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l~ajQr .proble.nt$ have cQnfront$dtha .. NSW black coal ind.»st.:ty in 
th(;l 19808. Tb.eNS'WCoalAssocilat:i.on (1988) reports that 15 mj.l'te~ 
closed. ,in th~ past two ye~rsand :!,500 jobs wer~lost inth$ sa.'ttte 
perio<i.'!he c;o~l companies complain of losses, asset reductions 
and. incr.eased. gea~.ingJ:'at1os d..uata depressed export cOal. prices 
and a depreciating US dollar. c.rhe mininqllnions . have faced a 
ctUninishing meznl)ership bOse and . claim that tbeir tnembers h&'Ve 
sl.\.ffe;:edreal reQuctions in their 11 ving stand~rd., 

one pressUJ:e point 'whe%;-e thQse problems emerge. iathe· prOce$s 
of wagenegotiatlon.Wagerates are cri.tical to all in the 
industry: for the workers, they are a ch.lef determinant of income 
a.nd fOJ: the coxnpanies ,theyfo.t'J! a I'(Liljol;component ofco~t.s I! The 
pri:!f,lsure on wage detarJUnation is resolved at. two levels in ·the NSW 
illidl1$try. . The first. lnvQlvec acentrali.zed~'lfage fi~ing . F.Jystem 
whtoh includes the Conc11iation and Al=bltration COL'mlissi\l)n and the 
Co.al Inc.lu8t.ryTr1bunal, whilst the second level is hasedon.pri.vate 
n~gQtiat.ions. bet:ween owners and, wine:rs ona si.te .by $i te basis" 

!rbeq\)estionaddre$sed.inthisP4peris wbEltber or not the 
cc:)1'nb,t .. nattlon of these '.ietel;'lnination processes yield,s a w8gerae(:! 
which .is economicall.Y eff.1cient. The approAch take:n i~to ccnsider 
the f~~otors whichwouldtlleoretlcally be expected to have an impac.t 
on wag~s.s$t:tnan.o~n.ltU.\rket environm~nt and test.thestJ;ellgtb of 
their influence llllde;c:thecurrentwagesett1ng regime. 

The.pap$r beg.i.ns bY.providing an outline of the cur:rant 
inst f.tutionalmechanismsfor \'18g$ setting" ThE! x;ecent bistory .of 
wagedetet1ninat!on is ~.lsodetailect. Then, a review of the factors 
~"fhic;n wol1ld be expectQd t.o yield clifferenc~:~s inthewageratss paid 
toWC)rlc;ers. across difi",,~ral't. n:il.H-'S is\ given. Wit.hthe$efactors 
providing a theoretical base;] t.};tS f1~fStstaqes. of. an empirical 
analysis of the wagel,~ .. :e$ ~1idin 40 . .NSW~i.nes .in the 86-87 
financial year is expla. ... ,ned. J'irst,the degree ofwcJ,ge variability 
across .mi:nesisexo:mined and then t.he .~elationchips which exist 
between the causal factors and wage rates arentessured • Int.he 
final section. of the paper, some conclusions.are drawn, 
particularly in terms of the policy implications for wage setting 
lllechanisnls • 

Current Wage Setting Enyironment 

The coal indu!Jtry ofNSW .has alw-tlys been plagued. with 
diffic:u.l.ties • Problems became severe in the depression years when 
10S$ of1l18rkets caused a stagnati.onofinvestnlent and a. disgruntled 
workforce. Even through the Second World War the industxy suffered 
fallinqproduction and industrial disputations. Emerging from the 
war, the industry was not even capable of meeting the requirements 
Qfthe.pl!lacetime domestic economy. As a result of the 
recoxro.nenr,la1;ions made .by the Davidson Royal CommiSSion, which was 
established specifically -to scrutinize the industry, the Coal 
Industxy Acts of 19'16 wez;e passed into law. 

The Acts, whi1.:h were jOint legislation of the NSW Government 
and, the Federal Gov'ernment,established the Joint Coal Board and 
the Coal Industry T.l:ibunal. 
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~1'1$ BQax-dwas. X'eqqil"ed to; 

i) ensure the :J;lrod,uct~on Qf coal sufficient for: ctomeJ;5ti¢ ilnCl 
Qver$eas trad$ demand$; 

1i) develop the .industxy in the PUblic .inttu:est ;4nd., 
iii) promote the welfare of workers in the, inclu~tnr. 

. tAuatrallan GQvernment, 1946] 

The ~r1bunalw&s 8fJtablished as the industrial rEilations arm of the 
Act~andwas taskeci wi.th the conaiderationand (ietarnUnationof 
industrial displlt~s (or any other tnatter' of industrtal x:elations 
d,eamed by the ,Board to be', in.tbepubliC interest,). ,Under'the ,Act 
it has been the role of the Tr.-1bunal to determj.ne tne award pa.i<;lto 
workers .inthe industry. It therefore acts a.part from 'the 
Conciliation and Arbitration Commission, yet all powers granted to 
the Commi.ssion areconferJ:"ed on the Tribunal by tbeAc.t. 
IlRpo:r:tantly" however there 1sno right of appt:lal against a Tribuna.l 
decision. 'l'he 'l'r,ibunal i$ one. of only two speciali$t t1;ibunals not 
pre$entlyconstituted llya member of the Arbj.,tr~tion Connnj,ss.ion. 
D~cisions hanClect down by tbe CQl'llnli.ss.,ion !nnational wage c~ses 
cover the awards admin1stered by the Tribunal. TheTribunal 
tbereforeac:tsbeyond tbe poweJ:'s of the Commission. 

