Pay-fixing Reform in the New Zealand
Public Service, 1912-1948
NEW ZEALAND labour historians place the Liberal government 1890-1912,
and the Labour government 1935-49, at the centre of the development of trade
union and collective bargaining structures in New Zealand. The Liberals
introduced the Industrial Conciliation and Arbitration (IC&A) Act 1894, 'an Act
to encourage the formation of industrial unions'. This guaranteed the jurisdiction of registered trade unions against potential rivals, gave them access to state
institutions of dispute settlement and, through compulsory arbitration, ensured
that unions would secure awards and agreements with at least minimally
acceptableconditionsofemploymentfortheirmembers. Moreover, the Liberals
also provided for state enforcement of awards and agreements on all employers
within the occupation or industry concerned, regardless of the level of union
membership or activity in the firm. For their part, the first Labour government
introduced compulsory union membership, thus ensuring the unionization for
the first time of many occupations and industries, and reinstated compulsory
arbitration which had been discarded in 1932 by the Coalition government in
response to the Depression. Other industrial and social policy legislation by both
the Liberals and Labour benefited unions and their members.
Although there is considerable debate over the long-term impact and merits
of the industrial relations institutions and procedures put in place by those two
governments, there is no doubt that their measures helped create and sustain the
emergence of a representative trade union movement, able to secure acceptable
and improved employment conditions from employers, by arbitration if necessary, and to enforce those conditions upon employers, again with state assistance
if need be. Equally, there is little argument that the main architects of these
measures in the Liberal and Labour governments did intend to protect and
strengthen the role of trade unions, and to ensure the preservation of collective
bargaining and arbitration as the primary mechanism for the determination of
employment conditions.
It is, therefore, a paradox that both governments, friends of collective
organization and practice for the majority of workers, were hostile to the
extension of those same rights to their own employees. With the exception of
railway workers, the Liberals did not include state employees within the
jurisdiction of the IC&A Act, and left the determination of state pay and
employment conditions under direct political control. Labour finally, and with
visible reluctance, yielded to continuing pressure from state unions and conceded a system of conciliation and arbitration in the state sector, some 50 years
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after it had been introduced to the private sector. This paper analyses the initial
resolution of the public sector pay-fixing issues in New Zealand. It examines the
acquisition by public service employees and their union, the Public Service
Association (PSA), through the Government Services Tribunal Act 1948, of
collective bargaining rights, based upon fair comparability with the private
sector, and access to independent and binding arbitration.
Prior to the Public Service Act 1912, personnel and pay-fixing arrangements
in the state sector were under the direct control of politicians. One contemporary
account observed that MPs operated as labour agents.1 The Hunt Public Service
Commission, which reported in 1912, was equally blunt: 'One of the great
difficulties of the present condition of affairs, according to the testimony of
responsible officers, is that influence is constantly being brought to bear through
members of Parliament in connection with appointments, removals, and promotions, and any Minister or Cabinet must find it difficult to resist such influence.' 2
The role of the state and, necessarily, the size of the state workforce expanded
rapidly under the Liberal government. Between 1893 and 1898 the number of
state employees grew from7106 to 11,351.3 This, and the development of trade
unionism in the private sector, ensured that the process by which employment
conditions were settled in the state sector became political issues for the first
time. Trade unions emerged in the final two decades of the century to represent
the interests of state employees. The New Zealand Educational Institute was the
first in 1883, followed by the Amalgamated Society of Railway Servants (1886),
the Postal and Telegraph Association (1890), the first Public Service Association
(1890-1898), replaced by a Civil Service Association in 1906, which was itself
reorganized into the modern Public Service Association in 1913, and theRailway Officers' Institute (1895).
The character of those unions, their concerns and their strategies were shaped
by the manner in which the state had become involved in the society and
economy, and by the system of public administration which accompanied it. The
high level of state activity created a large workforce with a single national
employer. The unions that emerged to represent that workforce reflected this.
They were industrial in character and national in scope, in contrast to the regional
craft-based model that developed in the private sector. Statutory restrictions on
private sector unions played a part in this. State sector unions were free to
develop as they chose, unlike their private sector counterparts, whose structure
and activities were very heavily circumscribed by the IC & A Act.4

The research for this paper was supported by financial assistance from the Faculty of Commerce and
Administration and the Internal Grants Committee of Victoria University of Wellington.
1 Quoted in R Campbell, 'The Public Service Commission in operation', New Zealand Journal
of Public Administration, 12, 1 (1949), p.37.
2 Report of the Public Service Commission, Wellington, 1912, p.34.
3 H.O. Roth, A Remedy for Present Evils: a history of the New Zealand Public Service
Association from 1890, Wellington, 1987, p.9.
4 An excellent discussion of the legislative framework which bound private sector unions can be
found in L.J. Holt, Compulsory Arbitration in New Zealand: the first forty years, Auckland, 1986.
There is no comparable discussion of the emergence of state sector unions. The most useful general
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Their initial objectives stemmed from the political abuses in the administration of the state services and the impact this had upon the determination and
content of conditions of employment for state employees. Securing satisfactory
personnel and pay-fixing procedures became their primary objectives. They
sought impartial appointment and promotion procedures, job security, fixed
salary scales, uniform salaries by position across departments, a superannuation
system and standard conditions of employment throughout the public sector.
The introduction of the arbitration system for private sector workers in 1894
offered the Liberals the opportunity to resolve union concerns over pay-fixing
procedures. But the Liberals decided to exclude most of the public sector from
the arbitration system. Railways were the only exception. Their inclusion was
due principally to industrial considerations. The chief policy objective of the
arbitration legislation was to stop strikes,5 and the railwaymen were the only
group of state employees who appeared to pose a serious strike threat.
There were other reasons why the Liberals excluded the state sector from the
arbitration system. The size of the state workforce and its pay levels were
continuing matters of political controversy. Governments liked to control their
budget for economic and political reasons. Roth observes that civil service
retrenchment was the standard response to economic difficulties. At times, staff
reductions were substantial. In 1909 the government sacked 940 civil servants,
15-20% of the total.6 Salaries were set and changed in arbitrary fashion.7
Governments could also seek and promote electoral gain from being able to
appoint the staff and to allocate better wages and conditions. During the second
reading debate over the Public Service Bill in 1912, Fisher, the Minister of
Customs, observed that at election time, ministers were able to take advantage
of the 'complete and perfect control' they exercised over the staff of their
departments to promise them rewards and concessions in the hope of securing
their votes.8
Public service reform depended upon a combination of industrial and
political factors. The pace of reform was related to the level of union organization in each branch of the state services. At first it was slowest in the public
service where union organization was weakest. In the 1890s, the PSA was
dominated by permanent heads who were little concerned with reform.9 Its
replacement, the Civil Service Association, contributed to the enactment of
superannuation and job classification legislation in 1907. The Postal and
account is still E. Keating, 'Trade Unionism in State Organisations' in J. Howells et al. eds, Labour
and Industrial Relations in New Zealand, Carlton, 1974. The indefatigable H.O. Roth is gradually
filling the gap with histories of individual unions: A Remedy for Present Evils, and Along the Lines:
one hundred years of Post Office Unionism, Wellington, 1990.
