Frofassor has two
suall aectlons, saeh absut oue page. HSoth entitled the sams -

"’ne marglnv of proflinblensss” walch turns out % be discourses
on wlementary theory for students Tor which the book was originally
written.

" hat courts should conslider is not the size of profits
in the past twelve months, not the rats of profits in the last month
zot an accurste forecast of how profits would =move over the next

twslve months If wages rexained the same amd not even how employment

would be effected in the stort run but how profits, employmsnt and
unemployment would be affected in the long run by & rise in minimun
wages in whatever situation 13 developing as regards inereasing

produstivity and monstary expansion” (paje 81),
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Well! That lsts the Court out! Ho statistics whetever are
required on profits, but volumes of staticstics arse requirqd on
wages, unemployrent end procductivity! it lets the Professor out
tecl The next two psrarrache follow with hypethetical questlons
of whet "might® hap,en 1n hypcothetical industries - no less than
tvelve "mights® in two pereprephs,

But rot = single fact, nor table nor crart nor sraph,
Contrasted with t»1s ths ‘rofeasor, fcr exarrle, speuds a
whele chepter with veluminone ststfstics on "ire dapes Worth More

tten in 1333-38?" Yerr zocd,

Jut why, Profegaor, d1¢ yon not have a chepter - "Are Profits
Forth Mere Thanm In 138ut%" ¢ It "night® have lsed you into en
investigation of growth of wmorcpoly in this country and this
“night" hsve shown thelir prcfits expandin: at & far sresster rate
tkan 1=z goed ke bte known, Ik turn, thio "might" have lesd you to
the conelualon that comtrol of proflts should aceopany control of
weges, and that "might" be csrrying criticism of the powers-thatebe
farthsr thar you "might" heve csred]

From the s/rofegsor'a entirely theoretical dlsszertion not on
profits tut on the "margin of profitablenass” we learn that,
confronted with a wage Iineruvase, 1f & monoporliat were unable to
sell as much when he passed on the wage ineresse ir th@ form of
higher pricas 1% "would pay him to prodice less wlth fewer
employees.” (page 51)

Aecording to the Frofessor therefcr in the case of “monopolist)
we have to consider what 1t would "pay the monopolist™ beat to de
to pxmxiix preserve his "murgin of profitablensst”. Flsased on'y
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bothar %o enquire how wmuch thoad profits are} i'lease dun't atop
to ask whethar he g entitled o gack thousands ;f workersl

Ho doupt it “paya" the U,5. steel =monopollist at timeg to
operats st 50% capacity, snd tarow {dle not only plant but the
exnployess who could be using that plant to producs & very much
bigger "accnomic pie” bto use the Profegsor's terminoloegy.

Whet doag the Frofessor say to this jguestion?

RIGITE TC OPULL RNPLOYPINT

Heving evaded an actual sxaminetice of monproly profits, the
Frofeasor neetly sids-ateps the c¢ffect of womopoly or exployment
by the eelm sspumptlon thet nowez-daye there can never b any
sericus “reoeasion‘};?lemm", whieh he rolegates to the "bad
old daya” (see pape 52). Ir - "Ceccssiopal abcrt _erlods of
rescession and rECOVEIrYeeseee cuneup loyment may rise to S or 4 or
& per cent," but no more,

The Frofesgaor ieg referred to & report lgaued Irn "arech 1960 by
the U,.5. Spacisl Serete Comxittee on Unemployment Prcblems whieh
conelucdes:

"Tre problesm of unampleyment will assume [or praater
proportione In the nerxt ten yesrs unlees dz2cisive acticn i{a taken,
aftar s2ach of ths last three recesslons the ratc of unerg loyment
was higher then 1t hed been befeore the receszalox”,

Amd , to be more statistical, the stat . ment by iresidont
Femredy's Counell of -coratic Advisers 'n March,1281 -

Teesthe three succsssive upswdngs from 1H4s ts 1283 lasted

forty-five, thirty-five and twenty-five munths respectively, 1In
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olsven munths of the first of theso unemployment fell below 3%.
In the segond it dropped to about 4% and in the taird only to
sbout 5. A eontinuatisn of this trend is svident in the present
upswing.”