~he Tribunal itself consists of only- one person who is 
specified in t.he Act a~ Ita practising bar1;isteror solicitor of ,the 
HighCouJ;.t or of the Supreme court of a State of not less then 'five 
years's.tanding" (Section 30). Under the Tribunal there are 
appointed pEi!opleto .act as Local Coal AuthoJ:"ities who have power to 
s~ttle local industrial c;1ispute.s or refer them or tQthe Tribunal. 
At. the individual mine level, there can also be appointt.\l({\Ulderthe 
Act,llM!neConc;iliationCommittee. It is the role of fluch 
C!omtnittees to deal with industrialqrievances at their own minefJ, 
~nc:lif neClssary,to, refer the matteJ;' on to the Local Coal 
Authority. 

The current institutional environment for wage setting in the 
J.ndl-;stry isthere£ore, one which involves the Award being negotiated 
thJ:l ~ugh ,the Tribunal with the Conciliation and Arbit:ra.tion 
Com \lssion having an i:mpact through National Wage Case decisions .. 
D1s1 utes re9'a~ding the Award, can be dea.lot wj.th at the. mine level, 
:through the Mine ,Conciliation Committees, at the district level, 
throtlgb the Local Coal Authori-ties or at the state level through 
the'l'ribunal. 

The complexities of these institutional arrangements can be 
appreciated by a brief analysis of two recent Tribunal decisions. 
The f1rst has become known as the "Productivity Decision" and was 
handed down in May 1986. 

In October 1983 the mining unions sought a flow-on of the 
National Wage Increa.se granted by the Arbitration CommisE3ion in 
September of the .same year. The Unic:ms agreed that in accepting 
the 'flow,....oil, they would agree toa Set of prinCiples almQst exactly 
the Same as 't;heCommission' s wage fixation guid~)-lin,es whicb had 
~en es.tab11shed under the Hawke Government ' s Accord,. One ~Jf the 
prin(:~ples agreed to was: 
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ifuppn application and. not befo:re 1985,. the Tri.J;nmalw111 
cODsid,et; wbether anincreaae in wages. and s~lar!es orc:hanges 
1n CQndi.tio:rts;ot EamployXllent shoUld' be award~d on. account of 
proQuobivity" 

Hence·,in late 19$5 ·thaColBbineci lJin1nq I1nl.0ns (CMU)serve<ia log 
ofel a.1msto the Tribllnal based on parcel v~chilnge$in indqst~ > 

p.roductivi ty.> What.resul t~ waaa b,j:. tte);:, 1nc;tnstJ:'ialconfx-ontation 
thatwatiJ finally .. re~olved. J;n' ,Hay '1986wl)en the Tribunal awarded 
a,u}')stantial b~nefits to them!ne. woX'~erfs ",The d$t:,i$ion was handed 
down only daY'll.· afterthes prime Hini$terhadappeared Qnn~tional 
tel~vis:i.on appealing for wage restt'aint; flndagain$t a backdrop of 
lDine cloBu.res,flnd . .i.ndu~try 10$89S. Tbe case doesshoW'thOWEiV$r, 
the re-lationsbipwbich ~lI;isted betweet~ tbe C«runi~aionand th~ 
Tribunal; the'lribunal 80.tlght 'tile gui.dance of tbeCommis$ion on 
1l12ltters withClll economy.-wlde background t but.X'etatneditfJ 
,ind$pend.en1:.#~t;tpplementa:ry role in coal i.ndustry ~pecif:lc tnc;ttters. 

The second dec.isionwbich was handed down in 19S5, ll\ark$d an, 
;i.lnportanttuJ;ning point in. the history of.tbe'lribunal,.andpoints 
to its fut'Q.r~ role. The packgroundto the d~cis.ton began .in 1987 
when the Mine Deputies and Staff acceptad the principles.Qf· the 
two-tiered wage system, and so gained the flow .... on fJ:Omthe National 
Wage Case. The otl1~rm.irte1;1lliQn$ ,represented by the Nat,iQnal 
LiaisonComndtteEl rejected the two-tif;lreq system. They~u:;9"~ed that 
hard won Awcu;d cond~tions would be lost i.n the negotiations ov.er 
WQrk-practice$ .required to secure the second tier of the National 
WageCas~ ris.e ~ 

Th~ result of this X'ejection'was tbat the Uni,ons \t'ereforced 
back to dlre('!tnegotil1tions with 'the employers • Given the problems 
of low prices being f~ced by the mine owners, negotiations were 
ba.s.edon thEleconomic issues of productivity andworkpractlce 
flexibilities - exactly th~ type of negotiations the unions had 
~oughtto aVQid by rejec1;ingthe two-tierecl wage increase. The 
negotiations were .held in anenvi'ronmentof industr.." restructuring 
and. were therefore flavoured by the. need for substl'''7.tialchange. 
Wl.th the decentralization of negotiations, workers were less: l1bIe 
to wield industrial musclaand so .considarableadvantage was 
afforded the mine owners. lmportantlyhowever ,the basic 
condi tlQnsof th,' A,... .. l1rdwere not amended.. It was the above-award 
eleDlent in am!ner's Toia.qe. package that wa.s reduced. Tolerance 
times and production bonuses were cut. New work practices, allied 
with th$ introduction of new technologies, were begun and with them 
camEl reduced manning levels. 

ThefSe .changes in above-award conditions, coupled with the 
foregone National Wage Case benefits forced the unions bacl~ to the 
!t't'ibunal in 19.88. Follo'Wing extensive hearings, substantial 
indust:cial disputation and a warning from the Federal and State 
Governments tha.t, if the Tribunal did not bring down a decision 
which fell into .line with the two-tiered system, it would be 
disbanded, major changes in work practices' were introduced in to 
the Award. 

