Molesworth & Featherston A'The Loop

Lobby Edition, 26 May 2005

Thisweek we look back at the Budget (and send out a hunting party for the
Government’'svaunted spin machine), outline a battle overwhen 5 percentis
more, orless, than 5 per cent, find the Auckland busdriversdispute getting back
into gear, and finish with the usual media gossp.

The Week and the Week ahead

The House isin recessthisweek asthe party leadershead around the country to
sell their take on the Budget.

Cabinet on Monday:

Approved the Government'sresponse to a Law Commission report on life
insurance.

Accepted the Hectoral Commisson’srecommendation that the main rolls
for the election close on June 17. (Late enrolments are allowed up to
Hection Day. We can find no evidence to substantiate recent suggestions
in an NZPA report that July 30 has been picked as the date. We think
September 17 remainsthe best bet.)

Approved an update of labour market and employment strategy and a
10-yearworkplace health and safety strategy.

Coming up:

Fiday: The United Future Party starts its three-day conference in Auckland
buoyed by its success in advocating for a tax threshold adjustment, but also
trying to hide the fact that two handfuls of candidates are fighting for less than
a handful of winnable placeson the list.
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Saturday: China’s number two ranked politician, Wu Bangguo, leaves the
country (presumably without a souvenir Tibetan flag) and on Sunday Prime
Minister Helen Clark headsfor Beijing and Japan for talks.

Where were the Budget spinners?

The Budget wassupposed to be a springboard forthe Government into the
election campaign. Instead it isnow looking like itsbiggest liability, and we
expectthe gap to close even more between the two main partiesin upcoming
polls.

The worst aspect from Labourspoint of view wasthe failure to manage
expectationsof tax cuts—and aswe noted in ourupdate last week, the
absence of a cleartheme to unite the main initiatives—which have so
degraded the event in the public’smind. We still think “Giving Kiwisa stake in
theirown homes, and theirown country” or such-like wasneeded to unify the
varioussavingsand busnesstax packages.

Once the media had worked out there would be a change to tax thresholds,
expectationsshould have managed, especially to make it clearthat it wasa
technical change, not a tax cut assuch, and that the low paid would get very
little .

Instead, expectationsof a significant move took hold and, inevitably, the 67c
tax cut forincomesup to $38,000 hasdominated coverage, allowing National
to get traction foritsmore sweeping and costly tax cut plans.

It ispossible Budget 2005 willgo down in history asa textbook example of how
not to manage political spin. Interestingly, Prime Minister Helen Clark and her
deputy are blaming the pressbut Beehive media mindersare taking a much
more realistic view.

After several daysto look at the fine print, we still think the savingsscheme, with
its $1000 seed finance, wasan important change of policy direction which has
been underestimated. (Treasury wasnot keen, so we rest ourcase.)

Itisa long time since Kiwiswho are not on a benefit, orotherincome support,
were given a straightforward hand-out asan incentive to acquire an asset. We
also applaud the decision to allow contributionsinto the scheme to be re-
routed into mortgage payments.
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Unionsand employersarm-wrestle

... butdon’t panic!It’sallin their heads.

It seemsthere isa war of wordsunderway overthe successor otherwise of the
unions 5 percent pay push. Unionistsare keen to claim it asa victory but
busnesslobby leadersare anxiousto downplay itseffectiveness, lest it be used
asa recruiting tool by organised labour.

According to the EPMU, which led the charge on the campaign, the vast
majority of tsmembersisreceiving settlementsof at least five per cent.

Itssecretary, Andrew Little, sayssince February it hassettled collective
agreementswith 144 companies, of which 137, or 95 per cent, have included
pay risesof five percent ormore. Fourcompanieshave settled at rates
between 4 percentand 5 percent,and three atratesbelow 4 percent.

“The fact that the overwhelming majority of unionised workersin the
manufacturing sector are getting 5 percent pay risesshowswhat you can do
when you join forcesaround clear, realistic demands,” he says, adding there
were exceptional circumstancesin the case of the seven agreementsthat the
union had settled below five percent.

That statement wasissued to counterclaimsby EMA manager of employment
servicesDavid Lowe that unionsare settling “many wage claimsforlessthan 5
percent perannum” with no benchmark figure in sight thisyear.

“The ©ne size fitsallAvage increase of 5percentisdead in the water,”
he said.

"Old style stand overtacticshave failed; settlementsare regularly being
reached at substantially lessthan the 5 percent.”

Shall we arbitrate forthem? Oh let’'s.

The truth isthe EPMU and othersare gilding the lily by claiming a 5 percent
wage movement when settlementsare fortermsof 15 monthsasa 5 percent
wage movement per se. Take it to the extreme and askifa 5 percent
settlement over two years, or 10 yearswould still be worth 5 percent, and you
getthe point. Inreality it dependson what you get the next year-and so on -
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and the term doesmatter. The longer the term the lessthe settlement isworth,
asa generalrule

On the otherhand, asa heartsand mindsexercise, 5 percentisstil what many
of theirmemberswill see in their wallets, and fora term not much longerthan 12
months.