S0, if the rrofeassor looks to America instesad of Australla,
he will see that his estimated maximum of BE unemployment for e
regessgiocn period hes already in that country become a 5% minimum
of unemploymsent in the boom perloeds, which are lasting leas and
lessn,

In other wrds, unemployment is mssge unemployment never less
than 2 milllon Panging up to 5 or 6 million in rseespions (offielal
etatistics) end is tnersfore chronic,

Vede Secretary of Lebtour, Arthur Jd. oldberg asserts that at
lspast 7 milllon new Jjobs representing & l4i incresse In the gross
nationel product would have t0 be crested in 1362 to ever reduce
unerployment o 4%, fut the arnusl overall incresse 1w produsction
in the best of timeg i poztewar imericu is vanly eomstiing llke
2.7

From thle it cen be geen thet as long es Americen Unlona
teierate the glant corporstions cpsrsting ut chronle undercapseity
they are tolerating «lso enronic unsuployment,

i eourae thie ouestion leads on Le problexs of the world
marsmt,. For the capitalist tinis 18 a garious metter, The hard
focts arc that the Soclaliet countrles dou not bave unemployment,
40 not have inflstlon 1ln peacetlims, do not have overpr duction op
undercapacity, do not have inseluble (rading problems whereas most

capitalist countriscs are suitering from most or all ¢f these

naledies,
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The Yrofessor believes that theame ,rctblems are soluble in
Australis. Vie i entltled to his bellef snd to his fournulae for
correctlion, Mt surely he cenrot fell to ree that whet la happening
in Amarics now can happen tomorrow lr Auvebralie, al)l the =nore so
since fmerica 1s actively concerned to mee thut Auvstrelia loses its
Cermonuealth preferenced trading sdventager when U:ritain enteras the
Cosmon Harket,

In place of CGomronweslth pereferences, Prasident Hsncedy has
called, in effect for a3 =syalten of crefersncee betwezn tim enlarged
Common Market bloec of cu nteliss and Americe Lermolf,

Tto wrlter bsllever th:it vhotzvsr nagsures 2r+ talken Lo assist
trsding outlets within the "+sestern world" can srovide only a very
temporary sclution to tho probles of uneamployasnt, Ll they provide
a golution at all, Thlie 1o bescausz such dz2velopmentas ean only
oo st the expensae of the ruination of tens of thousanda of small
and nlddls-s!zed uginegaes and fermers walch ocsanot stand up to
the sompetition of the glaat sonopolies In g world without teprifs
or import restrictions. “uch a "solation™ wmay save the neocks of
the big monopollece at tho cost of cutting of{ the necis of the
gemaller concorns along with the worksrs enployed bty them,

The uwrlter bellevas that & temporary sovlution would be provided
by total disarmament by agreement bLetween all the great powers, end
trode with $he Soelalist eomipem countries, thus diverting the
gnormous btufden of araauent Investment to peacetime uses and
providing a steadler overssas marist (1.,e. a blgzer “economic ple”)

But even tbat cannot provide e perasmuent sclution besause
capltalist sconomics cennct avold overprsdueing at regular intervalg

no matter what drastic Stemporary ssasures are adopted,
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It 1» clear that the Profsssor Acea rnet =subseribe to such ideas
Yor may thoe reader fully subascribe to them, because whether you
do or not depends, ss the Profeasor might say, on the "aoelal 1deal”
which you hold. The monopelist »uat have a different view to the
wape sarner on such lcpueg. ~nd there are alweve people (although
their numbers cre declin!iy) whe refusze to exarlne arnrthing to do
with zocialist countries, becs:se it 13 uneonforteble to upset
pravioualy-held polltliesnl cnrvictions.