The decj.sionhanded down in 1988 by the Tribunal marks a 
~ .......... ", ____ .t_ .... "''''.+1..6 fI'l~;h"ft."fIIl 'hi a~nrva Tt. reflects the pressures 



winqplacedon it tocon,f,orRl. wi tn~nctust~ialrEtlatioIlQ practicae 
in,the' re~t of the ",eonomy 10 Hore and .l1\Ore I, the, special 
clrcUJn!,itanc,ls,8upposedly evident. ,in; the cQal inc1ustry, axe being 
doubt~and the need for t.be 'l'rlbunal ". very exlatenceies,beinq 
queat:i.oned. ~thermQre"the d$ci,s.lott'reflect8 theecon<.">llic 
pX$8$UreS being ,~acQciby the indu$try. 'l'hepreS81Jrees' :fQr cbange 
,,"h1eh WEol:(9 beillg exer.tedon over .... award po,ym$nt.wereeventual.l.y 
forct.lCI hAck. $ventothe A\fArd. 'l'henext sectlQn of tbispaper 
provide$' $OinE' det~11s o~ these pre88~es. 

hctorl. ner·erm\ninQ' WAges 

It is clear f;rom thepreViQU8 section thatinetitut.ional 
factors play a key role in the formation of wageQ in, theNSW Coal 
industry • What 1s less c:learho~veris whether o~ not the wage 
,rates determine<i in. thatenvirolUl1ent al;e those which would give 
~i8G toanecQnomicallY efficient; indutsb:y. :tn thiS section of the 
papex:, the.nQll-infSt1tutional latour.mar.lcet.forces which WOuld 
,result-in d!fterent wage $ bEling paid in diffe~nt coa1mines are 
analysed. '.l'hf'~'canbe subdivided ,into demand and supply factors .. 

A,pr,of1t.aximizing. firm t s demand. for any .input, labQur 
included, will. "depend on the prices of inpu.ta and the parcul'lu:ltere 
Qf the.productionandou.~putd~ndfunctions " [Go-velle il1r4d Rees, 
1981"p. 368J. Specifically,ndneownerswl11 continue to employ 
lJ,loreminera . until theirxnarglnal rsvenueprCX.iuc.t (max:ginal;-svenue 
~ultipl.j.ad byntaX'g'iDtll. p:rodue.tlfalls .to. the wage rate be!ng!?~!c1. 
Because different JllineswJ..ll haveciifferent production 
~haracterJ.8tics and will beproQucing coals of.differing values, i.t 
could be expected that each mine wouldhavtl a distinct demand for 
labourfunc::tion. 

Thex:e are other factox:s whieh,couldproduce d.ifferential 
demand ft)nct,ions across mines. First, the cost of others\lbsti tute 
an.d complement inp\1ts.. The IIlost important input, whicbcanbe a 
sUbstit:.\1tefor ora complement to labQuriscapital. Because 
dlfferent. min.es wil.l be" a8soci~ted with different .level$ of risk 
and their owners will have different gearing ~atios, the cost of 
capit~lJll,ay differ acrO$S mines. 

1u$sOciated with the cost of labour is the reli,ability of the· 
labour force. The effective.cos.t of labour can be much increasM 
i.£ workers engage. in' lengthy periods of industrial disputation. 
AccQr<iingly,the demand for lilbour may be differentiated across 
~e8 .b.Y the amount of time lost due tQ industrial action by 
worker~. 

Gll12J;i/.y f4t;:,ton' 

The amount of labour that workers are willing to supply is 
fi.rstly determiru:."<i by the wage. package being offered but is subject 
to influence from other factors. Workers' preferences between work 
and lei,sura are .4 chief determinant but this can be assumed 
const~nt at a. particularpQint in time across the State's mines. 
However, the safety :t:.tsks associated with working as 4 miner can 
va~ybetween mines llndthat. can .i.nfluence the s.upplyof labour. 
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Thi... jf~ctQ:r i,cloaelyalliedto; the woJ:'klng con<ii t1onse~1E1tug,1n 
a21Chl'-1n$. Also,tbEJV$Qgrapb1cal X'elJlOtenelUs of a 1Qine,cQuld 
affec·ttb.Q Willingness .of .workers to . offer: their 8ervJ.C8a. The 
ae~j,ces prov.i.d.~,at:tharesj~d.antialarea8,close to thelline. sl.te-
.bopr~t .• choOl. t transport,. l$eniceqstc~· . "" would.cQJlplicate a simple. 
J:elat;i.Qnshtp bet.WEl.nJ:Ql\\Otf)n&ea and. laboU}! supply. 

Tb$ss: factoxs: are relevant to indiviclu41Jdn .... fShQ'W'evereac:b 
ltdne: doel$not. hl4v~ a,. 8eparate~".1pply of 1.abotU: ... there .r9 
$;nterdependence$ aero". 0:11 JDinE:US resulting .froa the pXOCGa8 of 
¢b1trage ... , 

H£ners arenC)t all ,inmlf)blle,lP\d ca:n. be ".t.trac1;edby wag. 
di'f.fet:entials .between :minet; .aowevex;,i t isu,nlikelythat 
.arld:.trf"ge- w111 eliJ:rdnat.~lldifferences in wage.; ac:;rOfU$ .~ne8 • 
'1'llefact.ol;sllffectlng8upplyand'daan4 ~~.le~ve .~ d.lfferE;tnces . ., 
rQr inBt~(:Q, the, wage di:fference between. ··~remot~ rAne ~nc1 e, 
central mne, c::etat:ufJ paribus:, will .represent. the diffeX'encef~ce<l 
bya\iners ,tn the.tr costs of .11 vJ.ng, /''-llcluding any payc:hic penalty 
of remotenes~. 