5 Holt, Compulsory Arbitration, pp.33-35.
6 Roth, Remedy ... Public Service Association, p.23.
7 Roth, ibid., observes that 'Parliament could even be found excitedly discussing the rate of pay
received by a charwoman or a letter-carrier. The effect of these proceedings on the victims could be
shattering. When the estimates were under discussion, officers haunted the public galleries of the
House night after night, waiting to hear whether their salary would be voted as printed, or be reduced.'
8 New Zealand Parliamentary Debates (NZPD), 1912, 160, p.62.
9 R.J. Polaschek, Government Administration in New Zealand, London, 1958, p.104, n.30.
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Telegraph Department had achieved a system of job classification in 1890 and
Railways in 1896. Railways employees received a superannuation system in
1902 and teachers in 1905.
Major reform in the public service itself stemmed from political not industrial
considerations. The chief impetus for reform came from the opposition Reform
party, and in particular Alexander Herdman. Polaschek observes that through
his own efforts, Herdman 'made the questions of patronage and public service
reform political issues' .10 The death in 1906 of the Liberal Premier Seddon, who
had been a strong opponent of public service reform, made Herdman's task
easier, as did Reform's realization that the Liberals should be attacked on the
issue. Farmers and businessmen were central to the coalition that brought
Reform to power, and they were concerned at the cost and inefficiencies inherent
in the patronage system." It was ironic that in this way public service reform,
which included protecting the employment rights and conditions of one group of
workers, became an issue in the successful campaign to defeat what remained of
the Lib-Lab coalition — the 'workers' government'.
The Liberals, in acknowledgement of public concern, set up a Public Service
Commission in 1912, headed by William Hunt, a leading businessman, to inquire
into the operation of the public service. The Hunt Commission's chief concerns
were to rid the public service of political patronage, and to establish a meritbased, efficient career service. By the time the Commission reported, the
Liberals had been defeated in Parliament and the Reform party had formed a
government. Herdman, as Attorney-General, oversaw the passage of the Public
Service Act which differed in important respects from the Commission's report.
It established a Public Service Commissioner and two Assistant Commissioners,
appointed by the Governor-General for seven-year terms. The Commissioner
was made independent of Cabinet and was given authority over all personnel
matters—appointments, salaries, promotions, suspensions, and dismissals. The
justification for this, said Herdman, was that 'it puts in charge of a large body of
public servants men of experience who will not be susceptible to political
influence, and whose sole duty will be to manage those public servants, to
regulate their lives and to regulate the work they have to perform'. 12
The Act classified the public service into four divisions, along similar lines
to those recommended by the Hunt Commission 13 —administrative (permanent
heads and some assistant heads), professional (those qualified in the recognized
professions), clerical (clerks who held certain educational qualifications) and
general (a miscellaneous category of 'others'). A fifth division, education, was
added in 1914. Railways and Postal and Telegraph were classified into two
divisions, one corresponding to the clerical and professional divisions of the
public service and the other to the general division.14
Both the Hunt Commission and the Act gave high priority to a uniform salary
10
11
12
13
14

ibid., p. 107.
ibid., p.109.
NZPD, 1912,160, p.487.
Public Service Commission, p.24.
Polaschek, pp. 132-3.
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policy throughout the service. The Commission lamented the wide variation in
salary across departments for similar positions and the fact that positions of
inferior responsibility could (and did) receive higher compensation in some
departments than more senior positions in other departments.15 To remedy this,
the Act introduced a job classification system based on analysis of job content,
with a regradings exercise every five years by the Commissioner. The Act also
established a Public Service Appeal Board to hear appeals over grading and
against non-promotion, despite the Hunt Commission's opposition to this role
for an Appeal Board.
These provisions, allied with the 1907 superannuation legislation, represented a considerable advance in personnel policy. By putting stress upon the
development of a unified, career-oriented service, enjoying standard conditions
of employment under the jurisdiction of senior and independent public servants
rather than politicians, the 1912 Act laid the basis for the modern public service.
However, considerably less progress was made towards giving employees
the right to participate in the determination of their pay and conditions and to
reducing political influence in that process. The Hunt Commission did not
discuss whether state employees or their unions should be extended formal
negotiating rights, nor did it suggest that public sector pay and conditions should
be based upon those prevailing in the private sector. Its chief concern was with
the organization and management of government departments and it looked only
briefly at the determination of pay and employment conditions.16 It criticized the
' diverse methods among departments of setting pay and making promotions, and
referred also to the unpredictable effects of ministerial involvement in the
process. The Commission did note that salaries were too low either to attract staff
at the entry level or to hold those in more senior positions, especially when set
against senior management salaries in the private sector.17 However, it did not
go on to discuss whether a remedy for this might be to adjust public sector salaries
on a more regular basis to make them comparable with those in the private sector.
In the parliamentary debate on the legislation, there was a similar lack of
attention to pay-fixing procedures. At one stage, Sir Joseph Ward scoffed at what
he regarded as Herdman's naivety in expecting the transfer of control from
ministers to commissioners itself to effect a dramatic improvement in public
service efficiency and performance. Ward argued that the only way to ensure
efficiency was to see that officers were properly paid, and that their conditions
of employment were as good as was fair to the taxpayer.18 Ward did not take the
issue any further and there were few other references to pay and conditions of
employment. MPs on both sides presumably believed that the Commissioner
would set fair salaries and conditions of employment, and considered that the
'gentleman clerk' of the public service, and even the Postal and Telegraph
Department, did not require the collective bargaining rights enjoyed by private
sector unions. Private sector clerks were largely ununionized at this stage, and
15
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remained so until the introduction of compulsory union membership in 1936.
The Public Service Act 1912 did eliminate direct ministerial setting of
salaries and replaced it with control by the Public Service Commissioner.19 The
administrative division was the exception. Employees in that division, who
comprised a very small number of the most senior civil servants, still had their
salaries set directly and on an individual basis by Parliament, in effect by
Cabinet. Salaries in the professional and clerical divisions were originally
prescribed by the Commissioner in scales set out in a schedule to the Public
Service Act, but from 1920 scales in both divisions were set by Order-inCouncil. In the general and education divisions, salaries were determined by the
Commissioner, although until 1927 these were also subject to parliamentary
approval. Individual officers could be paid above the scale maxima on the
recommendation of the Commissioner and the approval of Parliament.
For state employees and their unions, the key consideration was that, unlike
their private sector counterparts, they had no formal negotiating rights and no
access to compulsory arbitration. This meant that they always approached the
government and the Commissioner as supplicants, seeking whatever concessions their superiors were of a mind to offer. Political and industrial weaknesses
compounded these institutional deficiencies. Notwithstanding the Public Service Act, neither the Reform party nor any of its successors in government was
sympathetic to worker aspirations. Control over the state's pay bill was seen by
all governments as important for economic and electoral reasons. In this respect,
the first Labour government differed hardly at all from its conservative predecessors . The absence of parliamentary allies was reinforced by the impact of labour
market and wider economic considerations. From the early 1920s until the
Second World War these were unfavourable to trade unions, and, given the
prevailing economic orthodoxy on how to deal with a depression, especially
unfavourable to public sector unions.