Howaver, 1t 1= equelly clear thet the froferssr csnnot elit on
the fence and pretand he hes producsd a wstertight schevs for
doubline real 1ngomes song with M1 e=ploynont with-ut faelng up

to these wor¥-ehavin:g economic cdevelopments,

FROSPEAITY IlDei - W 5. rROJ: w1777

To revert once more to the ‘rofesssr’s "ezcomoric ple® sentence,
fie gags -~ “e.e8n Incorcags !n productivity la assocliated with a
rigsinz reel national Incoms of goosds,”

1t may be proteated thszt we have done Tifford an injuatice,
¥e have  roduced flguraes frov the irmeplcan acene to refts the
sssumption that an Ircrsese In product'vity must maen inoreasing
production, Oifford's book, however, concezne Australlan not
Amorioan capitellmm,

But Gifford himself 2 peals to Amerlcan statistica to verify
lustralisn statistice In s closely related subiect in whioh he
advances 2 new theory which lleg at ©the very core of his formula
for wage adjustment,

Ag explained in Fart I the rof.ssor» states that volume of

produetion per person In Austrulia 1939 to 13680, 1l,e. productivity
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hs lnoreased 47% and real average wage earnings have also
fnoreased 47%,

Readers not versed in scientific met-od =ight well jump $o
the eonclusion from this that th» whole of the increased mational
product due t o increased preductivity hed gone ¢ o wage and sslary
earnsi's,

This, of course, would net be ecorrsct, alt owh the simple
rsadsr would be well excused his mistake becsuse when 1t comes to
profits the rrofessor here, as élsauhcre, is strangely silent.

Assuming that Ilndustry was operating at 120% capaeity then
an averaged percentage inoreass in producetlivity would result in
8 similar perceatage increase in national productlon, Therefore,
glven Q 47% ingreasse in productivity and s 47:. Increase in average
wage sarnings, there must be also a 47% incresse in profits,

Tha trofessor refers to the lndex of avaraze ware sarnings
"as a kind of index of prosperity" ( page £3) gnd mauas {t the basis
of h's quarterly wape-ad justment sochene,

"The benst line for wage-fixing suthorities to follow is to
malke the same pergentage adjustment for inereasing ovrosperity to
all minimum wages and gsalaries. 2 inereas’™ 3 prosperlty working
with the existing labour supply is regfecead 'y & rlse in average
wage earnings which, considered alungw ith unemnloyment statistics,
provides a basis for the best cenerel guide to ralsing minimum
wages snd salaries” (page 83),

Yow this 1a all very well, but, of the bwo ecomponent parts into
whichh the national income 1ia dlvided profite amd wagas, why d1d the

‘rofessor plok average wagep earnings as a "prosperity” barometer?

Why did he not take ugmkx profits? He could equally well have said
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for Australia, that since 1335 productivity has gona up 473%,
profits have gone up 47.. therefer lst ug use an index of profits
aod for every perecentage increase in proflts let us adjust all
minimum wages by the sane percentare,

And aceording to Zifford, thas same rslationships apply for
txerics -~ "Sow in manufscturing in Austrslie and ths nited 3tates
sverage value of production per parson ssploysd or engaged has
moved very closely for the last two decadesg with averazs earnings

~

psr employed or engaged person it zanufeeturiag ~ (page 65),

Why then, could we not take profits as our "measure of
prosperity” and adjust wages accoriiagly?

Stranze that the :irnfessor «h> glves the appearance of
looking at every problem from every possible iﬁii; hadn't even
mentioned this possibility!

%“hy has the Professcr so asalducugly throughout the book
ciltlvated the magicians srt of dirccting the sudience's attention
to productivity and average wape esrnings, while he hides profits
up his sleeve?

There is a reason. Exsmination of profits alongaide wapge
ear/in;es wo.:ld have brouaght the ccllspese of nls nest Little gscheme
of fixing the basic wage as a percsntage of average wage earnings,

Apnd this 1s not only & practical queaticn. ¥For the Professor,
it is a key juestion of kils whols theory of wages,

lie says - "ths Inorsase in average money earninus of all
emplovess in factoriess has been veryclose to the incresse in tie
average value of production per employee, The sare is shown fop

the Gnited Stetes of imerics.....-his close correspondence of

novement of actual average wag:s carnings and the velve of produc-
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challenge, He does not examins actusl yolume of comnodites
produced per worker, He objects that such sn index couldn’t be
ussd for wage-fixing curposes begause preductivity of an industyry
varies grestly frox "sanple tc sazple” of the industriss aelected.
(page 65),

But surely Frofessor, if it is possible for example to
“"weight" the different ssmples of the itemg ineluded in the regimen
of ths "C" geries of prices anrd 243 them togethsr to malke an
index, 1t ispossible to "weight" the differant industries and add
volume-per-head figures togsther to obtaln an average?

