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regional agri-food industries

Australian meat processing and Fiji’s sugar mills

Darryn Snell

Inagrowing number of South Pacific nations, thereisrising concern about
theimpact of globalisationontheregion’ sagri-foodindustries. Indevel oping
Pacific 1sland Countries (PICs) changing market conditions and declining
preferential trading arrangements have contributed to harsh competitive
pressures and an uncertain future for many of their agricultural industries
(Hince 2000; Murray 1998; Prasad & Akram-Lodhi 1996, 1998; World
Bank 1993). Agricultura industries in New Zealand and Austraia also
continueto confront staunch competition asincreased agricultural exports
fromtheUnited States, Europeand Latin Americaenter intotheir local and
traditional agricultural export markets (Lawrence 1987; LeHeron 1993).
Agri-industrial reform programmes throughout the Pacific have been the
outcome of these competitive pressures (Lawrence, Share & Campbell
1992; UNIDO 1983).

Thispaper presentstwo casestudies—the Australian beef industry and
Fiji’ ssugar industry. It compares and contrastsrecent reform effortsin the
processing sectors (i.e. mesat processing and sugar milling) of each of these
industries. This comparison revolves around two core issues. the use of
alternative payment schemesto boost performanceand productivity levels
andoveral international competitiveness; andthemanagerial stylesadopted
to carry out reformsin the respectiveindustries. The paper concludeswith
adiscussion of matters for regional consideration.
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The basis of comparison

Despite differences between meat processing and sugar milling and the
vastly different economiesof Australiaand Fiji, the Australian beef industry
and the Fiji sugar industry are, in acertain sense, comparableindustries, in
which common trends, backgrounds and experiences are found.

In both industries production is export-oriented and contributes
significant export earningsto their local economies. The sense of urgency
in reforms has stemmed from changes in international markets involving
direct or potential loss of market shares. Concerns about profitability and
international competitivenesshavesurfacedinthisincreasingly competitive
environment of diminishing returns.

On account of their overal importance to their local economies,
governmentintervention and oversight of reform effortshavebeentherule.
Reforms have occurred against a backdrop of major economic adjustment
involving tradeand labour market deregulationinthetwo countries. Inboth
cases, the government position regarding the respective industry reforms
has followed these general macroeconomic policies.

The reform packages in each industry were informed by a process of
industry-based and government supported strategic planning. Inefficiencies
intheagri-industrial commodity chainwereidentified and strategiesdrawn
up to address them. The processing sectors were identified as industry
‘weak spots’ contributing to competitive disadvantages.

Sugar milling and meat processing represent high-volume, marginally
profitableand often risky industries. Largecapital input costsmeanthereis
always strong economic pressure to achieve volume in order to reduce
overhead costs per unit. To increase volume and throughput levels,
however, dependsupon steady inputs. Both sugar caneand livestock, inany
year, are affected by a number of factors, including seasonal conditions,
changes in world market prices, producers' price expectations, need for
cash, etc. The recurrent gluts or shortages of farmers' inputs are largely
beyond the control of the processors and pose a serious problem by
increasing total cost per unit and diminishing profits. Australia’ s abattoir
ownersand Fiji’ ssugar millershave sought to maintain profit marginsand
reduce costs by controlling labour costs.
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Common confrontational managerial practices, seeking to reduce
labour coststhroughtight and unyielding managerial control, contributedto
strengthened worker and trade union opposition in the two industries.
Worker control and high levels of distrust and deeply rooted antagonism
between employers, workers and their trade unions became the standard.
These conditions created similarly challenging environments in which to
carry out workplace reforms.

Australia’s meat processing reforms

You do not shut down multimillion dollar processing units
without first considering all the consegquences. Australian
Meat Holdings (AMH) is prepared to suffer some short-term
processing losses at this time and keep its people employed if
they are prepared to accept the need to improve productivity .
. . Change is the catch-call of industry in Australia but
unfortunately these people are living like dinosaurs and if they
cannot accept change, they will see the demise of our export beef
industry. (John Hughes, General Manager of AMH, quoted in
Beef Improvement News 1995: 22).