'1illgg. piff'erenges 

WlUltJttheabove an~lysitl, $uggeststhat w~gediffe:(ential$ 
wil1exJ.st. Petween mines, tbe inst!tutio)l~l envirODInent is one of a 
single reg-meo£: wag$ rates pald flCrosS. the entire .industry.. The 
firstlJtage of tneentpir.i.cal study of wages in theNSW black coal 
industry is therefore. to; d~te;rmine.whether therelJlX'8 s.1911ificant 
clifferential~ in the', wAge rates. paid acro.s,linea~. .Howev.ar, )lefore 
that task C3.n bQ ad<il;'esse<i, the "wage rate" 'needs to .b$ examined. 

The,structure·of wageS .paid. in NSW coal mines' is complicated, 
but c;:all b'4sicallybe s\URD18rized asconaistill9 of three components; 

(i) ordinllry wage; 
(i1) overtj.me'wage; anc:l, 

(1i.1) bQnusPill'lll9nts. 

The ord1nary wage is. that which is setout in the Award. It 
consists of 'the basic awa,X'd.rate and paYIllentfS of specia.l allowances 
f()z: partlculartasks or difficulties .incurred including dirty work, 
e:rectioD, of scaffolding ,first aid, .high work" longwall duties and 
transportation., The Award alsos.ets out. the. hours. to be worked. 

If work is reglli.l;'ed beyond the Award specified hours, .overtime 
is paid • The ra,tes· for overtime are alsQifSpecified under the 
conditions of the Award Dutthe number of ho~rs worked is at the 
dtt1c:~etion of the mille OwnSl:. 

Bonus payments 4ave traditionally been outside the provisions 
of the Award, h0W9T1eX', the Coal Industry Tribunal's productivity 
decision in 1986 i,included the requirement for bonus payments to be 
indexed. Despiteuis, payments made by companies on the basIs. of 
production have lllllUCn. greater degr.eeo£ autonomy for mine owners. 

Ditta on NSW wage rate$ are collected by the Joint Coal Board every 
year over A one week period in ~ay. The data used in th.is analysiS 
WEtTClCollected in Hay 1987. The QUIlllllary stat.istics of these data 
a,:e displayed .in Table 1. 



Av~~ag$; we,ekly GrQ8sSU.,..fn.ge 
- Total (AVGE) 
- ;A,war<:l ·(AVORD ) 
-'·Ove~ilT1.~ (~VOTnm) 
- .Bonu8(~Vl:lON) 

AV'Etrage Sou:rlypay Ratsl 
-!fOtlil (~TB.) 
'1"" Award .(ORDRATE)~ 
- Overt~.me (O·IBiliUl.T~) 
-Ovatt-.,.wa.rd (EXRA'l'!). 

Mean 

846.32' 
522,.35 
104.92 
~18.32 

23.,86 
16.,16 
:24.58 
9.07 

S.tandam 
Devi_tion 

la3.11 
34.21 
39,.51 

107.85 

3.68 
1.67 
3,.58, 
2.97 

Source: NSW Joint. Coal Bo~rd 

coeffie.1f;int. 
of 

Variatton 

14.55 
6 .• 55 

31' •. 72 
.9.40 

15.42 
9.,96 

14,.56 
3,2.7S 

~G .. f$r8t.t:r:ik1ngf~.turo of these data 1.8 that 'thEtpayments 
_de .. und~ thea.ward in ,~y 19871U1d~up .8.. ltttl." ov.,r60~ of total 
gro{',e earnings. ,'l'he .over~award payment. made,,,. contprising overt title 
andbonuf$pilyments; wereclordnated.bythe bonus . component.... The 
.tmJ;fl icat ion, of this .is that even under t~e in8titut!9n~1 X'egime of 
thr:JTr1bQJl'll and the Arb! tratiqn COnp:U88,1on,tllere ,is' a 14~ge 
propQrtion .. of tbe w~g~ Pl!ck.gf) paid in which tllemlne owners have a 
deg~_ offle~bili.ty. 

The outcome of this ·flexibility iQthEt second imPQrtant 
f$$.t;'Q.te of 'I'~ble 1. The coefficient .of varj.ation - the~atiQQf 
standaJ:d dev,i.a.t,ion to mean as;apeX'c.entage - indicate" variability 
,~elat:.f.:vE';Jto the overall .gn1tllde. of the va~il1ble ~ing measured. 
It thet'efox:e pX'Qvides '4 means of cOlllPAI."1ng v'lriabilityacrQ8s 
different variables, the task at hand in thi.scase,!'or bQth gross 
W'f)e)cly E;tatnings and: hour+y rates of pay, the, coefficient of 
variation£ortbEl a.Wlt,x:'dcOJQponent is lower than eltherof the other 
co_panante. ,For gross wee~ly. ean'ling8 t the award cOlllponent's 
cQElf'ficientof variation 1., les$ than balf that oftha, total 
eAt1;J.n§~. . The variation ill QvertiJQe payments f' and especially bonus 
~~nt. are comparat,i.vely'. 1a;r:ger.. The bonus earl'linc,;J8 standard 
deviationi$ abQut 50'0£ 1ts mean. Simil,.r diffs1rences 'lre 
apPlrent in; tbewage ra.te Qtatist.i.c$ .• 