The consequences of this imbalance in power were clearly apparent in the
three decades after 1912. The government refused to adjust public sector wages
to compensate for inflation after the First World War at a time when private
sector unions were enjoying a brief period of successful bargaining outside the
arbitration system. On the other hand, it moved quickly to cut public sector
wages when the downturn began in 1922. The public sector suffered first and
most from the depression wage cuts. Public sector wages fell by an average of
19%, substantially more than in the private sector.20 The wage cuts were partially
restored in 1934 and 1935 and fully so in 1936 after the election in the previous
year of the first Labour government.
Notwithstanding the apparently central role ofthe Commissioner, the regrading
system offered considerable opportunities for ministerial influence. The government was able to use its powers to postpone regradings, or, failing that, to exert
influence through the requirement for government approval of most of the final
19 A useful discussion of public service pay-fixing throughout this period can be found in E.
Winkel, 'Wage fixation in the public service', New Zealand Journal of Public Administration, 19,
2 (1957), pp.3-11.
20 Roth, Remedy... Public Service Association, p.85.
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salary scales. The 1917 and 1934 regradings were delayed for two and three
years respectively, whilst the 1929 regrading made no changes to existing scales
and the 1937 very few. State employees were doubly disadvantaged by the
wartime stabilization policies introduced in 1942. This followed soon after the
PSA had agreed to the suspension of the 1942 regrading exercise, and meant that
scales remained at their 1937 level (effectively their 1924 level) for the duration
of the war. In fact, because of the effect of the 1922-23 public sector pay cuts,
salaries during the war were below what they had been in 1920.21 Most private
sector awards were renegotiated after 1937 and it was possible under certain
circumstances to achieve a further wage increase in the private sector during the
war. The report of the Public Service Consultative Committee, a bipartite
inquiry into public sector salaries, showed plainly the extent to which public
sector salaries had fallen behind the private sector.
During the 1940s, very considerable change took place to the process by
which the pay and employment conditions of state employees were determined.
By the 1950s, a radically different system was in place—tribunals with powers
of binding arbitration applying the principle of fair comparability with the
private sector, based on surveys of private sector pay and conditions. What led
to these radical changes?
The immediate political and industrial sources of these changes lay in greatly
increased trade union militancy in the public sector. Prior to the Second World
War, most public sector unions were industrially moderate. This was especially
so with the PSA and NZEI which represented teachers, whose professional
orientation and industrial passivity outweighed periodic independent action
from the railways unions and the Postal and Telegraph Association. NZEI was
dominated by principals and other senior teachers, and the PSA by senior civil
servants. As Roth has written in the PSA's official history, in the period leading
up to the war, the General Secretary of the Association delivered a 'meek and
compliant PSA executive' to his close friend, the Public Service Commissioner.
The Commissioner himself, was, Roth notes, 'a repressive authoritarian personality [who] ran the service with a vice-like grip'.22
During the 1940s, the PSA's orientation began to shift from that of a
professional association towards that of a trade union, relying more than in the
past upon the mobilization of its industrial resources and the willingness of its
members to take industrial action. This shift by the largest public sector union
was crucial to the changes to the system in this period. At the heart of it was
frustration by public servants at their lack of influence over their pay and
conditions and the political manipulation of their regradings, combined with
resentment at how far their salaries had fallen behind the private sector.
Changes in the composition of the state workforce, and therefore of union
membership, made important contributions to these attitudinal shifts within the
PSA. Under the first Labour government, the state grew quickly in size and
diversity, as it had under the Liberals, leading to similar pressure for structural
reform. Between 1936 and 1946 the number of employees in government
21 Report of the Public Service Consultative Committee on Salaries, Wellington, 1946, p.77.
22 Roth, Remedy... Public Service Association, p.96.
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departments grew by 300%, while in the same period, ten new departments were
established and the range of occupational classes employed in each department
grew rapidly.23 By far the largest increase was among the trades and labouring
groups, and technical workers in the general division.24
This had significant implications for wage-fixing. These workers viewed
their pay-fixing procedures as inadequate. Those recruited from the private
sector looked for similar wage-fixing arrangements and conditions of employment in the public sector. They brought with them a less docile, more industrial
approach than that favoured by the traditional 'gentleman clerk', and were not
inclined to accept the earlier setbacks. This, combined with general public
servant resentment at their shabby treatment, helped to change attitudes and
policy within the PSA. A new broad left group — the 'Korero' — gained
control25 and from the mid-1940s, the PSA began to take a more militant
approach towards redressing its grievances.
Economic changes were relevant also. Wartime stabilization combined with
labour scarcity created inevitable pressures and tensions. These were mostly
contained during the war, although evidence of profiteering led to outbreaks of
industrial action, including coalminers and railways workers from the public
sector. With labour shortages persisting throughout and after the war, the
bargaining advantage had shifted towards unions and the balance of industrial
forces had altered. Market-based resources now offered public sector unions an
opportunity to apply pressure to state structures that remained hostile to the
changes they sought. The result was a prolonged and bitter conflict between the
unions and the Labour government, in which the latter fought strenuously to
preserve the subordinate wage-fixing status of state employees.
All the major public sector unions joined the campaign to restore state pay
levels. The government responded by offering the major unions compulsory and
binding arbitration by tribunals modelled on the Arbitration Court. The proposal
was accepted by the four railways unions 'as an indication of the Government's
goodwill and sincerity'.26 The Postal and Telegraph Association also accepted
a tribunal, but in their case the tribunal had only advisory powers, with final
authority resting with the Postmaster-General. The PSA rejected the offer of a
tribunal, principally because its limited jurisdiction (to a weekly wage of £5.5s.
for men and £3 weekly for women) would have excluded large numbers of PSA
members, and because its recommendations were to be subject to the agreement
of the Stabilization Commission.27 Moreover, there was every reason to doubt
that the Railways Tribunal could be an instrument of restoring state pay levels
to those prevailing in the private sector. The legislation did not require the
Tribunal to base its decisions on private sector pay rates. It was obliged only to
have regard to the necessity for promoting the efficiency of the Department.
23 Consultative Committee, p.19.
24 Royal Commission of Inquiry, The State Services in New Zealand, Wellington, 1962,
pp.21-22.
25 Roth, Remedy... Public Service Association, chs. 6,7.
26 NZ Railway Review, 58,1,7 January 1944, p.3.
27 Public Service Journal, (PSJ), November 1944, Annual Conference Proceedings, p.12.
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The 1944 PSA conference preferred a different strategy. At its 1943
conference, the PSA had formed a salaries sub-committee to examine the impact
of cost-of-living changes upon public servants. This sub-committee issued a
Cost of Living Report which formed the basis of the PSA's subsequent salaries
campaign. The report found that public service salary scales were lower than in
1921.28 The report was endorsed by the 1944 conference, which called for the
postponed 1942 regrading to be undertaken, but on the basis of revised salary
scales established in consultation with the PSA.29 The PSA pressed the government to adopt this course of action. All MPs were sent a copy of the cost of living
report, an extensive publicity campaign was undertaken and discussions were
held with the Commissioner and the Prime Minister. The campaign was finally
rewarded in February 1945, when the government agreed to establish the Public
Service Consultative Committee.30 The Committee, with membership drawn
equally from the PSA and the office of the Public Service Commissioner, was
to review salary scales in the public service, but not to carry out the postponed
1942 regrading.