Background

Theagricultural and pastoral sectorshave been fundamental to Australia s
cultural and economic development sinceBritish colonialism (Curranet al.
1987; Dyster & Meredith 1990). Whiletheeconomy isnow morediversified,
agriculture and related downstream manufacturing industries continue to
drive Australia’'s trade performance. The beef industry itself represents
Australia sfourthlargest export earner (after coal, goldandwool) generating
nearly $6billioninturnover andover $2.2 billioninexport revenueannually
(ABARE 1996).

Unlikethebeef industriesinthe United Statesand the European Union,
which are large domestic-oriented industries, Australia’ s beef industry is
moderately sized and export-oriented. For nearly three decades Australia
hasranked astheworld’ slargest exporter of beef: over 60% of itstotal beef
production is exported, the three largest markets being the US, Japan and
SouthKorea(AMLC 1995b). Theindustry’ slivelihood and expansion have
depended upon the opening of new export markets, favourable trading
agreements and maintai ning a competitive edge.
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Beginning in the late 1980s, the Australian beef industry confronted
increased competition in all major export markets. The New Zealand beef
industry increased its exportsin competition with Australian suppliersto
both the US and South Korean markets. As American beef consumption
levels declined and US beef production expanded throughout the 1980s,
America shifted from being the world' s largest beef importer to a major
exporter. By the mid-1990s, America was the world's third largest
exporting nation behind Australiaand the European Union and the second
largest beef exporter inthe Asia—Pacificregion. Duetolarger economiesof
scaleand ahigher level of output, the US beef industry quickly becamethe
price maker in theinternational beef market (Beaumont 1993).

By theearly 1990s, Australia’ sbeef industry wasseverely weakenedin
all major markets. From 1980t0 1992, Australian exporterswitnessed their
preeminenceintheUSslipfrom57%tolessthan 50% of theUSbeef import
market (AMLC 1995g). In the more lucrative Asian markets, the situation
was even worse. In 1980, Australia was responsible for over 70% of
Japan’s total beef imports and nearly 80% of South Korea's total beef
imports. By 1994, however, Australia’ s market share had declined to 53%
in Japan and 42% in South K orea (Industry Commission 1994b).

Concerns about the continual loss of market share in the Asian and
American markets and the potential for increased competition from low-
cost producersin South Americaplaced the Australian beef industry under
increasing competitive pressures, particularly with respect to productivity
and cost levels. These concernsdrove farm organisations, export abattoirs
and government andindustry leadersto conduct aseriesof inquiriesintothe
industry and a search for new ways to improve theindustry’ s competitive
position in the world beef market.!

The conclusion reached was that while livestock production was
relatively efficient by international standards, Australia’ smajor Achilles
heel in the world beef trade was to be found in inefficiencies in the meat
processing sector. The most widely cited study concluded that Australian
processing costs had become three times those of the US (Booze, Allen &
Hamilton 1992: 1). A variety of factorswasput forward to expl ainthese cost
disadvantages, but concern focused on distance to key markets; lack of
government support; asmaller (less numerous) and lessreliable supply of
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animalsavail ableto theindustry; and higher |abour costs (about 20% more
than the US equivalent).

Thetally system: prosand cons

Explanations for labour cost disadvantages focused upon the industry’s
traditional work practices and the system of payment to workersknown as
thetally system. Thisisacomplex performance-based pay system whereby
workers are paid according to the number of livestock processed (i.e. the
‘tally’) rather than hours worked. This system of payment has been a
common feature of the industry in various forms since the early 1900s.

Initscurrent form, payment for key functionworkersonthedi sassembly
ling, suchasdaughterers, bonersand licers, iscal culated accordingtotally
payments. A minimum daily tally isset according to aminimum number of
cattle or carcasses processed for the day divided by the number of
daughterers, bonersor dicersinthedifferent teamsthat day (thiscal culation
setsaper unit payment for each worker).2 Theworkersreceive bonusesfor
each animal processed over the minimum tally. Thisis referred to as the
maximum tally rate. Employersare aso required to pay penaty payments
if additional shifts are worked or for animals processed that are over a
certain weight, diseased or reguire additional work (Industry Commission
1994b; Maggs, Testi & Rimmer 1996).