One section to the court, please driver

Talking of industrial strife ... the busdriversdispute isback in the legal arena with
the unionsand Sagecoach go into mediation.

Yes, we know that severalgood men and women have already tried and failed
to mediate thisdispute. Thistime, the job hasfallen to former Portsof Auckland
HRmanager, Keith Handley.

Adding a certain piqguancy to proceedingswillbe Sagecoach’sapplication to
the Employment Relations Authority for a determination (a processakin to
arbitration) on the ground that the unionshave breached good faith. Thiscase
will be the first of itstype underthe amended Employment RelationsAct, and is
creating a lot of interestin legal circles.

Mole Pole unmoved

The public distain for the Budget tax “cuts’ makesthe next round of polldata
important asa steeron whetherthe election campaign willreally come down
to a dug-fest overtaxation —orwhetherthe public are prepared to put this
asde. We think the general bad headlinescannot but harm Labour, although
we doubt that Don Bbrash hascaptured the mood either. Third parties should
be the onesto benefit.

No new data forourrolling poll of pollsthisweek, so the numbersremain:

percent seats

Labour 42 .94 54
National 35.25 44
Media tattle
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Paul Little, former editor of the New Zealand Listenerand Metro Magazne, has
been appointed editorof ACP’sFQ Men. The publisher hasalso announced that
the infant magazne (two issuesout so far) willbe published fourtimesa year.
That seemsto have a certain logic to it, given that the Q standsfor quarterly
(the Fisfor fashion).

An update on last week’stattle hasbusnessreporter Hlen Read out of the NZ
Herald, aspredicted, but with no current job. MsRead hasdecided notto go to
ASSETmagazine afterall, and isunderstood to be fielding some excellent offers.

Long-time reporter Warren Gamble, late of The Press, hashung up histypewriter
to join the ranksof management at APN, where he isthe new chief reporter of
the group’sAuckland community newspapers, The Aucklander.

Further to our story from last week about the smashing end to the Weekend
Herald’sQantasaward ... a new spy now reportsthat it wasmore a case of
hitting the wall, than being crushed underfoot. We suspect the story isbeing
curried-up and frankly we want no more to do with it. Thiscorrespondence is
now closed.

No such journo-terrorism at the broadcasting section of the awardsin Auckland
last week, we are pleased to say. However, there were some grouchy
mutteringsfrom reporters (including thisone) about the end to the Qantas
awardsforsound and picture folk. They willbe replaced next year by the
sectorsown awards, which some journalistsbelieve isprincipally an attempt to
give greaterprominence to the presenterswho do not feature that much under
the current regime. The logic runsthat the channelspreferto crow about their
most valuable merchandise —their starsand cue-card readers—than the grunts
at the front.

Corrections, clarificationsand comment

Last week we said Meridian Energy had part-funded a study on the potential of
wind energy. It didn@ we mistook a reference in the document to providing
assstance with information. While we are on the report, Meridian says it is
already capable of generating wind energy more cheaply than coal and gas,
especially once the carbon taxisintroduced.

Political commentator Chris Trotter respondsto our piece on unions:
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"Yes, Matt McCarten was present at the meeting of CTU unions where the
(Kingsgate) accord was struck, but he played no role in the actual non-
poaching agreement hammered out between the EMPU, the NDU and the
SWHU. That took place much later on the day in question, involved the headsof
the three big unions, and Matt wasmost emphatically not in the room." Glad we
sorted that out.

Don’sDiary

“May 19, 4.00pm

Delivered Budget Speech in normal manner, cleverly disguising my worry that
tax cutsare too generous(67c a year by 2008!) by saying they are too little, too
late.”

More from thisweek’ssatirical look into a leadersdiary isonline here:

http://molesworthandfeatherston.info/satire/

Fine Print

Thisis the Lobby Edition of Molesworth & Featherston. Every week we try to get
into Parliament to bring you all the latest news, preferably while keeping ourday
job in Geneva.

You can read more in the GovernorsEdition published on Tuesdays. Secure an
individual subscription online with your credit card here:

http://www.goodreturns.co.nzZ/books/product info.php?&products id=288& affili
atelD=83

It'seasy and you’ll start receiving your editionsimmediately.

Orto pay by cheque ordirect credit, email usat:
subscriptions@moleswvorthandfeatherston.info
You can subscribe to the Lobby Edition and find back issueson our
website:
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You may forward thiscopy, but if you wish to forward it forcommercial gain, you
must make an agreement with usfirst. Copyright remainswith the publishers.

Molesworth and Featherston ispublished jointly by Inhouse Media Limited and
Sugar Media Limited.
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