The rrofsasor slso objects - "A volume of preductim per head
index has to be compared with a real wage in-ex but waze-fixing
authorities have to fix money weges dirsctly® (page 85),

Really Professor! Thou dost protest teo muchl The "C"
series index itself is not a wage index either, When the Court
uged 1t to adjust weges they worimd ocut the nercentage relationship
of the index nuwber to the waze thay had got, and srovided thet
any ohangs in the “C" gerles index nuxbsr should 1324 to an
équivalent change in the wages by restoring the » ame percentage,

Gifford, therefors, slthough capable of painstaxing amd
useful work In re-constructing the "C" series (without rent) for
sexaxple, and calculsting real wage incressss as so corrected bya
better retall price index, dismlssed the construction of a genuine
1adex of volume of commodities per person (i.e. productivity) as
impossible,

Instead he says, talking of an index of volume of producetion

per employes in factories - “There ia no such gtatistical seriles

avallable in Austrd ia coveris; the period 1933-33 to 1959-80, Tho
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reslised by the products, and otber costs of producstion apart
from wages™ (page 60).

And even more explicitly - "In such eircumstances #l 1.0,
{neresve in productivity)"if the Federal Government allowed or
sncouraged sufficlent monetary expansion, the price level could be
kept from falling ae it would otherwlse do" (page 55).

And further - “"...irom 1533 to ths present....there was a
large increase in the total volume of goods produced in Australia.
This wpa1d heve cauvsed the price lsvel to fall, 1f it had not
besen for the effect of the lncresse in money spant in inoreasing
the price lavel™ (page 23).

Therefore, ‘rofessor, by your own words you have proved
.and correetly ao), that 1f corrsction ls made for monstary
inflatlic::, you would find a "fallin: price lavel® par commodity
whersver yoa have lnsreased productivity and this is associated
wish an increased voluwse of suveh ocommoditles,

Ths tobal "value” of production baged on prices and corrected
by monstary inflation therefors nuat inerease at a slower rate than
the total "volume" of production.

Thorefors productivity as calculatsd by the msthnds uged by

the 2rofessor las understated, i.s. the true avarare volume of

production per head must heve increased by nore than 47X,

Now if total volume of produoctin hass inersased comtensurate
with the increase in productivity (which s the FProfasgor'y

assumption) then the total incress: in yearly national increment

hag been more than 471,

How, 1f one of the two components, wages, has increased only

b om thig 1t follows thui ihe other compenent, profits,
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has increzsed even more agaln than t-e increage in productivity.

If the Professor had preduced ,rofit figures they would no

doubt have confirwmed this and destroved hiy neat equalitaerian
47% inoreaae all-rcund argument,

Hence po profit figures, Hence no exsminetion of the hlastory
of distribution ef the natilonal income,

A to the pmatiocnel incowe, ths ‘rofessor's littles triek of
mixing up Government expenditure - rcade, social services, chilld
sndowment, etc,, - for a share of the “economlio ple” along with
exploysrs and employees cemnct be tawen seriovsly., Haeving taien
thelpr share of bthe ple, the worvors pat back portion of 1t into
the ple-dish {(i.e. income «nd seles taxeg, ¢te.) and the emplovers
put baok a portion of it{ocompany tax, payroll tex, etc.) ao that
GCovermeent expenditurs, i3 a secmdary re-dlstribution of the
national income. Interestinz and 1important as the subject of
texation fe, 1t 13 not deslt with by the Frofeazer, snd should
not be intruded to oonfuse the lssuse of wage~fixaticn which concerns
the primepy distribution of the national {ncoms,