Historically, the tally system provided a number of benefits to both
managersand workers. Because payment is contingent upon performance,
the system encouraged high levelsof effort and isfair and objectiveto both
workers and management. Thetally allowed for varying production levels
depending onthesupply of livestock to bekilled onany oneday, thenumber/
amount of tasks to be performed as specified in the award and local
arrangements, or as required given varying plant layouts and technology.
Thisarrangement enabled managerstolift productiontohigher level swhen
required and to have employee and production ‘flexibility’ during slow
production periods.

From the perspective of the Australasian Meat Industry Employees
Union(AMIEU), thetally allowed themeat workersto maintain control over
the pace of the chain on the disassembly-line. Any reorganisation of work
practicesresulting from theintroduction of new technology or slaughtering
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and cutting methods necessitated discussion with aJob Control Board and
arenegotiation of thetally labour rateif it resultedinanincreaseor decrease
in the number of employees. In this regard, the tally system prevented
employersfromspeeding upthechainor introducinglabour-savingtechnol ogy
without negotiation and compensation (Kitay & Powe 1987). While semi-
skilledand unskilled follow-onlabour waspai d onatimebasi s(representing
roughly 80% of the workforce), the tally system worked to control the
workload and pace of production of these workers. If the tally and
production increased significantly, then wages for these workers could be
renegotiated (Industry Commission 1994a; Maggs, Testi & Rimmer 1996).
AstheAMIEU maintained, thesepracticesprovided' therequiredflexibility
... therequisite speed in terms of processing . . . benefitsto employeesin
termsof maximisingearnings. . . scopefor employeesto finishdifficult and
arduous works in an unpleasant environment’ (Industry Commission
1994a: 184).

Industry investigations, however, took acontrary view. M eat processing
awards and the tally system were considered to be too rigid, complex and
opentodispute(Australian|ndustrial RelationsCommission1991; | ndustry
Commission 1994a; 1994b). The tally system was blamed for stifling
technol ogical innovationsand constrai ning productivity improvement (Booze,
Allan & Hamilton 1992; 1993; Industry Assistance Commission 1983).
Tally payments were seen astoo difficult to adjust to reflect technological
change; in this way they were alleged to contribute to technological
‘backwardness' . Themainbeneficiary of any productivity improvement, in
any case, tended to be labour (Industry Commission 19944d). Reduced
utilisation of plant capacity was another problem. Typically, Australian
abattoirs operated only one shift, with aday’ stally being completed in 5
7 hours, leaving the plant idle for the remainder of the day. The negotiated
system of bonusesand penaltiesassociated with second and third shifts, and
livestock slaughtered over themaximumtally, wereviewed ascontributing
to the reduced level of plant utilisation (Industry Assistance Commission
1983; Industry Commission 19944). In conclusion, Australia shigher unit
costswereattributed to constraintsto productivity improvement stemming
from ‘over-emphasison thetally system’ (AACM 1992: vi).
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Industry reforms

By theearly 1990s, theruling Australian L abor Party (AL P) wasincreasingly
making demandsfor workplace reformsin themesat processing sector. The
Australian Industrial Relations Commission conducted an inquiry into the
meat processing industry (1991). In 1992 thefull bench of the commission
handed down a decision recommending the rationalisation of the meat
industry award system and the devolution of negotiation to the enterprise
level asa' meansof achievingthenecessary flexibility for greater productivity
incentives' (Industry Commission 1994& xvii).

Failure to implement these changes resulted in further government
scrutiny, this time by the Australian Industry Commission. In 1994, the
Industry Commissionfell just short of recommending acompl eterestructuring
of work practicesand theremoval of thetally system asabattoir ownershad
hoped. They concluded, however, that aternatives to existing work
practices and widespread workplace reform should be* pursued asamatter
of priority’ and called for the formation of a meat industry consultative
council so asto ‘facilitate enterprise bargaining, and other issues affecting
industrial reform’ (Industry Commission 1994a: 207).