The Consultative Committee's tasks were complicated by the first decision
issued by the newly constituted Government Railways Tribunal, shortly after the
Committee's formation. The PSA was anxious that the Consultative Committee
not be limited to considering the application of the railways increase to the public
service. This would effectively scuttle the Committee as a general instrument for
reviewing public service salary scales, and reduce it to the status of rubberstamping decisions already made by the Railways Tribunal. This would defeat
the PSA's principal objective, which was to participate directly in the setting of
new scales, rather than responding to decisions made by others. This was the
situation the PSA had always been in formerly, and which had been so
unsatisfactory. The PSA pointed out to the government that there were many
groups in the public service with no counterpart in railways. The Railways
Tribunal had therefore heard no evidence on their circumstances. Moreover, the
Consultative Committee should not be limited to the level of increases already
granted by the Tribunal, which, argued the PSA, should operate as a floor,
allowing the Committee to grant larger increases if necessary.31 The Government
agreed that, provided the first business of the Committee was to decide how to
apply the Tribunal's decisions as interim increases to the public service, the final
recommendations of the Committee on new salary scales would be considered
on their merits.32
In its report, the Committee identified major problems of procedure and
outcomes. It noted that the absence of conciliation and arbitration machinery
meant that the only recourse for an individual or an occupational group
dissatisfied with a regrading was to turn to the Public Service Appeal Board.33
28
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The Board was thus functioning as a de facto salaries tribunal, a role for which
it had not been designed, and in which it incurred strong criticism from the PSA.
Moreover, the frequent postponements of the five yearly regradings not only
embittered staff, but hindered the ability of the service to respond to the growing
diversity of its workforce.34 The outcomes of these procedural difficulties were
plain. The public sector was quite unable to recruit staff to meet its need for an
increasingly specialised and technical workforce. The Committee rejected the
argument that this was a product of wartime conditions, and suggested it had
reached a stage where the efficient performance of the public sector was in
jeopardy.35 It located the source of these recruitment difficulties firmly in the
growing disparity between public and private sector salaries and recommended
an immediate increase to redress the imbalance.36 The Committee went further,
however, and, to prevent future occurrences, enunciated as a basic criterion:
'That in the interests of an efficient and contented Public Service and with due
regard for equity as between the public and its employees, Public Service salaries
should be on a basis comparable with the rates paid to corresponding classes of
private employment.'37 The fair relativity principle should be applied on the
basis of a job classification system in which all jobs were graded in terms of their
'functional content', which was then translated into monetary values.
The Committee's recommendation on fair relativity was a considerable
departure from established practice. But on other issues its recommendations
were more restrained. Although the Committee noted the existence of 'a
growing belief, in line with more advanced thought on industrial relationships,
that the organised employees of the Service should participate in the original,
determination of class salaries',38 the report was silent on how this might be
achieved. It appeared to see the application of job classification and fair
relativity as a technical process with no need for any arbitration machinery to
replace the much criticized Appeals Board in its performance of this task.39 Nor
did it see a role for arbitration to prevent any future regrading postponements,
although it had identified these as a major source of trouble. The Committee
linked recruitment difficulties to the growing diversity of the workforce,
illustrated by the fact that 128 occupational groups made submissions to it.40 It
conceded the inability of the broad divisional structure to provide conditions of
employment which met the specific needs of those groups, but recommended
against any change to the divisional structure at that stage.41 Shining brightly
through the Committee's report are the compromises born of its bipartite
membership, and the difficulty of reconciling the divergent interests represented
there.
Notwithstanding these compromises, and the modest nature of the report's
34
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recommendations, the government was very reluctant to adopt it. There was
significant opposition from F.P. Walsh, Vice-President of the Federation of
Labour (FOL), and a member of the Economic Stabilization Commission.
Walsh feared that adoption of the report would spark a chain of claims by other
unions which would endanger the government's stabilization policies ,42 A number
of mass meetings of PSA members attested to the depth of feeling on the issue
among public servants. The government only agreed to implement most of the
report's recommendations following a series of negotiations involving the PSA,
the government, the Stabilization Commission, Treasury and the managements
of both the Post Office and Railways. In those negotiations, certain changes were
made to the Committee's recommendations which allowed the government and
the PSA to claim the final outcome was consistent with the stabilization
policies.43
Despite the government's prevarication, the PSA chose to interpret the
outcome of the Consultative Committee very positively. It praised the roles
played by the Public Service Commissioner ('his liberal and fairminded attitude
throughout') and the government ('co-operative and sympathetic attitude') and
saw the result as 'vindication of the methods of consultation and conciliation,
traditional in our organisation' and as confirmation of the ability of the public
service 'to settle its own problems sensibly and amicably, without the necessity
for recourse to methods which may secure greater shares of the country's wealth
.for certain sections but at the same time reduce the total available'.44 In truth,
however, the PSA had found the experience very trying indeed, and had
considerable doubts for some time that the government would accept the report.45
Moreover, it is likely that the government's final acceptance of the report
depended in no small measure on the level of support shown by public servants
at PSA meetings around the country. In this regard, the final agreement grew out
of activities not radically dissimilar from those methods which the PSA later
congratulated itself on having no need for.
The PSA was, however, very anxious to secure a permanent arrangement
whereby it could exert influence over public service conditions of employment.
In the prevailing circumstances, the Consultative Committee seemed the most
achievable and least objectionable solution. Accordingly, the Association
formulated and adopted a draft constitution for a permanent bipartite Consultative Committee to determine general principles governing conditions of service.46
This proposal was not favoured by the Public Service Commissioner, who
suggested instead an Advisory Council as operated in the Post Office. The PSA
was wary of the degree of staff involvement this entailed in managerial decisionmaking. Its president, Jack Lewin, told the Commissioner that the Advisory
Council proposal 'raised the question of whether as an organisation of employees, we ought to intrude ourselves so far as that into the administrative
42
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responsibilities of the Commissioner. Present thoughts are that we should not. ' 47
Moreover, although the PS A's annual conference in 1946 endorsed the retention
of the Consultative Committee, the Association's leadership was by then
doubtful of its long-term value. It suggested that the Committee had been a
successful experiment in the particular circumstances of 1945, 'but that other
times and other circumstances may well call for other prescriptions'.48
These 'other prescriptions' were considered at the 1947 conference, which
faced not only the long-term question of the most appropriate pay-fixing
structure for public servants, but had also to deal with severe short-term
difficulties created by developments in the private sector wage-fixing system. A
paper from the PSA's Executive Officers to the conference reviewed the
Association's pay-fixing options.49 The paper reflected the growing frustration
felt by the PSA at its lack of negotiating rights, and consequent subordination to
the newly established Public Service Commission (PSC), a three-person body
one of whom was nominated by the PSA. Any hopes the Association might have
held of this new arrangement were soon dispelled. The Executive Officers
argued that the Commission was increasingly taking upon itself the role of a
tribunal, hearing claims from the Association, and deciding their outcomes
without any discussion, still less any negotiation. In addition, asserted the PSA,
the Commission had repudiated the fair comparability principle established by
the Consultative Committee.50 The PSA, far from gaining more influence over
the determination of employment conditions, as the Consultative Committee
experience had encouraged it to expect, was seeing its status and influence
downgraded.