It :£.cleaJ:tbe:reforettbat even thQugh awarct payments are 
l:'eA8Qn4bly c;ons,i.$.tent across all minea, there 184. substantial 
fUIlQunt oivariat1on 1n total earning$formlners across the $ampled 
minEtS. The. v(lr.i~,tion is brought about because of differences 
ac;ro •• aine.in; the Qver-aw~tc:l paYInents. 
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_1,*iJ,l~~rllAs;O l)if~,:renti,;J.4 

Gl:ven. t hat. 819n1tlQant4iffetence.~n W'lge tate.aand· l~V'ela of 
·eax:ni.nq.· <!geust; ~cro~u.NS"· »l~ckc:oal~Eus .. ithe :next ·tllsk1n 
tlU. •.. analyet. !$,tQ'Qite:rIottne. \tfmtfaetoJ;l8Clr:$a~$tbe .• edlffeJ:'ence. 
,~d. whetberor notth$ .tletePd.ningf.ctQ:r:IS. 4lea. thQI;f.Whlch. would 
gtV'e 'J.:;,tIS.e to dtfferQDt:Lal 'Wages in an open D)llrket. 

'. . . Data ):$l.evant
L 

to. the, facto~.hYeOtherd~fl.~, . to' llav$ ·a 
dtff~r.entj.~t.:1,ng; .~fec;ton wagE)& diBell$.ad eall:'ltel:' .. 1n th1Spape~ 
~e collected. for 40 NSWl'Qi.ne8itTh.pl:iu~.o\l~c.e .Qfda.1;a .• s 
the Joint coalBQar(lls 19,$$-81' COllecti~n of fo~niqhtly 
atati$t1cal l:etUXU$ a\1bmttte4 by -.1ru~. Qwnf.'t.. for ,ea,chatne.,.. Som. 
ofthQ,d~ta,.al?~ax'.tntbel Board'$publJ.cAti.Qn 'Slack Coal in 
Al1$tra'll& 1986.;;-.81 f whl1.c't. ·()tl\e~.we;r~ pX'Qvj.ded cQnfltl$l):tially 
di,r4ilct ·f~w:.ne~etutm$~ -rop~e$e~e. the eQnf!d~ntia>litYQt the 
d~t_l.al1. analyses have ~nrepoJ:ted .tn~gg~Q.g'~tEldfo%11.\., 

Tb~ VAX'~~lqG, used 4rel 
Aver~gepricQ ,rec:~lvecl at the ,mj.ne.fo~ coal outP\lt (AVG~) 
Ou~PQt. ofsale_bla, CO$lpe:t-,-:Sh,1ft wo~}(ed(l>aOn) 

~ The .• ult~p11cand of pr.tce and, :prQd\lct1'Vity (,PBYA) 
Sale~lEt co~l ou;tpQt(SALCOA.tt) 
ThKJlCapitalexp«:inditw:e over the p01!iod 1~8$-SS (ES~) 
Han,}).QUX8 los~ du~ to indu$txiill 41~putes(KANLO$T) 

"!" I.O$t tlJne.1nju~i~. ('LTI) 
Hour$wol:kedin the ,u~eYW$$ktHay 1987 (ALtJIRS) 
.l)1.lt4nCe(~)f~m: ~ne·to closeat, of$ydtu~YtN$wqa.stle 
o:J::Wol.long,onq(l)lS~) .• 

!rh~ ~ir$t analys1~und.e;rtaken t.o explain d1ffe;tent.itlll$:DetW$en the: 
abQve ... a.~ components o~the wage rates and earningsa(':rossJn1nes 
•. $ t,o ~88e.$*, thes.unplc:tPear$on corX'elation. coeff.1 "'i.~!'-t::.B • The $ 9 
~reprEusented 1n ':able 2 .. 

~'l. 21 t:Qx:;z::el~t1gn _tX:~I~ 
PearSQn Cot'J;:elatton CQeffic:l.$nta 

(~rQba.b:i.lity >1'9.1 under Nalrno :III 0) 

A~ 0.00. "'t'A SAIoc:ou. J.~TCAP ~ t.!tI OUT ~ms 

~gt" 

AWS ~(,O$ .. 415 _'.3 .,,,2 .0' .151 -.311 ~202 .2,1 
( .. $1) f .. i>l) hOOt (.00) ( .. 0") (.as) ( .. OS) (22) ( .. 15) 

~VQ'tl"'. •. 27' ... 08', .26' "".0,2 .. 1011 -.170 -.2PO ~188 -~02' 
(.0.) (".'0) (.0') « .51) ( .• SQ' ) (.~') (~22) (.48) ( .eCi) 

AVIIOiI ... OltS .3'0 ,551 .4&7 .341 .195 "" .. 111 ... t52 .. U' 
( .. 13) ( •. 01) (.00) ( .. 00) ( .. 03) (.23) (.2$) ( .. 3$) ( •. 23) 

".ga.r .. te •. 
~. .... 212 .. 631 .iU .730 .461 .183 ... U~ ~221 .1" 

(.11.) (.00) (.00) ( .. 00) (.00) (.~') ( .• 01·) (.l'~ (.30) QVI.'.IA'f. 
"" •. 2 •• .455 .. '3'1.3 .·\20 .... " .Ql1 -.U7 .310 -.025 
(lOU). (.OQ) (.02) ( .o).} ( .. 00) ( .t2, ( .• 00) ( .05) ( .SQ) 