Theindustry’ slack of successin carrying out reforms throughout the
late 1980s and early 1990s stemmed predominantly from managers
confrontational reform strategies. Rather than negotiate changes in work
practices and negative aspects of the tally system, employers embarked
upon a series of de-unionising drives aimed at removing workers' control
and thecompl ete abolition of thetally system. Employers, maintaining that
industry problems stemmed from the AMIEU, believed these campaigns
would ensure the quickest avenue to industry reforms. As the subsequent
evidencehighlights, employers' challengesto union control neither had the
desired outcomesfor the employersnor did they result in the betterment of
the industry as awhole.

Industrial disputes

Industrial conflict, which had always tended to be high in the meat
processingindustry, brokeindustrial disputerecordsthroughout the 1980s
(Blackmur 1993). In the meat processing sector in 1980, the average
number of dayslost per 1000 employeesduetoindustrial actionwas9times
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greater thanfor all manufacturing, miningandtransportation. By 1989, this
number had grown to 12 times greater—2,498 days per 1000 employeesin
meat processing compared with 190 days per 1000 employees in total
manufacturing (Industry Commission 1994a).

One of the earliest and most notorious industrial conflictsin the meat
processing industry beganin 1985. The Mudginberri dispute, asit cameto
betermed, beganwhentheAustraian Conciliationand ArbitrationCommission
permitted a new payment-by-results clause to be inserted into a new
Northern Territory meat processing award. Thisclausepermittedemployers
thefreedom of contract, that is, theright to hirewhomever they wanted and
the right to negotiate terms individualy with the employees. The first
abattoir attempting to operate under these new arrangements was a small
export abattoir located in the far northern rural town of Mudginberri
(Underhill & Kelly 1993; Jones 1990).

Shortly after thisdecision AMIEU official sattempted, unsuccessfully,
to persuade the Mudginberri workers to join them in opposition to these
working arrangements and the new award clause. In May of 1985, the
AMIEU set upapicket lineoutsidetheplant. Theabattoir’ soperationswere
immediately halted as Federal Meat Inspectors, who were required for
export production, refused to crossthe picket line.® Within afew weeks, the
abattoir restarted production for the domestic market and applied to the
Federal Court for an injunction against the AMIEU, who continued to
maintain apicket line (Ashton & Blackmore 1987; Austin 1986).

Following nearly onemonth of hearings, thefull bench of thelndustrial
RelationsCommissiongaveitsdecision (Underhill & Kelly 1993). TheCourt
recognised that the contract system did not provide adequate award
coverage(relatedto annual leave, sick leaveand payment for waiting time).
Nevertheless, it ruled that the new Northern Territory Meat Award should
stand and that employers should be given the power to engage in direct
bargaining with workers, with or without the involvement of the union
(Kitay & Powe1987). The Court orderedthe AMIEU to drop thepicket and
settle the dispute.

The AMIEU resolved to protect the standards of wagesand conditions
of employment in the industry, defied the Court order and maintained the
picket line. The continued maintenance of the picket, now in defiance of the
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Court injunction, led to theimposition of afine of $100,000 for contempt
of court and the issue of awrit of sequestration against the property and
income of the AMIEU (Underhill & Kelly 1993). The abattoir's owner
meanwhile pursued through the courts, and won, a claim for damages
against theuniontothesumof nearly $1.8 million. Thisdecision constituted
not only the final blow to the union, but also the largest damagesjudgment
against any Australian trade union (Jones 1990).

Analternativestrategy adopted by abattoir ownersbecamethehiring of
contract labour. In 1991, two domestic abattoirsin Victoriabeganemploying
contract labour through an Australian labour supply firm known as
‘Troubleshooters Available' (Beef Improvement News 1991). Under the
Troubleshooterssystem, nolegal employment rel ationshi psexi sted between
contract workers and the company they worked for. The system was based
on the conception of the worker as an individual contractor, subject to
direction at thework site, but choosing to be at that work site (Underhill &
Kelly 1993). The abattoirs viewed the contract system asaway to by-pass
the AMIEU and reduce labour costs and oncosts of employment.