The Executive Officers' conference paper listed the by now familiar grievances which the PSA held against the state sector pay-fixing system. The
employer, either directly as the government or through its agent, the PSC,
determined employment conditions, unfettered by any obligation to justify those
decisions to a trade union, still less to an arbitral tribunal. An employee's only
recourse lay with the Public Service Appeal Board, whose deficiencies in this
regard had been well stated by the Consultative Committee. There existed no
institutional means by which employees or their union could regularly and
routinely advance claims to improve their employment conditions. By contrast,
those conditions could be worsened by unilateral decision of the PSC. The
Executive Officers saw the remedy for this in the establishment of a Salaries
Tribunal, but one constituted in a way which overcame the objections to the
government's earlier proposal. The conference endorsed the setting up of a
Public Service Salaries Tribunal, modelled on the Arbitration Court — binding
powers of arbitration, equal employer and employee representation and jurisdiction over all collective employment conditions. Issues affecting individual
officers would remain within the jurisdiction of the Appeal Board.51
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The situation was made more complicated as a result of developments in the
private sector. The 1947 conference took place soon after the announcement by
the Arbitration Court of a Standard Wage Pronouncement, effective from 1
October 1947, which would affect wage rates for skilled, semi-skilled and
unskilled workers in the private sector. At the same time, a growing shortage of
labour meant that employers were increasingly bidding wages up beyond the
minimum levels prescribed in awards and agreements. The PSA was aware that
the Arbitration Court's Standard Wage Pronouncement would lift not only
award rates of pay, but also the actual, or ruling rates in the private sector, which
were for the most part unrecorded in any official register. The new-found
importance of above award ruling rates of pay ensured that not only would public
servants continue to fall further behind private sector rates, but that the precise
size of the gap would be unknown. In those circumstances, continued reliance
upon the goodwill of the government and the PSC to set rates of pay for public
servants was clearly unacceptable for the PSA. The establishment of formal
institutions for negotiation and arbitration was imperative. But this could not be
done quickly. Meanwhile, the issues raised by the Arbitration Court decision,
added to the already existing disparity between state and private sector rates,
required an immediate response.
The government and the Combined State Services Organizations (CSSO)
reached agreement on the setting up of a Margins and Anomalies Committee, to
examine trades, labouring and clerical wage rates, and margins for skill and
responsibility, in the light of ruling rates in the private sector.52 The 12-member
Committee was composed of equal numbers of employer and employee representatives from the public service, Railways, and the Postal and Telegraph
Department, although a casting vote did rest with the official side. The
Committee sought data on public service, award and ruling rates of pay for 25
different occupations in New Zealand, New South Wales and the United
Kingdom over the previous 20 years.53
For a while, it appeared that the Committee might resolve the short-term
relativity problems between the state and private sectors. The Committee's first
recommendation, concerning pay rates for tradespeople in the Government
Printing Office, was accepted by the government. The PSA received this
enthusiastically, seeing it not only as vindication of its initiation of the Margins
and Anomalies Committee, but also as restoration of the Consultative Committee's fair comparability principle.54 It was also an opportunity to repair the
Association's relations with the government. At the 1948 conference in August,
the president Jack Lewin, spoke warmly of the government's actions in setting
up the Committee and accepting the Printing Office recoirimendations. Although
the government had yet to respond to the unanimous recommendations on trades
and labouring wage rates made by the Committee more than two months earlier,
Lewin stoutly rejected any suggestion of government procrastination in imple-
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menting the recommendations.
The honeymoon did not last. The PSC declined to apply the printing trades
increases to non-trades employees in the Government Printing Office, despite
the PSA's insistence that the Margins and Anomalies Committee had intended
this to happen.56 The government also refused to implement the other recommendations of the Committee, which were unanimous in the case of trades and
labouring staff, but divided in the case of clerks, and over margins and anomalies
generally. The government was increasingly concerned about the implications
the recommendations would pose for its economic stabilization policies. As the
subsequent parliamentary debate on the Government Services Bill makes clear,
the government feared that to grant increases to state employees to bring them
up to private sector ruling rates would spark an inflationary spiral.57 Workers in
the private sector not receiving above award rates, but made fully aware of them
by the announcement of new state rates based on ruling rates, would clamour for
similar increases, whilst those previously favoured under the ruling rates system
would agitate for the restoration of their earlier advantage.58
As with the recommendations of the Consultative Committee, the government came under pressure from F.P. Walsh to reject the state unions' claims.
Walsh cautioned the Prime Minister, Peter Fraser, that to grant the claims would
lead to private sector pay increases through the Arbitration Court costing £45
million, thus shattering the government's stabilization policies. Trade union
politics entered into it too. Walsh warned Fraser that if this happened it would
increase 'Lewin's prestige as the outstanding leader on behalf of wage and salary
workers of this Dominion'. 59
The government's response to mounting pressure over the Committee's"
recommendations was two-fold. On the one hand, it took up the PSA proposal
for a salaries tribunal, and on the other, it launched a public campaign to discredit
the PSA leadership, in what became known as the Holmes satchel case.
The PSA's efforts to secure a salaries tribunal had been stalled, first by the
its own preoccupation with setting up the Margins and Anomalies Committee,
and secondly, and more importantly, by the government's lack of interest. The
PSA had pressed the government on the matter following its 1947 conference
decision in favour of a tribunal, but had made no progress. The government
finally asked the PSA to write formally setting out its arguments for a tribunal,
which the PSA did on 20 February 1948.60 In this letter, the PSA noted that the
55 PSJ, Annual Conference Proceedings, September 1948, 1. Arnold Nordmeyer later seized
upon this in the parliamentary debate over the Government Services Tribunal Bill, and quoted it to
deflect Opposition criticism over the non-implementation of the Margins and Anomalies Committee's
recommendations, NZPD, 1948,284, p.3925.
56 PSJ, November 1948, p.5.
57 NZPD, 1948, 284, p.3923.
58 The government was of course perfectly right in this expectation. This sequence of wage claims
was repeated endlessly in the years to come. For a discussion see P. Walsh, 'The Rejection of
Corporatism: Trade Unions, Employers and the State in New Zealand', Ph.D thesis, University of
Minnesota, 1984.
59 K. Sinclair, Walter Nash, Auckland, 1976, p.276.
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principal pay-fixing mechanism in the public service, the regradings system, was
cumbersome, prone to delay, and, in its individual orientation, ill-suited to meet
the collective needs of the growing number of diverse occupational groups in the
service. Periodic union involvement in exercises such as the Consultative
Committee or the Margins and Anomalies Committee was no substitute for an
established system of negotiation and arbitration. The PSA wanted a tribunal
with mandatory power over all employment conditions, including the authority
to make general orders, although it conceded the need to have regard to national
economic stability and accepted that the Economic Stabilization Commission
should have the right to be heard before the tribunal. However, the tribunal
should be autonomous and should not be expected to follow decisions already
made by the Arbitration Court.