'~. ",,~O4~ .'22 .6.1 ...$5" .'I2 • .1.'4 .. 0.303 .207 -.115 
t •. 7 __ , •• OCH (.00) (.00) (.01) ( .31) t .Q$l t .21) t .30) 
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'PrQduc;ttvtty i,' ,c;l.arly llfactot' which illflueI\cea. the "?l~. 
P41d.at the. JI1t\e •. Clurvay~, •• a~ 1:he .prQC\uctof llX'iC:f:land 
pro<iuct1vlty and ,th.o"tputof.al.e~blacoalf;. .aawev$r, the,s 
~actQx."., 4%'Q theaaelvee8tX'Qllg1yco"elated..to.l1c:h, othEU:, with rho 
coefficient. betwe.ll.. 60anci.QOl! 'l'heproblQ of .pur!ou. 
CO~:r.lllt1Qni1S, thl1. Gv~dent. .~t. WQuld appea~ that th.tX1lecaus~l 
f.ctoX'bshind th~X'ell1tion'hip.. i.the • .ta~of thell1nea 'outputs, '" 
1!he larger'tbe .tn.,. thG hightartl\ElPrQ(iuctivity (~ho •• 77JP
.00) .~he .c~pttal .1nve.~nt, in A,Jtineis ~l.o: r(fla.t~po'.1tively 
to 'wtl.gea,.hut again.,. thfit relationships i.: unct()ubtGCl~y .ep~.i.o\u,.to 
Jll1nea.f.,ze. 

NQQtl\er cleArcqt t$imple .x-elationahipa . can be .8stohl1ahed. 
(~part froa,an inverse xelat!QJ\lbiP. 1>et.WfJ8nJlinfll .• afety ... · ~urI - and 
t1t~ wage ~ates"Which is, opposite to' that expectEld,) t but fi»hat does 
'not exclude the,pqaatb.flity 'oi ;aQrecomplexin~eract1Qn.~ To test, 
for ,th~tP088ibility. amultj.ple. ,regx:$8!fion anAlysiaWA.a, pE!rfo~ 
and t~e .~sult.; of:thata~eQi."lay~t;linTable '3. 

TAble 3' 8W.l'1'A11;l.OP Anol:~",ia Coaftfcj.ents 

·~t Ind.pnPant ve,r.$.ab~ •• 
V41r1~· CQnatQ~· &~ .PROQ l'.y& .• ~ .. ~ 
A~ '2. -1~22. -2 11 01 0.40' • Qot .001 

($~U). (,,..0.3') ( .... 3&) (2.40). (Jt"O.S) (1.12) 
A\1'O'fld ... 2. ... 6% t.70 5.11 ... 0 .. 02 ... 002 "OQl 

( .. 0.") (1 .. '1) (2 •• ') .. (-o.U,) (2.81.- (2..40)" 
a~ 1,04.'. -3.41 ... 5.42 o.,~ 0.001 O.O~l 

(0 .. ,,) (-1,.01) (.' .. O~'3) (2.M)- (0 .. 3, .. (0,51.;, 

~~ 22; .. 30 -0.01 -o .. ao 0.01 0.001 -0,,001 
(7 .. 54)- ( .. th18) ("!'1 •• 4) (1.'5)- (2.71). (-0~4') 

t:.'ftlI:IUJ 21,.&1 ... 0.01. ~,Q .. 20 0 .• 01 0.001 -0.001 
(S."),. (o.oa) (0 .. 89) (-0 •. 70) (-0.28) (1.,,)_ 

'mtAT& 3.17; .. 0.005 ... Q.05 O,C)l 0,,00 ... 91 
(h35) (-0.f3) (-0.38) (2.Sn- (O.U) (1.02) 

t-Itatiatics .in br{1ckets undex: coefficients 
*SignifiQant at :the 10' level. 

'~ . 

".QOt 
(-0 ... ') 

"'O.O~ 

( ... 1 .•. '2). 
0.001 

(0.10) 

o "C)01 
(1.31) 
0.001 

(O.GO) 

0.00, 

«hOS) 

l.'U OIlY .ur.mtI 

-0,04 ChOU . •. 007 
(-.1J) (.20 (0 .• ", 
.. O~Ql 0 .. 05 0.01 
(: .... 1'. (o.n) (2.,5,.. 
(hU ... 0~Q2 O.O(u. 

(O.~') ( .. 0 .. 1.1) (0.2~) 

...,.0.001 0.OQ1 .. ,0.001 
( ... 1,.20) ~O •• l) ( ... 1.") 
.·o.ln 0.OQ1 -0.00 

( .. 1.23) (I.S8) ( .. O.O~) 

0.00 0.00 0.00 
(0 .• 28) (0.01) (0.3') 

a~ 

.5' 

.U 

~'2 

•. 11 

.45 

.57 

I' 

"0:2 

2.8 

2~4 

"I.' 
2.7 

4.3 



'J!he xeqres$;1onequatJ.ona .reconf 1rm.thes1mple cO.l;'re14t;i.on 
analysis~ !fhe ".r.lablea Whicb~xe8i9'Oificant in.tb~e8tj.mated 
equations are p.t:e<!oadnantly ·those ."bleh are rel.,tecl t.O the. si.zeof 
the. JJdne. '-'be only other. va~iable.whtcb i$ aign.if;1cAntwith 4ny 
:cegul",rity. lathe can$tAnt,..Hc>wever the analYfiJiB i.G.largely 
Wl8~ti8fac.toxy in explain1ng tbe wage and earnings dlfferentials, 
and .18 ,not i:atprovecl significantly by al.tering the £\Ulctional foX'Dl 
Qf t.be eqqat.i.onSQxbl' o1J1it.ting the ir.J;elevantor Ul.ult,1c.ollinen 
independentvar!,oble.,. 