The Troubleshooterssystem, however, proved lessthan adequate. The
first abattoir to use Troubleshooters proved not to be commercially viable
and closed just a few months after the trial programme. Success at the
second abattoir proved to bemarginal and resultedin clashesand picketing
from the AMIEU and the previous workforce. The Troubleshooters
Agency, finding it difficult to recruit skilled workers, provided largely
unskilled workers, which contributed to reduced production levels and
increasesin damaged and contaminated product (Underhill & Kelly 1993).

Although Troubleshooters remains alegal option for abattoir owners,
no export abattoirsand only ahandful of domestic oneshave used contract
labour to date. It isnot likely to spread much further, particularly into the
export abattoirs. The AMIEU maintains its centre of power in the export
abattoirsand the size of thelabour force and required skillsto operate such
afacility makeit difficult for contract labour arrangements.

Thefiercest campaign launched against AMIEU’ s authority in the
export sector came from AMH, the nation’ slargest meat processor.*In
1994, AMH began along campaigntotakeonthe AMIEU andimplement
new labour arrangementsin their six Queensland abattoirs.>Thefirm’'s
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ultimate goal wasto removethetally system and introduce hourly wages
for al employees. Accordingto AMH’ sgeneral manager, these changes
were necessary if Australia wanted to improve its ‘uncompetitive
position in the international beef export market’ (Beef I mprovement
News 1995h: 22).

The tactics used by AMH to accomplish these objectives varied from
planttoplant. Atfour of AMH’ sQueens and abattoirs, thecompany reduced
production levels to minimum tally and introduced a second shift. This
enabled AMH to reduce individual workers' earnings by one-third while
mai ntaining the required throughput. By placing workersunder immediate
economic stress, the company hoped to force them to give in to company
demands(National Newsl etter 1995).

At another plant, the company locked out workers and introduced a
new time work system that increased weekly hours from 38 to 40 hours.
AMH resigned from the employers association. This permitted them to
escape the provisions of the Federal Meat Processing Industry Award
(which maintained minimum standards for the industry) and to embark on
a course of setting their own rules and agenda. Following tense labour
disputesand an Industry Commission investigation, the Commissionruled
to suspendtheold Award and upholdthenew systemonatrial basis. Within
weeks of the Commission’s decision, AMH threatened to stand down all
workersat their other plantsunlessthey alsoagreedtotrial thenew proposal
(TheMeatwor ker 1995b; National Newsletter 1995).

AMH furthered their de-unionising campaigns at al their plants by
advertising job openings, denying theuniontheright tohold meetingsat the
plants, and hiring a private investigator to infiltrate and disrupt union
meetings. AMH agreed to negotiatewith unionsand workersonly under the
conditionsthat they agreetotimework, theremoval of thetally system, and
unrestricted extended hours of work (Meatworker 1995b: 10).

After nearly six months of further labour disputes, the Government
intervened and called on the Industrial Relations Commission to conduct a
full investigation into the allegations of duress and reductions of workers
wages and conditions. The Government forced AMH to recognise and
uphold conditionsof theoldawardinall of their plantswith exception of the
initial plant, where the trial of new work procedures was permitted to
continue(Meatworkers' National News 1996).
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Current state of reforms

Inrecentyears,industrial disputesinthenation’ sabattoirshavedeclined due
toacombination of factorsincluding employers’ limited successwith other
work practices and a change in government leadership. Since the election
of aconservative Coalition Government in 1996, employers strategiesto
undermineworkers control haverelied lesson direct actionand moreupon
seeking major changes in the Federal Meat Processing Industry Award.

Broad changesinindustrial rel ationslegislation brought about under the
1996 Workplace Relations Act strengthened abattoir owners' capacity to
establish enterprise agreements and choose between individual non-union
contractsand national industrial awards. Sincethepassageof thislegidation
a number of enterprise agreements have been reached with some of the
industry’ smajor employers, including AMH. These agreements, however,
have largely mirrored the wage and working conditions as set forth in the
Federal Meat Processing Industry Award.