Aceording $o the rrofeasor's own showing, therefore, by
sxtending it impllications of hlg own srzument into the lelds
where he remains strengoly silent, the enployers have taken g

greater increaze since 1347 than the swuployees,

UNION PULICY

If the trade union movemsnt and the movement of profecgioggl

and tecknical asgocistlons tnercfore were %o accept ihe irofessor'syg
formula the pergsentage incre:sess they would be demending, i.e

ulv to age w2y agrnings, would be lower thanm
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real incrassses ln produckivity, and st11l lover than 1ner!§g2!_l§

profits.

To _accept ths Profegsor's mgric iormule ia to eccept an

Inbuilt system wheycby the wege anc galary earn<r's incomes would

inerease lesg erd less reletively tg Comenyles® rcturnsg.

The unions end assocetions of employees never can submit to
sconomlo formules as a besis I'or wege fixing.
a»‘vvmad-\. o .
The cornerstone of the wppeewel both of the A.C.T.U. and the
A.C.2.,F.As 18 that the minlimuxm wage should b & wage which can

provide for the srplovee end s famlly & regsovrcsble standeard of

livinp, A reasonsble standerd must teke Inte comglideratiom the
mege-ppoduced comforte wileh modern Industry cen now supply in
sufficient quantity for &ll to enjoy.

To weep up that atendard, the zlolimus ways rust be adjusted
to compensate for price changee In the goode purchased by the
wage essrner,

And what fy & "ressonsble slenderd” 13 to bte deter=zined In
the light of whet lrdustry can produce et its peak, and not
restricted by undsr-capacity operation of i{njustrlss accompanied
by ubermploynent,

The Unlona’' epproach, in a word, hzs always been and must
remaln a humgnltsrlsn approach. They sesy: Thig lowest-palad
worker muat be glven enduph to buy a well-tuilt comfortadle houss,
properly equlyped, have snough food, e¢lothing, transport and educ-

e betriln G Aepuodue o d Wil limd
stion for himsslf end hls family,/have enough for rsoreation and
a vacation. Nodern industry caun produce 1ti %e demand 1t}

That fg the attitude of thse rank snd file union member

whether he 1s industrial or wi't--collar.
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The Unlon advocats in the Court may produce this or that
formula in support but the formula les not the prineiple.

And any fermula, such as Professor Gifford produces, whleb,
however smart its sppearsnce, would operate to leave ths employes
behind in eomparicon to the empleoyer, must be re jected,

Even the comparatively simple ocost-of-living adjustment
scheme, as has besn shown, based on the "C" geries index, distorted
and understated the axtent of price rises, 30 that the Unien
movement had to step 1In from time totime and cempalgn for in-
ocreasss over-and-above the quarterly adjustment, DBut such dis-
tortions, serious a&s they were, were like a rock compared to what
the Frofessor proposes.

Onoe shift off the ground of a humanitarlen, rsasonsble wage,
Plus a price adjustment systom to sep 1% that way, and you are
on to shifting sands,

Once aecept the Frofessor'a 1dea of a prices adjustment to
wages which responds only to price increases due to monstary
inflation and not to increases due to a declining supply, and the
resl wage is simiicly thrown at the mercy of monopoly under-
ospaclty preduct lon whieh can * jack-up" prices by menipulating
the supply.

Onoe accept the Frofessor's calm assumption (p, 38) that
increase in wages is more important to employses than a reduction
in the werking week, and the Unlon mevement is throwing aside a
most important measure which would partially relieve the pressure
of over-production and unsmployment,



valy aimpls etgpégr-llving adjustme
ased oa the "C® series index,

heit the Unlon movement had/;n ptepn froa timo to tlwme
eampaign for iner.aaqpfs;ar-umd-above th
But| such di-tort;pih. ssrious as they were,
toarsg to ghﬂiythe Profegsor proposss.

o accept the irciemsort's tll-definwd unsel entiflo

conception of “sapselty of industry to pay wmges”, and the Unton
movesent conld find {tgelf dwviven ianto the position of socepting
e reduction in real wages on the grounds thet there was less
“economic pie” to go roundbecause of recession or chronle undep-
capsclty operation of Industry due to m dosen different causes.