A possible faQlt with. the .multiple regres$ion ilnalysis t8 tha.t 
itf~118: to account: for the simultaneity in. the; detexndnation ()f 
wagefSof the: supply and dQIEland £0J:' labour.. 'l!o add:J;asJ!SthiQ 
ptlssibility,2.two .... $tage le4tlt qq'lJar(!)s esti~tiolls were ca~ried 
O\lt. ~h$" aj.multaneous£lq.llation. 80 f.)$tim~ted. are I. 

i) OVflXCllll wagEt l:4tee~ttlDatj.on 

Dimlond 

ALLRATE: )II 18.36 • ...,0.001 ALLHRs + 0..001 ESTOAP + 0.001 XANLOS!C 
(4.57) (-O~59) (1.24) (0.&3) 

+ 0. •. 05 AVGP: +0.18 PROD + 0.002 PBYA 
(0.23) (0.78) (0.16) 

a2 •• 43 F ~ 4.02 

SllPgllt 

ALLltil.S ;11\ -16:)10" 2+ 86.9.1$4 ALLRA'l!E + 21 .. I3L'!'! ... 13.08 DlS'l' 
(-2.18) (3.0.8) (3.77) (-1.33) 

R2 = .35 I • 6.24 

1i) .lJ:)ove at~2u:d wage rate est1matiQn 

pemaud 

Exa.ATS' =- \~.OS+O.o.Ql ALttHR.S -Q.Q01MANLOS'l' + 0..0.01 ESTCAP 
. (1.70)· (0..37) (-0..13) (0.55) 

-0.07 AVGP -0.0.5 PROD + 0..01 PBYA 
(-0. .. 53) (-6.39) (1.7S) 

a2 •• 55 F - 6.6 

Sugpu: 

,AIJ,dmS - -30.64.6 + 910.99.EXRATE + 22.S411-L'l'I ... 12.55 DIST 
(-0.75) (2.55) (3~26) (-1.24) 

R2 -.31. 

(t...,.jStatistic8 pr~Gertt. 1nbracket$ under each coeff.1cient, with 



Iti~gJlif1c~nce: ~t the. 10' level .;tnd1cateclby an 4staJliek ~ ) 

Nf)1thet9ftbtq· . PA~t' ofsiaultaneouf equa,t;LQJla ad.$qtta"tely 

e.tj~l1lAt~. thEt· va~i.tionj.n wage rate oll.$exved adro.. the $~unpled 

l1inEl.",tih.i..lst . the "upply e~atl()ns dlapl_y. the. an.t.1QJ.Pllte(iaigtls 

onth$ ra;te.and x--1$k .c:~ffici$nt~ ,which arebQtb 8j:gntficant.,. .Qnly 

a.em~ll. !pottion oftll.v4l;:'illtlQnis expl.ineQ. -.rh$ only 

algn;Lfic~nt .in.dePQndentv.rJ;.abl.e ~nthe <1ewlnclequation . 1 •. the 

c;:ont1·tantr~ t~o~lt(iJrnat!.ve·fQrmulAt.1o
n Q!theimooel could .})e devj.tle4 

to ;U\l,P;-ov!Eltheftt.. It WQuld appea~ thereiore tbatthElaupply and 

demaJl<l: ~8e<t va~ial>lfl8. incQrporat~ 
tn the_odel •. ca.n explalnleluJ 

tbanhalf oftheW4ge var.lab1.1j.t.YQblServ~.. TIl!s Utplies. that 

Qt1\el:' variables whtchat'e oign.i'f.l(';~nt, ~ne"plaining: 
. wage 

"@l:!a.tbiltty bave~fan Oll\'Iattt.fl4 fJ:(>nlthe~el ~ SQek.ing. thEUJa 

vaX-!4blEu5 ~nclQs.tabli8h1ng ";he~~ fJigntfi,cilnce w~ll formthen$l(.t 

~J:t Qftbi.8. onqc)1ng ttnalya!3. 

CC)nclml:LQn~ 

~rb.Qinsti tutj.orutl. arrAngeJnent. fO:l:the aeterIll1nat.i.on of' wages 

1ntheNSW BlackCo$l inqust;ry hav~an.j.mPQrtantefJ:eet1n: 

~ali~lng awa~d, wagst$ ACr()8f$.tnines. However, the aWc\;;G c~m~~nent 

oftQtt\lea~ing$ .is n()t dominant. ~onUl$ ~nQov(i,rti.1ne pa}'l4s1?.t.a ~J:e 

bQ·ths!gl1ificant in the Qompoaition Qf total ea~tnga., Gl:eatto1r 

v4t'lat;\.on. 4¢X'oS.,~nes j,sobae;ved in the aboV'e~~waX'd cOUlponents, 

'llAd it would .appeaxo theref()~ t.natm1neowners have greater 

discretion .in th~il:"paYJ;lle.nt. 

~ha attempts. tQ;expli!1.n. the vaX'il1t1on ob$erved. in the$e ove~

aw~%.<l ~Y$8ntt$ llIJinw fact-atl
' whi,Chwo'qld impact on. the 

de'~e.;Ql\iuation of wages in an open labour market outlined. here f .ltllV$ 

~t lIltt. limit~ .t1cces~.Wh
118t 1t WA$ eatabliahecltll~t the

l~~g.erthe Ol.ltpu.tof salr"\l)le coal froJll A mtne, the 111rger will 'b$ 

tb~, Qxt$:t\.tofeaxnings, 1t\QX'e complicated an.~lysill o.f the 

relt\tionlll.hip$ we):'e leas conc::luIl1:v~. 