There are two primary reasons for this. First, for the approval of all
enterprise agreementsthey must passa‘ nho disadvantagetest’ proving that
employees are not disadvantaged with regard to terms and conditions of
minimum award standardsfor theindustry. Asit stands, the Federal Award
upholds the negotiated work practices of years past. Second, the meat
workers and the AMIEU have resisted any enterprise agreement that has
sought to remove the tally system and reduce their control over the
production process.

The Codition Government, however, has announced proposals to
amend the Workplace Relations Act. The objective of thissecond round of
industrial relationsreformsisfurther reduction of the scope and content of
awardsto asmall core of safety net provisions. Taly payments are one of
the provisions specifically targeted for removal from Federal awards. This
comes aslittle surprise: Coalition Party members, seeking support among
the nation’s livestock producers, had made this a pre-election policy and
lobbying by abattoir owners and producer organisations for these changes
has persisted ever since (NFF 1995).

Theamendmentsto the Workplace Relations Act haveyet to betabled
in Parliament. Nonetheless, this recent development clearly demonstrates
that Australia’ sabattoirsandtheir alies, includingtheFedera government,
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areengaged in acoordinated effort to debilitate the union movement and to
enforcetheintroduction of individualised working arrangementswithin the
mest processing sector. |f the Coalition Government should succeed inthe
removal of the tally system from the Award, employers' ability to avoid
dealings with the AMIEU and replace the tally system with an alternative
payment systemwill besubstantially strengthened. Thisscenario, however,
isnot likely to speed up badly needed reforms. It ismore apt to usher in a
new seriesof industrial disputesasthe AMIEU seeksto protect theoverall
control of theunionandthemeat workersintheplants, evenif it meansbitter
conflict with government authorities.

Fiji’s sugar mill reforms

We can draw up the most equitable procedures imaginable but
they alone will not bring industrial harmony; that lies in the
hearts and minds of those who implement the procedures.
(Daryl Tarte, Industrial Commissioner of Fiji's Sugar Industry
Tribunal, quoted in Singh 1994: 34).

Background

Sugar has remained the mainstay of Fiji’seconomy since quite early inthe
eraof British colonisation. Throughout all except the earliest years of the
colonial period, the Colonia Sugar Refining Company of Australia(CSR)
controlled the entire sugar industry. Production was organised on the lines
of thewell-known plantation model, with manpower supplied by imported
indentured Indian labourers. Shortly after Independence in 1970, the
government-owned Fiji Sugar Corporation (FSC) took over the milling
operations from CSR, heralding an era of expansion and development in
what wasstill thecountry’ smost important industry. WhileFiji’ seconomy
isless dependent on sugar revenues than during the colonial period, sugar
continued, at | east during the operation of theL oméConvention, to put more
dollarsintocirculationthan any other Fiji industry. Raw sugar exportsworth
F$280 million in 1994 contributed 12% to Fiji’ s gross domestic product
(GDP) and approximately 40% of thenation’ stotal export earnings(World
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Bank 1995). Fiji annually exportsaround 400,000 tonnesof sugar of which,
until itsexpiry in February 2000, about 45% wassold at preferential prices
to the European Union under the Lomé Convention’s Sugar Protocol.
Under the Sugar Protocol, Fiji and other African Caribbean and Pacific
(ACP) nationsreceived pricesequal totheinternal support price Europe
paysitssugar beet farmers. Thispreferential priceaveraged between 2.5
and 3 times the world market price (Prasad & Akram-Lodhi 1998).

Like other forms of preferential trading, the Sugar Protocol is under
increasing pressure from the trade liberalisation guidelines of the World
Trade Organisation (WTO). The implementation of GATT (the General
Agreement on Tariffsand Trade) and the reform of European agricultural
policies meansthe price of Fiji sugar sold to the EU will fall. Estimates of
the decline are at |east 2—-3% each year for a6-year period, in dollar terms
$F5millionayear or $F30 million at the end of 6 years (Singh 1994). With
the Lomé Convention currently under review and the EU under pressure
from the WTO to show its commitment to ‘free trade’, there are strong
prospects of greater pricefalls.® These developmentsininternational trade
inspired a number of industry commissioned international ‘best practice’
studies and restructuring proposals throughout the late 1980s to 1990s
(Snell & Prasad 2001).’