The Prime Minister waited seven months before replying in the most general
terms.61 Fraser did not respond directly to most of the points raised by the PSA.
He suggested that the government would prefer an overall tribunal for all the state
sector, including the Reserve Bank, the Bank of New Zealand, the National
Airways Corporation, marketing authorities and similar organizations, rather
than a specialist tribunal for the public service. He indicated that the government
would wish any tribunal's jurisdiction to be confined to the Government
Railways Tribunal's salary maximum of £765, which would have excluded a
substantial proportion of the PSA's membership. This had, of course, been a
major stumbling block when the government itself had proposed a tribunal four
years earlier. The Prime Minister also expressed concern over the role of the PSA
nominee on the PSC, in the event that the two organizations faced each other in
an adversarial context before a tribunal. Fraser's letter did not suggest impending action by the government, although, equally, it did not dismiss outright the
setting up of a tribunal.
Soon after the Prime Minister's letter, events took a different turn. Two
issues, the Margins and Anomalies Committee and the prospect of a public
service salaries tribunal, which had been running parallel to each other, became
closely connected. The government established a Cabinet Sub-committee to
examine the recommendations of the Committee.62 When the sub-committee
met the CSSO in October, ministers showed more interest in discussing the
tribunal question than the recommendations on margins and anomalies. The
unions interpreted this simply as a red herring to divert attention from the
Committee's recommendations, but on 11 November the government informed
the PSA that it had been decided to introduce a tribunal for government
employees not already covered by a tribunal, and promised the PSA consultation
on the legislation.63
Despite these assurances, a week later the government introduced the
Government Services Tribunal Bill into Parliament, without consultation, and
with the announced intention of passing the legislation within a week.64 It was
61
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plain that the government was anxiously searching for a solution to the problems
raised by the Margins and Anomalies Committee. Its principal concern, and one
shared by the FoL, was the implications posed by the Committee's recommendations for the wage claims of private sector unions. The government announced
that the matters considered by the Committee, including those upon which
unanimous recommendations had been made, would now be referred to the new
tribunal and to the two other state sector tribunals, and be relitigated there. As
the Postmaster-General put it, the tribunals would make their decision 'in the
light of all the facts available, and in the light also of the effects likely to be
created on other sections of workers by any decision arrived at'.65 The government would be able to exert some influence over the tribunal process and
outcomes, both by instructing the PSC and the other two employing authorities
(rail and post) to oppose before the tribunals what they had agreed to in the
Committee, and through the provisions of the Economic Stabilization Act,
passed earlier in the month, which continued the emergency stabilization
regulations requiring any statutory wage-fixing authority to have regard to any
directions, general or special, given by the minister. Additionally, the government's statutory prescription of criteria to guide the Government Services
Tribunal would have a bearing on the outcome of any cases heard there.
The PSA asked the government to hold over the tribunal legislation until the
new year to enable fuller consideration of the bill, and to accept the unanimous
recommendations of the Margins and Anomalies Committee, while referring the
disputed recommendations to a special tribunal. The government refused.66 The
CSSO resolved that no union would present to their tribunal any issues arising
out of the Committee's recommendations. However, the government and the
PSA did hold discussions over the provisions of the bill, after the PSA had
secured its release from an undertaking by all CSSO unions that they would not
negotiate with the government over the tribunal issue until a satisfactory
settlement had been reached on the Committee's recommendations.67
In truth, the PSA did not have many fundamental objections to the proposed
structure and operation of the tribunal. After all, it was PSA policy to secure an
independent tribunal, with powers of binding arbitration, able to maintain public
service pay and employment conditions at a level comparable with the private
sector. The Association's objective in its discussions with the government was
to shape the bill to ensure that this would be the outcome. The PSA's principal
objection was to the secretive manner in which the bill was introduced, the
government's failure to keep its word over prior consultation, and above all, its
awareness that a year of activity over the Margins and Anomalies Committee
was about to be nullified by a stroke of the legislative pen.
The atmosphere was made worse, and the likelihood of a compromise made
immeasurably more difficult by the public smear campaign, known as the
Holmes satchel case, mounted by the government, in conjunction with F.P.
Walsh, against the PSA, especially its President, Jack Lewin. Holmes was a PSA
65 NZPD, 1948, 284, p.3941.
66 PSJ, December 1948, p.15, p.25.
67 ibid., p.5-6.
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delegate in the National Film Unit.68 His satchel, containing his Communist
Party membership card and draft resolutions allegedly written by Lewin for a
stopwork meeting, was stolen from his car by a senior official in the Prime
Minister's Department. The satchel and its contents came variously into the
hands of the police, Walter Nash and other ministers, and, crucially, Walsh.
Walsh convinced Nash to take the opportunity to launch a major public campaign
smearing Lewin as a Communist or a dupe of Communists, and, in the Cold War
attitudes then prevailing, discrediting the PSA and weakening support for its pay
claims. Holmes was sacked, wrongly said the Court of Appeal, 6 ' and the PSC
wanted to sack Lewin but Fraser forbade it. The smear campaign was successful
in diverting attention away from the pay-fixing issues at stake, and eventually
had a significant bearing on the outcome of the salaries campaign.
A key issue for the PSA, as it had been when the government had proposed
a tribunal five years earlier, was the intended salary limit for the Tribunal. The
bill provided for the Tribunal to determine salaries up to £825 only, with the PSC
to fix salaries between £825 and £1025. Above that level, salaries were to be set
by Orders-in-Council. The government declined to amend the salary limit. The
Association was also concerned that the tribunal be specifically empowered to
take ruling rates of pay into account as well as award rates, and to have regard
to changes in the cost of living. The former was of critical importance given the
growing importance of above-award bargaining in the private sector. A tribunal
confined to a comparison with award rates would be unable to maintain
' comparability with the private sector. The government agreed to both those
requests. In recognition of the growing occupational complexity of the public
service, the PSA also obtained agreement from the government that, as well as
prescribing salaries and salary scales for grades and divisions, the Tribunal
should be empowered to define occupational classes and to fix their salaries and
salary scales.70
In the end, the PSA could feel moderately well satisfied with the constitution
of the Government Services Tribunal. It had been striving for a system of wagefixing in which public servants were able collectively to advance their claims,
and have them determined by an independent tribunal. In particular, it had given
priority to securing a statutory commitment to the principle of fair comparability
with the private sector. The legislation met these objectives. It required the
Tribunal to have regard to 'the rates of remuneration, direct and indirect, and the
working conditions generally prevailing in industry' in setting wages and other
employment conditions. Although the Tribunal was required also to have regard
to 'the general purpose' of the Economic Stabilization Act, the PSA could
scarcely object to this (although it did), as its own original proposal for a tribunal
at its 1947 conference had specifically acknowledged the need to take the
Government's stabilization policy into account.
The PSA was, however, concerned over the relationship between the Tribu68 What follows is a very brief account of the Holmes satchel case, drawing heavily on Roth,
Remedy... Public Service Association, pp.124-5.
