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Executive Summary

1 This report updates you on the progress being made with the NZCTU in relation to its Public

Sector pay proposal.

Recommended Action

We recommend that you:

a

note that the NZCTU and the Public Service Commission have begun to engage on the NZCTU’s
public sector pay proposal

indicate any concernswith the draft Statement of intent; noting that NZCTU intends to circulate
it to affiliated unions on Monday 11 July

Concernsindicated/no concerns.
note the NZCTU will updateits affiliates with a statement on Monday 11 July

note thatthe Commissioner will also update public service chief executives; but that employers
in the funded sector and privatefirms that contractto the public sector may not havevisibility

refer to the Minister of Finance for hisinformation
Refer/not referred.
agree thatthisbriefing isnot published due to itsimpacton public sector bargaining.

Agree/disagree.

Hon Chris Hipkins
Minister for the Public Service
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Te Kawa Mataaho Report: Update on discussions with NZCTU regarding public sector pay - 8
July 2022

Update on Engagement with the NZCTU
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We have now meet withthe NZCTU twice to progress discussionson its Public Sector pay proposal.

The Public Service Commission is represented by two chief executives (Gaye Searancke (LINZ) and
PaulJames (DIA); and has public sector, health and education representation.

At the second meeting, the NZCTU widened the membership of its bargaining team. Representation
is now the General Secretaries (or equivalents) from six unions?, rinanga representation from two
unions,and the NZCTU.

Engagement has been positive, and all partieshave made themselves available now to meet at least
weekly.

When we met on Friday 8 July, we discussed the issues arising under the headingsin your letter to the
NZCTU of 10 June 2022. The NZCTU hasindicated that itunderstands these four issues to be the only
concerns Ministers have with the proposal and are not expecting engagement on issues that do not
fallunder the following heads:

9(2)(f)(iv) confidentiality of advice, 9(2)(j) prejudice to negotiations

Note that at today’s meeting the NZCTU indicated an unwillingness to discuss the effect of built-in
increases (or progression) on any proposal, and how equitable outcomes could be achieved across
different pay structures. They indicated an expectationthatanyrateagreed would be applied on top
of any existing contractual entitlements, including allowances.

The NZCTU raised concerns about the impact of any proposal on collective agreements which are
close to settlement. It indicated that it is considering telling its affiliates not to settle collective
agreements while these discussions are underway and intends to meet this week with affiliates to
decide on thatstance.

NZCTU has indicated that it will engage two NZCTU economists to model cost of living increases for
different workers and sectors, and that this willinform its position on the final rates. We will of course
engagewiththat modelling, and will work with Treasury to produce similaranalysisand advice.

Itwould appear unions had a reasonably simplistic view of how any proposal would be implemented,
expecting it to be implemented for all parts of the public sector (including funded and contracted

9(2)(f)(iv) confidentiality of advice, 9(2)(j) prejudice to negotiations
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staff) from the centre. We will work with them over the next few weeks to help them understand the
legislativeand contractual options and implementation levers for different parts of the sector.

Considerations
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The NZCTU has begun to clarify its scope, and we note that there are three areas of additional cost
not includedin the modelling in our earlier report [2022/0116, T2022/1279].

9(2)(f)(iv) confidentiality of advice, 9(2)(j) prejudice to negotiations

9(2)(f)(iv) confidentiality of advice, 9(2)(j) prejudice to negotiations

9(2)(f)(iv) confidentiality of advice, 9(2)(j) prejudice to negotiations

The NZCTU also referred several times to an expectation that the claim covers members of NZCTU
affiliated unions, rather than (just) those covered by collective agreements. While it is not yet clear
that thisis a change in position, rather than a figure of speech, it may add cost and complications if
correct.

Next Steps and communications
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The NZCTU has indicated thatit will send a communication out to its affiliated members on Monday
11 July. We were expecting a draft to be shared quickly, but none has been forth coming at time of
writing.

It will also attach a draft statement of intent that the parties have worked on. That statement is
attached asappendix 1.

We will communicate to Public Sector chief executives to update them but will not be able to
anticipatethe private sector and contracted firms included in scope.

We are currently scheduled to meet seven times over the next seven weeks.

Our next meetings will cover the scope of the proposal, as discussed in paragraph 6a (above); followed
by sessions on pay and non-pay elements, treatment of different collective agreements, equity and
the low paid and the rate of adjustment.

We haveindicated to the NZCTU that we expect to be in a position to advise Ministers on the detailed
aspects of the proposal and associated options after those sessions.

INSERT SECURITY CLASSIFICATION



Appendix A — Draft Public Sector Pay Adjustment Scope and intent.

The parties havejointly committed to explore a proposal for a public sector wide pay adjustment. We are
progressing discussions within the context of Te Tiriti O Waitangiand the Te Takawaenga Whakamana /
Accord for the public sector. Indoing so we are committing ourselves to work in good faith on the proposal
and on how to achievea successful outcome. Weenvisagethat a successful outcome isone thatis
comprehensive in scope and effectively addresses the cost of living pressures for workers and contributeto
reducing inequalities, while providing certainty and consistency for both Government and workers affected.
The process will also provide for other issues to be addressed outside of a core pay adjustment.

We recognise the need to move at pace, and balance carefully thetension that may occur between the
urgency of the exerciseand the limited timewe have, in an effort to get the job done. We will use our best
efforts and resources to turn up well prepared and ready to make progress. We expect thatthe process will
demonstrate and build our confidence and capacity to engage constructively.

A key milestone will be met by 1 August, once discussions havetaken placearound scope of coverage, pay
vs non pay issues, implementation timing and addressing low pay have taken place. By that time we will be
in a position to advise the Government on the proposal, and whether there remainsany significantbarriers
before we canbargaintheactualrate of adjustment.

In committing to this initiative, werecognisethat business as usual must continue, and no party should use
this process to delay or divert from responding to existing commitments and responsibilities.
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