Most studies confirmed that FSC's four mills were efficient by
international standards, with good sugar quality and historical level sof sugar
recovery. Mill efficiency standards, nonethel ess, needed to beimproved if
theindustry wasto survivein a‘free’ world market. To beinternationally
competitive, thereportsagreed that themill sshoul d reducebreakdownsand
stoppages and boost efficiency by shortening the crushing season and
increasing sugar recovery rates. Cost-saving measures, involving labour-
saving technologies and new methods of wage determination, were also
placed high on the agenda. Reaching each of these targets meant major
industry reforms—and potential industrial disputes if not handled

appropriately.
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Industrial disputes

FSC'sindustria relations, never particularly good, became progressively
worsethroughout the 1980s (M Prasad 1995). The breakdown in relations
could befound at anumber of levels. Management rarely consulted workers
regardingindustrial issues. Noneof thecoll ectiveagreementshad provisions
for consultation or workers' right to industry information. Management
also showed increasing disregard for their employees’ well being. In 1993,
an independent inquiry found FSC to be in breach of health and safety
guidelines on over adozen counts (S Prasad 1994). Increasingly, routine
variationsof collective agreement disputeswere being referred to the Sugar
Industry Tribunal for resol ution—signalling aclear deterioration of union—
FSCrelations.

Industrial disputesinvolvingdirect action alsoincreased. Strong union
representation has been a feature of Fiji’'s sugar mills since the colonial
period. Four workers' unions are present in the mills—the Fiji Sugar and
General WorkersUnion (FSGWU), theFiji Sugar Tradesmen’ sUnion, the
Fiji Sugar Clerksand Supervisors Association and the Sugar Milling Staff
Officers’ Association. The largest and most voca of these became the
FSGWU; representing around 2,500 unskilled and semi-skilled workersin
the employment of the FSC (S Prasad 1994).

In 1993, an 18-day |ong strike was staged by the FSGWU over wages
andworking conditions. Twoyearslater, duringthe1995 harvesting/milling
season, a seven-day strike was called as cut cane piled up at the millsand
in the fields. Accusations from both sides accelerated with the rise in
disputes. FSC managers accused the unions of holding the country to
ransom each year by resorting to strikes in the middle of the sugar cane
harvesting and milling season. The unions, on the other hand, blamed the
FSC for not being responsive to the needs and aspirations of their
employees. Management’ sfailureto addressworkers' concernsor include
workers in the decision-making process, according to the FSGWU, had
forced theunionsto rely upon lightning strikesto improve wages, benefits
and working conditions (M Prasad 1995). This environment of hostile
industrial relationsprovided thecontext withinwhich badly needed reforms
were to be carried out.
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Industry reform
Beginningin 1995, the Sugar Commission of Fiji (SCOF) begandrawingup
astrategic plan for reforming the sugar industry. As part of this process,
theCommission hired aforeign consultant to devel opacomprehensiveplan
of actionfor therestructuring of theindustry. By 1997, anumber of specific
proposals for improving FSC's efficiency and competitive position had
been put forward in the strategic plan, centring on three core issues:

* increased investment in equipment that would improve sugar recovery
and reduce breakdown and labour demand rates (automation and
computerisation of mill operations being central to reducing excess
manning);

* contracting out of certain essential (e.g. maintenance work) and non-
essential services,; and

* implementation of anew system of performance pay incentives, whereby
individual pay riseswould belinked toanindividual’ scapacity to control
costs, improve efficiency and quality standards, and reduce operator
error and downtime.

According to the plan, through appropriate mill automation, and the
implementation of performance payments and outside service contracts,
FSC could reduce mill and mill ancillary labour costs by 15% and thereby
survive pricefallsin the market (Sugar Commission of Fiji 1997).