69 PSJ, October 1949, p.8.
70 ibid., December 1948, pp.4-6.
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nal and the Arbitration Court. The Tribunal was required to have regard to the
Court's Standard Wage Pronouncements and to whatever considerations the
Court was obliged to take account of under the IC & A Act. It was not these that
concerned the PSA, but rather the provision that the chairman of the Tribunal be
a judge or deputy judge of the Arbitration Court, and the government's intention
that the same person chair the three state sector tribunals. The PSA considered
that this gave the government a de facto overall state tribunal, such as it had been
seeking for some time, whilst also linking and subordinating it to the Arbitration
Court. The PSA also foresaw long delays in securing hearings from the Tribunal,
and more presciently, difficulties in ensuring a co-ordinated approach with the
other state unions to matters of common interest which they had to present to
formally separate tribunals, which shared the same chairman and an official
nominee representing the government interest.71
The PSA called an emergency conference in January 1949, to decide whether
the Association would participate in the Tribunal. As important were the
decisions to be taken over how to rescue the Margins and Anomalies Committee' s recommendations. A further Standard Wage Pronouncement was expected
from the Arbitration Court during 1949, and it would be easy for the Committee's
recommendations, which dated back to 1947, to be lost in the adjustments arising
out of the Standard Wage Pronouncement. The PSA hoped to ensure that any
such adjustments for state employees were made on top of increases arising from
the Committee's recommendations, rather than the latter's being incorporated
into the general adjustment. Unfortunately for the Association, the longer it
delayed participating in the Tribunal, the more likely it became that the two
increases would become entangled.
But by now, relations between the PSA and the government were deeply
embittered by the government's role in the Holmes affair, its evident collusion
with Walsh and the appearance of secret service involvement, and the victimization of Lewin and other Association officials. It was very difficult for the PSA
to ease into co operation with the Tribunal, shrugging off these events, as well
as the breach of faith over the introduction of the bill and its remaining genuine
objections to the legislation. Accordingly, the emergency conference called for
the unanimous recommendations of the Margins and Anomalies Committee to
be implemented and backdated to October 1947. It asked for 'specific arrangements' to be made to treat the remaining issues arising out of the Committee
separately from other issues and for an assurance that any settlement of those
issues would not prejudice claims arising out of future general wage adjustments.
Under those circumstances, the PSA would be prepared to submit the disputed
Margins and Anomalies claims to the Tribunal, after agreement was reached on
its constitution and powers.72
Those resolutions, whilst admirable in their commitment to the broad thrust
of the Association's policies over the previous two years, were politically
unrealistic. The government's principal objective in state pay-fixing since 1945
had been to frustrate, first the Consultative Committee and then second the
71 ibid., January 1949, p.7.
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Margins and Anomalies Committee. It had given ground on some of the issues
arising out of those two committees, but was not about to endanger its stabilization
policies, and its political base in the FoL, by granting the increases sought by the
PSA. The fundamental purpose of the Government Services Tribunal Act had
been to ensure that. The PSA knew this, of course, but in the prevailing political
circumstances, both within the Association as a result of the salaries campaign
and the Holmes case, and in terms of the wider political balance, it was not
possible for it yet to embrace the government's new structures.
In any event, the matter was soon taken out of the PSA's hands. The Holmes
affair and the controversy between the PSA and the government over the tribunal
legislation had divided the state unions amongst themselves. The rail unions and
the Post and Telegraph Association had distanced themselves from the PSA.
Most importantly, they were persuaded to change their claims to their own
tribunals. They no longer pressed for full application of the Margins and
Anomalies recommendations as the base-line for the general adjustment arising
out of the Standard Wage Pronouncement. Both received a smaller increase from
their Margins and Anomalies claims than even the unanimous recommendations
had provided; moreover, that amount was then deducted from the general
adjustment. The result was that they received only the equivalent of the general
adjustment. As the PSA had feared, the Margins and Anomalies claims, the
centre of intensive state union activity for 18 months, had been lost. In this regard
at least, the government's remarkable smear campaign had succeeded. Nash
may have felt ashamed of his role in it,73 but it had done the trick, and he could
afford his regrets. The PSA had no alternative but to apply to the government
for the same increase to be applied to public servants. It was self-evident that the
Government Services Tribunal, chaired by the same person as the other two
tribunals, would not decide differently.74
The PSA continued to seek changes to the structure and manner of operation
of the Tribunal, and in October 1949 the government, no doubt mindful of the
following month's general election, agreed to a number of these.75 The most
important was to raise the Tribunal's salary limit to £1060 (the PSA had wanted
£1310). The government agreed to enlarge the size of the Tribunal to include two
assessors appointed for particular cases, one each by the PSA and the PSC. The
PSA continued to press for the personnel of the Tribunal to be separate from those
of the other state sector tribunals. The government still believed that a common
chairman was necessary to ensure overall co-ordination, but acknowledged the
need for the government nominee on the Tribunal to be knowledgeable about the
public service rather than using the government nominee on the Government
Railways Industrial Tribunal. The PSA argued that there was also a need for
negotiation before a claim went to the arbitral tribunal, as in the private sector.
The government agreed to provide prior conciliation, if either side requested it.
The other change of significance was to permit the Tribunal to make amendments to its own orders to meet the needs of particular occupational groups.
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On this basis the PSA finally, and ostensibly with considerable reluctance,
agreed to participate in the Tribunal. However, it is difficult to believe that the
PSA was still unhappy with the constitution of the Tribunal after the 1949
reforms. It was obviously resentful at the manner in which the Margins and
Anomalies Committee's recommendations had been resolved, and particularly
with the decisions made by the Tribunal. They meant that public servants began
their participation in the tribunal system from a lower base-line than should have
been the case. Roth suggests that 'the great effort put into the Margins and
Anomalies Committee had been entirely wasted'. 76 This is only true in the sense
that the immediate claims arising out of the Committee had been lost. However,
the wider campaign, and that arising out of the earlier Consultative Committee
process, had been of vital importance in the development of the PSA as an
organization and in its gradual shift from professional association to trade union.
The controversy over the Committee's recommendations, and over those of the
Consultative Committee, clarified for public servants their vulnerability under
existing wage-fixing arrangements. Moreover, they provided abase upon which
to mobilize members and secure greater membership commitment to the
organization.
These factors were important reasons why the final legislation was immeasurably better than that on offer when the government first introduced the
Government Services Tribunal Bill. In particular, it was crucial that the PSA
secured the government's agreement that the Tribunal should consider ruling
rates. As the 1950s unfolded, the gap between award and ruling rates grew
quickly, and without this provision, the PSA would have been in a difficult
position. Also the lifting of the salary limit was a gain of great significance, since •
it brought much more of the PSA's membership within the jurisdiction of the
Tribunal. The prolonged battles of the 1940s were not without reward, and the
PSA finished the decade in a much better position to represent its membership's
interests than it had been in a decade earlier.