Ag for the rrofessor's hepeful orscle about real living
standards doubling in 31 years proncunced right on the eve of
Britain's entry into the Common market, one cenr only reoall the
1920's,

Right on the ove of the orash of the lu30's Benry Pord wags
edvocating a pollcy of high wages which would abolisgh sconomic

prises for sver!
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Profegsor, use your knowisdge %o help thw Unions'
applications, but do not sxpeas %mam %0 follow you into the
pipo-droama of a system of privats production which oan nevsr
suffer from overprodustion and crigiasi

LioN iNTo
TGS -AlED LAMB

8 the Profeasgor comes bounelng on to the at,ga n the first
few pagas of hls book he comes roaring liue 3,55;:;, appealing to
all tough unionists to follow his Cighting lead,

*"The Trade Union mevezsnt shsuld not take the 1361 Basle
wage Judgment lying downl” he sxlaims, {(page vii) Strong words
thoge! Unioniste who haven't "lain down™ under Court judgments
ir the pest have found themselves in gael or finedl

But by the time ths Frofesgscr hess finlshed his book he is
bles?ing like a leamb uppealing to the Zaployers - "the working of
this schame for wage and salary flxation woulc not mesn any great
extra burden on exployers beceuse it would mersly meke minirmm
wazesg and salariep rieec s much aa the avarage lavel of wages
and salaries had already rissn recently under the free competition
of employers.™ {(page 102-103),

And Indeed, coume to thinkef 1it, 1f minlmum wages eare te be
tied to averaps earnings It would not be either a creat burden on
enployers nor a great bensfit $0 wujployses. cert of the Irofessor's
scheme is that over-award payments should be¢ slowly whittled down
to the eslowly ineressing mm minimum award retes, so that the
lnereases for aome unlonlsts would % at the expenss of losses fop

othera.

There may be some who think that 1t would be a good scheme g
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have workera' standarcs moving up as fest ag thore ol tha tep
executlves, whose salaries are included In the average wage
earnings index,

But the fact {8 that moderneatyle top executives do not
get their extra bteneflte Iin the iorm of salarles.

Hydge's Luslress Journal has just publlshed e book called
"Tax Ylanning for Australian Companies“br C.R. Pieldhouse L1B,
Part 2 entitled "Tax Dregks for Coapany Execviives” i devolted to
waye and means of paying execubiven other than by salary,

48 the book's adve-tigement explains ".dequately remunerating
senlor axecutiveg 18 btoudur & vary srvet problem - the more such
men ar- pe’d by thelr company, the more they lose tismselvesm in
tax, <ne positi.;: soon arrives wWiers, to tiw individual, an
inersags n salsary of even k1000, 2 ssxr 1 hardly worth havinge
Conzcequently it i@ neceess.ry flor coipaniocs, In crder to retuln the
enthusiagm of senlor executives, Lo devise Lncentives that sre tax
deductible for Lie vompanybut do nvt Inveolve the exscutives
persorally 'n sny cdcitiopel tax paynernta,.”

There folluws & cross-section of the "fringe-bensfits"
Including rent-free houvslng -~ company~peid fanily vacetions -
overaeas travel - discount buylng - ertericirwent allowasnces -
cars - home-fihencing progrersies - aplit-cost travel - subsidiasd
share purchases - trusts for executlve's children - tex-frees
retir :ent income,”

The slandards of the favoured highly-pald few therefore are
not reflected in the Index of average earninge because t hey are

not in the form of salaries,

Tha Profassor's scheme therefore. which leaves ocut of account
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the thriving stete of company returns, is bound to leave ocut of
. aeeount alse &n increasing tendency tc hids frowm thae Tex
Depart=ent the reai renunercticn cof the top exzscutives,

crofessor Gifford] You have atarted somethingl You have
thrown down a challenge to exazine y-ur scheme, 3o here 1s a
challenge in return!