The analyse a do how9veJ:prQvide A good basis for further 

:;re$earch,. 'the hypoth$sis that mtu:ket forces pl&y .~ signtficant 

role i.nth$ determination of wage variab11tycan b$!urther testnd 

i.nthe ligbt o.f these. re(!ul ts. Itha~ nowbaen shown that the 

mar~et forces so fllrincQ~pora~ed. .in. the 1\\odel do not e)Cplain the 

.majority of wage vari4b!11ty. But.1t bas also been demonstrated. 

that the instlttltional struct~rehasnot been successful in making 

wages unifom ac:,;ossnU.nes. 

It i,claar therefore,tha.t otper factorll need to be 

1ncoJ;pQrated in the 11'lOOe1 * 8 spe~ification. The direction thj.s 

atu<!y willtakQ 1$ to examillf;) these ft\ctors • Although difficult to 

Eu,tablishemp:i.:r1oally (it i.n nypotheri:&ed that differences between 

tbe ~$ntsellrn.ed At the Vl.\r~.ous mines will have an importllnt effect 

on wagea: Where rents. are b;L9h, wQrkers are in a better posi tiQn 

to eX.tract higher ab()ve award wages than where the rents are low. 

iHany factoX'l$complicate this seenu.ngly straight forward 

r.lationship"Por instance,rent8 can be captured byotheX' parties 

aupplying inputs to the 1l't1n:i.ngprocesa so long as compEltit.ion in 

the 1npu,t market is restric't.ed. H$nce, mine workers will compete 

wltntll.eState Rail Auth()X'i ty, Port Authorities and transport 

WQt~$X'8 tOl:' ony l;enta available. Their 8uGcesswl11 be difficult 
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'to, ,pX'~ict, ,a. 4.t ,'will de~ndon cOlUpaxative ba·C9~:i.nj.llg $trength1!. 

Xf it .1:.$ found: that xent .ee1\1n9 behAV'i()~~ ,\)!l the p~xtof 
,Jni.ning ,unions i8 ca~l~l, of~~pl,~1n1ngthQ8Q f~X" 'unfa~pla.1neQ 
V4l;'.14b111ty in.~agel$aQ~()ss .u.n~$., tben it will be,possJ..:ble to dX04W 
Bo_e, :iJnpo,rtant;'iQ,11eye()nclll~10'n. ,.NQ1;.ably',,, the. l~qk Qf 
<:o.pe,tj.t1onbetrw~~nalte);nllt.ive$,uppliar8of lnputlJ 'will be, the 
pr~t'.r ca,Uf$eQi! etco.nQmic InefficlencY' ,in the il'ldueJt~. 

~hE;)'methot.:to ,be used, to, ,eX81l)ine ~he rent seeklng hypot.bests 
w111 be f-ur'tnE,lr 'lnlaye1s, of co~l :Lndust;cy ai1ta.ThefiX'st bandle 
Qn the e ~l.$ten<;:e ()f:;ent$o,fthe v~rioul" minEUiiJ w111be'~iai a.n 
,analys'i.8 Qfthei1"'~rketa and the,trowne't:ship. Where; a tRine .1,$ 
I$ulljeet "~otheri9o:r$ of int,erna,t.lQnel comp~t;i.ti,Qn, it would bE:t, 
ex;pected,t1'~t ~$nt8 WO\l 1 r.l. be lQwe:~ than whexe A, aUne .i.$ d~t'eqtly 
8tJ.pplyin~ 'it. Qwner'lS .1aQedii\t~, d~~ncla (io;t' trustan(:8,tbeELCOM 
,Jltinea)"" !rhese, "ti$d- :mir.98 wouldcalso .bt~ If'\$s: xeluctllnt to)agJ;9.Q 
'to w~ge :l.ncX'Qa$ea eBpec~Q:\ly ifcoa;lt; .inCrQ~fUUJ can be p48tt$d on the 
CQ!lI$U11lElX'$ of the end p~odU"1t Irelllt1valY(-:)A$tly (SetY a monopoly 
ma:rket with an. inelast! Q d,emancl function). . 

Se~ondly, the analysis CCi~n be ext $nd.a<l by 'the an&ly8i~ Qf data 
cQllect~ for Qthe~ titne peI,:iads. 1n pa~ticull1r, ,dat:a.fo:rth$. 
1987-88 year woul<1providl$ l;useftJl infol:1l\~tion to determine. 1£'the 
'86. .l J:QC1uctivity de.c:lsiof;" bllei any ~pact. on wage v3.J:iabl1ity. 
ltlOrec, lf9r, changing. profitClb!lltJt conditionQ throu(;th time, ~ 
constJ;aatinf,J say the 70~ 8 w~itb ·the80'e .... wot\ld 'pr(.)vlda data to 
enabl$ a~(~mpClr1s1.()n on sittla.1~iQnsof vllrying rent!.,. 

Tentatively, .it can be concludad fl:'om th~ research carri.$cl ou:, 
se far thllt the markatforceQ of l~botJ.r !Supply and demand in tbe. 
NSW black coal ind,ustry ha.vanot been donU.nant ,in tbe determil'lation 
o:t wagEr. rlttes' '" Further ~nalYl5is, which will require a more 
subs1;ant\i,ll data set, will seek to. astablishwhat cauBalfactors 
have so far been omitt.edfor the lllCsdei", In. doing So, policy 
praaor.iptionAJI to ensure a ltlore economically efficient wage 
determination process will elUerge .. 
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