The acquisition by state unions of collective bargaining rights and access to
compulsory arbitration differed in important respects from the manner in which
these were introduced in the private sector. Holt has argued that the key to these
developments in the private sector was the industrial weakness and political
strength of trade unions, and the reverse position of employers.77 Unable to match
employers industrially in the wake of the Maritime Strike, unions secured
protective legislation by making use of their role in the governing Lib-Lab
coalition, which depended crucially upon union support. In 1912, public sector
unions were, in important respects, similarly placed. They were not industrially
significant, with the exception of the rail unions, which were already included
in the arbitration system. However, although unions were not directly allied to
a governing party, as the private sector unions had been in the 1890s, the Civil
Service Association, representing public servants, was politically empowered
by the general concern over public service personnel policies. The Reform party,
interest groups, especially business and farming groups, the media, and public
76 Roth, Remedy...
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opinion were alarmed by the personnel regime of the pre-1912 public service.
Although personnel reform in 1912 was substantially their achievement, it also
served the agenda of the Civil Service Association, which encouraged and
supported the process as much as its limited resources permitted. Thus, just as
industrially weak private sector unions hitched their cause to those of others
politically powerful in the 1890s, so too did the public service union 20 years
later.
But in this process lie the limits of what it could achieve in 1912. It was
dependent upon a coincidence of interests between itself and others. Where this
coincidence was absent, it was unable to achieve very much on its own, as shown
by the different fates of personnel and pay-fixing reform in 1912. There was no
politically powerful voice for pay-fixing reform in either the Hunt Commission
or in the parliamentary debates that followed. Indeed, there was almost no
consideration of the issue. Three decades later, there were still no strong political
allies supporting pay-fixing reform. The Labour government was opposed,
whilst the FoL acted more as an opponent than as a supporter. Pay-fixing reform
in 1948, therefore, was a more substantial achievement by the PSA than had been
the case for personnel reform in 1912.
Its success in the 1940s derived from the reverse configuration to that which
applied in 1912 and to the private sector unions in 1894. The PSA was politically
weak, but industrially stronger. Its industrial strength was revealed, not in
prolonged strikes and industrial confrontation, but in the lengthy campaigns it
• was able to organize over several years. The PSA began its campaign as early
as 1943 when it formed its cost-of-living committee, and continued with
membership activity organized around the Consultative Committee and the
Margins and Anomalies Committee. These were remarkable campaigns by the
standards of union activity in New Zealand at that time. There were of course
political aspects to these campaigns, as is always the case in public sector
industrial relations. However, the basis of the campaigns was industrial, as the
PSA involved its members to a degree not known before, and sustained it over
many years.
Its capacity to do this depended upon a variety of considerations always
relevant to union organization, and others particular to public sector unions. The
former category included shifts in membership composition, the growth of
members and therefore of resources, the rejection by the employer of strongly
held grievances, the emergence of new leadership, and wider labour market and
general economic concerns. The manner in which these presented themselves
reflected the distinctive character of the employment relationship between the
state and its employees. Shifts in union membership size and composition were
tied to the changing role of the state in the society and economy. These in turn
contributed to the emergence of a new leadership group within the PSA. The new
leadership was determined to recast the Association from its traditional docility
to a more assertive union-oriented stance. To do so, it had to mobilize the
membership and secure their commitment to a new approach. The government's
evident reluctance to halt the continued erosion of state pay rates became the
chief grievance which mobilized the PSA's membership. The government's
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prevarication was attributable to the fiscal and political considerations which
constrain the industrial relations policies of most governments.
Less obviously, perhaps, the enhanced industrial capacity of the PSA in the
1940s was also tied to the personnel reforms of 1912 and earlier. The sequential
posing of issues affected the emergence of institutional pressure for change. The
establishment of a permanent, national merit-based career service provided an
organizational basis for the development of trade unionism, and offered issues
upon which unions could act, such as appeals, regradings, transfers, and
superannuation rights, and thus stimulate and maintain membership loyalty and
commitment. Moreover, the exclusion of the state unions from the arbitration
system ensured that they did not become its dependent clients, constrained by the
restrictions it placed upon union organization and activity. The PSA then was
better placed in the 1940s to mount major industrial campaigns than it may have
been after four or five decades in the arbitration system. Exclusion from the
arbitration system enhanced the industrial capacity of the PSA and also ensured
that when arbitration was introduced, it was organizationally further developed
than private sector unions had been in the 1890s, and was able to make better and
more creative use of it in its early period.
Personnel reform affected pressure for pay-fixing reform in another way also.
The Public Service Act made public servants largely independent of political
pressures in personnel matters. Moreover, the issues noted above — appeals,
regradings and others — gave the PSA a significant role in the administration of
personnel policy. In those circumstances, it is not surprising that expectations
were raised about acquiring similar rights in the determination of employment
conditions. In addition, the central role played by the state in guaranteeing the
bargaining and arbitration rights of private sector employees also raised expectations about similar provisions for state employees.
Why did the Labour government concede collective bargaining and arbitration, and, most importantly, the principle of fair comparability? The pressure
from the PSA whilst remarkable in the state sector, was not overwhelming, and
there remained good reasons for the government to continue to resist. That it did
not must be attributed principally to the continuous nature of the union campaign.
The campaign was sustained for more than five years, with no obvious diminution in its solidity. The government must have found this debilitating. By the
immediate post-war years, it was already involved in major industrial conflict
with a number of private sector unions who objected to the continuation of
stabilization policies, and no doubt wished to be rid of the continuing harassment
from the PSA. Moreover, both the government and the FoL may have wished
to forestall any possibility that the PSA would make common cause with the
dissident private sector unions. Walsh's correspondence with Nash, referred to
above, indicates the considerable degree of apprehension in the FoL about Lewin
as a potential rival leader of the union movement in New Zealand.
A tribunal itself was not a major concession by the government, since it had
offered the PSA one in 1944. The major concession lay in the government's
agreement to require the Tribunal to have regard to private sector pay rates. The
Railways Tribunal, established in 1944, had not been empowered to do this. The
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inclusion of the fair comparability principle in the 1948 legislation was a very
considerable achievement for the PSA, and it became the basis of state pay-fixing
for the next 40 years. Other important government concessions included its
agreement greatly to extend the jurisdiction of the Tribunal to far above the salary
limits it had first proposed in 1944 and again in 1948, and to agree to allow the
Tribunal to be guided by ruling rates of pay rather than the lower rates in
registered awards and agreements. On the other hand, by effectively scuttling
the claims arising out of the Margins and Anomalies Committee, the government
was able to ensure that state employees started from a much lower baseline than
would otherwise have been the case, and from which it was difficult to recover.
This met the short-term objectives of the government, and ensured that the FoL's
concerns were alleviated also.
The process of personnel and pay-fixing reform in the New Zealand public
sector, from the nineteenth century until the Government Services Tribunal Act
1948, illustrates sharply the political vulnerability of state employees and their
unions. Fiscal, electoral, patronage, and managerial considerations made
governments reluctant to give up their powers in these areas. However, the
continued sensitivity of state employment issues gave rise to industrial and
political pressures for change. The capacity of the PSA to secure change
depended, as Holt has charted for the private sector,78 upon a particular balance
of industrial and political coalitions. In 1912, these were favourable for
personnel reform only, with pay-fixing reform excluded from the agenda; by
• 1948, it too was achievable.
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