Finish whet you neve storted! VWrite a new chapter entitled -
"?he Urcwth of Profits 15385-188C%! Consltruet sore produciivity
figures baged on volume of actugl ceanodltlies produced per head!l
Tell us how the Watiovnal lrcose bas been divided bestween employey
sand employee 1339-1580 and don't confuse the fssue with taxatkion
and Covernments getting pert of the rplel

And, firally, Professor a chaptsr or how you propose to
deal with rmonopolies whe would upset your scheme by operating

under-cagacityl
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best that can be done to get a rough idea for tris ;erliod 1ls to
take the statistics of yalue of production per person engaged ad
deflate the series to get rid of the effect of monetsry inflation
on the value flgures®™ (pare 57).

buw
FAULTY METHOD

Now that method 1s useless and cennot give a zorrsct estimate
of average increase of productivity znd the flgure of 47% increase
in productivity cannot be correct,

The reason is that vaelue is taken as the sules price of the
commodity, but the sales price per unit commédity (if corrected for
monetary inflation) terds to drop., In plain lengusge, the
application of modern boekniqu. to production chesapens the commodity
Thie process has been hidden partly becsuse ¥Monopolles, at the
expenge of other industrles, have bolntcrOG.up theiprices of their
commodities, but mainly because of the persistent incresss 1in all
prices due to monetary inflation,

The frofessor himself sdmite tilis by implicaticn when he

says - "Inereasing productivity, sssccisted wlth enouph moheta

expansion to prevent the price level from falling "(sfc)“results in

en increase of totel buginegs receipts™ (pape 83),

Indeed the fect that"volume™ of commodites produced is one
thing and the priece per commodity ls another s admitted by the
Profeasor himself:

"An inoresse in the yolume of goods produced is one of the
things influencing total money recelipt s and therefors capacity to

pay, bub 1t 1s only one among a number which includes the pricep
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the thriving gtete of company returms, is bound to lsave ocut of
~ account alse sn inercasing tendency to hide from the Tax

Departzent the real remunersticn of the top exscutives,

“pofegsor Gifford]l You have atarted sowmethingl You have
thrown down a challenge to examine your scheme, g0 here s a
challenge in return!

Finish whet you nheve started! VWrite a new ohapter entitled
"The Urowth of Profite L335-1580"! Construct scre prodoctivity
figures baged on volume of acliel cemnoditlies produced pesr heud!
Tell us how the Hatiovnal incoce bas been divided bestween employer
end employes 1l33:-1580 and don't confuse the issue with taxation
and Covernments getting pert of the plel

And, firnally, Profesuor a chapter on how you propose to
deal with ronopollies who would uppet your scheme by operat ing
under-capacityl
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bess that can be dome t o get a rough idea for this perlod 1ls to
take the statiastics of walue of productiop per person engaged g
deflate the aeries to get rid of the effect of mdnetary inflatior
on the value flgures™ (page 57).

bierm
FPAULTY METHOD

Now that method is useless and cennot give s correot estimat
of aversge increase of productivity snd the figure cf 475 inoreas
in productivity cannot be correct.

The reason is that value is taken as the sales price of the
commodity, but the sales price per unit commédity (if corrected f
monetary inflation) terds to drop., In plaln lanpusage, the
application of modern teschnigue to production cheapens the commod
This prcocess has been hidden pa:tly becasuse Monopolles, at the
expense of other industries, have bolltcrOd.up theiprices of thel
commodities, but mainly because of the persistent increess in all
prices due to monetary inflatlon,

The frofesacor himself rdamits this by iaplicaticn when he
seys - "Inereasing productivity, sssoofsted with epouph mohetary

expanglion te prevent the price level from falling “(sic)"results

an increase of totel businesgs receictz” (peps 83),

Indeed the fect that“volume® of commodites produced is one
thing and the price per commodity ls sanother iz admitted by the
Professor himself:

“An inoreamse 1in the yolume of goods produced is one of th

things 1nfluencing total wmoney rsceipt s and therefors capacity to

pay, but 1t is only one among a number which includes the pricep



