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« Complex collective agreements between DHBs and
workforce collectives

- Negotiated centrally between unions and DHBs under the
Govt's “Tripartite” process

- Most of the DHB workforce is covered some MECA

* Junior Doctors (RDA)

« Senior Doctors (ASMS)

* Technical workforces (physios / radiation technicians) (Apex)
- Manditory terms and conditions

* Fixed salary bands with automatic salary progression
« Automatic training requirements, automatic leave entitiments
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« Unions act as a labour cartel allowing their
members to agree and fix their labour prices
to an agreed non-competitive level (B).

Supply * The size of the employed workforce falls.

* The high wage rate attracts entrants into
market who can't all be employed at that price.

* The unemployed workforce only secure
employment at a below competitive price

* Prices are distorted, and allocative inefficiency

p E— iInduced

L L f.3 Labour
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« 2 Key Conditions needed for unions to
maintain their power in long run

- Uncompetitive Output Market

« Must be market power for price increases to be passed
through to some ultimate consumer

- Uncompetitive Labour Market

« Must be ablility for collective cartel behaviour to
persist
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« Approached the problem as a system of equations
reflecting first order conditions for profit maximisation

Health Sector Production: logiYy) = log{ Ay ) + alog( Ly ) + Slogl Ki;)
Labour Market: % = logluy | = log{Ayo) + (o —1)log{ Ly ) + Blogl Ky )
Capital Market: % =log{ry;) = logl Ay 5) + (a)log{Ly;) + (5 — 1)log{ Ky )

(60)

« 5 labour inputs (Medical / Nursing / Support / Allied
Health / Management) plus a capital measure.

« 20 DHBs, monthly data spanning 2008 - 2012
« Comprehensive health service output measures

« The econometrics is a complex story in itself... read my
thesis... :)

Health Sector Labour Market Dynamics and Multi-Employer Collective Agreements



|ICES

€loc
aHa [4%v4
Inuebueypp Loz
—— oloz
-
M aua €102
15200 it
1S9M
P o
- €102
aHa Z210e
_ ejewsyep K 1102
oloz w0
4
€loc C
aHa [424 ()
edeJeliepy Loz m
oloz
()
€10z v
aHa Z210e [e))
oqlem 1102 A
0102
()
€10z >
gaHa [42%4 -
Meuese | — Loz (®)
— - == oloz Q
= s10z IS
g | zoz @)
mymetie] | Loz o
I 010z e
€102 WJ
aHa Z210e —_
uiByINoS 1102 o
C 010z c
L
o aHa MWMM L
Ainquajue) o
yinog Loz =
0102 >
=
€loc
aHa zoz O
PUE|UHON 1oz 8 c
oloz ...w ©
% w0
€102
gHa z10z £ =
ybnoioquepn 110z = m
uosjeN oloz
©
=
[ €102 >
aHa Z210e D
[esusDpPIN 1102
0102 -+
()
— €10C m
gHa [4%4 ©
soye Loz M
oloz
[
€102 >
G aHa 210z o
IIeA
— i L0z o)
m 010z m
m aha €102 .
z10e o)
o Aeg
SONMEN 110z +—
O — = oi0e o
L X &
ge 8 210z
= ne)nuep L0z ..hL
— — — sajuno)
oloz —
w ©
% aHa eloc v
] 15800 z10z I
(= ? 1102
= a |eyded 010z
()]
S €102
t aHa Z210e
aa Kinquejued L10C
Y— 0102
5 (O
— €102
(@) 8Ha = z10z
o fuaid 110z
Jo Aeg
(= 0102
A — 610z
aHa [4%04
puepny 1102
0102
o o o o o o
(=3 o o o o
0 < (2] N -~
(000)$

HURCH NEW ZEALAND

1509 InogeT] abeiany pasiienuuy

ANTERBURY

Whare Wananga o Waitaha

S’
-
=
v
=
=J
e
7
-

h ]
)
CHRISTX

-
i€

&
=



e 6105
gHd
InueBueypA 6002
= 8002
2002
Log
aHa 0l0C
jseod 6002
1SOM 800¢
S 2002
Loz
0l0C
aHad
6002
ejews)iep 8002
2002
e R Loz
0l0C
gaHa
6002
edeseliepn L 8002
\ 2002
M Loz
0l0C
aHa
6002
oexiem 8002
1002 )
P Loz >
0l0C -+
aHa
6002 O
t Meuele] — 2002 O
1002 —
Loz o
u ana 010Z O
mymedie | 6002 o
800C )
200C =
Loz (@]
0l0C =3
aHa
6002 Q.
t uJayinos 2002 m
200C
L
Loz
gHa 0l0C
Kinquajue) 6002
yinos 8002
200C
Loz
0l0C
aHa
puelyLoN 6002
8002 o
1002 3
| | by
oz &
aHa 0l0C
ybnoJoqe 6002
uos|oN 8002
200C
I 1102
0102
aHa
6002
[eUSDPIN 8002
200C
6105
aHa
6002
sexel 8002
200C
Log
6 aHa 0107
et LETETN 6002
HnH 8002
m 2002
o Log
C gHa 0102
o feg 6002
) saymeH 8002
L 200C
Log
© E aHa 0102
c ne)nuep 6002
sapuno) 8002
@© 1002
w0
Log
2 a sha 0102
SEO!
() ! 2 o 600Z
£ ) feudeo 2006
()]
> 6105
aHad
aa] Kinquajue) 6002
8002
_.m 1002
E e
(@) Auald 6002
o jo keg 8002
c 1002
& —_—_——— 1102

= 0lLoz

Ucm_m__.v__m:< 6002
8002

12002

INdINO Wiy Japinoid [ejo] Jo uoiodold
ndino payybia (el0L

H NEW ZEALAND
0.0100
0.0075
0.0050
0.0025
0.0000

HUR(

-
=3
—
= s
x>
£
-
4
<

L ]
-
). |
E
W
=
o
-
L%
nu
L]
‘o
=
i
=
3]

“
-+

UNIVERSITYO
(
HRISTX

uC



m School of Business and Economics

UNIVERSITY OF
e ey Results
Te Whare Winanga o Waitaha

CHRISTCHURCH NEW ZEALAND

Thesis Table 1

Turned it into a publicly available interactive website
for scenarios and testing implications of model
(www.wiltshirehogan.co.nz)

» Input quantities are determining labour Prices
- HORRAH! Economic theory ACTUALLY works!
« Descending scale of own input labour price elasticities

- Clear signs of ACTUALLY allocative inefficiency and
MECA-induced production distortions
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Policy Implications

« Overseas trained workforce attracted by high MECA wages
excluded by uncompetitive labour market.

« High labour costs passed through to New Zealand taxpayer
through uncompetitive output market.

« DHB Providers are induced to become inefficient

* Nursing graduates unable to find employment through smaller
affordable workforce

 High medical wage rates attracting talent which might earn the
same wage within a competitive market (best and brightest
responding to artificial market signal)

Health Sector Labour Market Dynamics and Multi-Employer Collective Agreements
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Final Passing Thoughts
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* Where does the excess workforce go who are
Wade attracted into the labour by the high wages, but
Ratg can't get a MECA job?

* Aged Care and Disability Sector are only private
Industries experiencing employment growth.
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Final Passing Thoughts

DHB Earnings Aged Care / DSS Earnings
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Aged Care / DSS Earnings
Change (labour inflation)
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