These proposals translated into the recognition of a need to create a
smaller and moreproductiveworkforce. Potentially, theserecommendations
could have become aunion- abour—-management powder keg. Proposalsto
alter payment systems proved sufficient for worker concern. Historically,
the unions maintained a common position on wage bargaining, with base-
salariesbeing the agreed form of remuneration and seniority asthe primary
determinationinmakinglay-off or terminationdecisions. Theplan challenged
theunion position on hourly wagesby arguing that fixed-wagesencouraged
asenseof entitlement that reduced risk-taking, innovation and productivity
(Sugar Commission of Fiji 1997). The plan’s developersinsisted that the
implementation of performance pay systemswould both encourage higher
levels of effort and performance and enable FSC managersto turn part of
the company’ s fixed labour costs into a variable cost.
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Initially, the plan’s proposals drew vehement opposition from the
unions, which complained of not having been fully integrated into the
development of the proposas and of fearing their implications. Union
resistanceto the performance pay schemewas on the groundsthat it would
encourage competition, division and speed-up among workers. While the
unionsanticipated changesasaresult of declininginternational sugar prices,
they made it clear to industry leaders that the changing sugar market must
not be used to instil a fear of low wages or job loss in the minds of the
workers.

In an effort to gain acceptance among the workers, the SCOF
devel oped aseriesof open discussionswith unionrepresentatives, aimed at
reaching an acceptable solution for implementing the proposals. The
strategies put forward included:

* entering atrial period to test the productivity pay system;

e openinguplinesof communicationwith unionsto fine-tunethesystem

and to ensure that employees trusted the method of logging worker

productivity;

* ensuring in-depth briefing of all unionsand mill employees; and

* setting up a mill employee relations committee to improve worker
participation (Sugar Commission of Fiji 1997).

Through this consultative and participatory approach, what first
appeared asobjectionablesuddenly becamenegotiable. By December 1998,
FSC and the four sugar mill unions agreed to the signing of the Sugar
Industrial Accord. The Accord, which was the result of consultation,
dialogue, and giveand take by theleadersof themill workersunionsandthe
FSC, represented four special agreements:

* theintroductionof a‘ quality of work’ productivity pay systeminthemills
aimed at improving efficiency and productivity levels;

* theimplementation of annual cost of living adjustments (COLA) for the
workers. Inthepast, theunionswoul d negotiate COL A increasesannually
and these were frequently a source of wage disputes. Under the Accord,
FSC agreed to increase COLA by 2% each year for the next three years;

* the establishment of mill consultative committees for each of the four
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mills, aimed at gathering together unions' branches and management of
the mills to bresk down distrust and improve communication, conflict
resolution and the quality of work conditionsin the mills; and

* thecreation of anational consultative committee consisting of unionand
mill management representatives. This committee served to discuss
issues affecting the entireindustry and for the devel opment of new work
practices aimed at improving working conditions and work practices
such as the productivity pay system, a shorter working week and
employee welfare (Sugar Commission of Fiji 1999).

From the unions point of view, the most controversia issue was the
productivity payment scheme. Fromtheoutset, theunionsmadeit clear that
this scheme was not to be used to weaken collective institutions and rules.
Productivity payment evaluations, as agreed upon under the Accord, were
not to be left solely to managerial discretion but were to be carried out in
cooperation with atrained union representative. Each worker was also to
be provided access to a ‘feedback’ sheet to follow their evaluations, the
objective being to reduce conflict between management, unions and
workersregarding variablepaymentsand to makethesystem astransparent
to workers as possible.

While it istoo early to determine the real benefits of the Accord for
workers as well as management, preliminary research suggests it is
improvingmill operationsinthe 1999 crushing season [thetimeof writing].
The formation of workplace, as well as industry-based, consultative
committees in the FSC appears to have resulted in positive steps towards
reformingtheindustry, improving communicationand establishingindustrial
harmony. Althoughworkershaveyettoreceivetheir first official performance
payment, unionsand management haveexpressed their satisfactionwiththe
system of worker evaluation. The stumbling block in the reform effortsis
likely to be the implementation of new labour-saving machinery and the
contracting out of services. Associated with the Accord was an unwritten
commitment to reducing the size of the workforce by approximately 25%.
As this commitment becomes clearer, the consensus between unions,
workers and management may unravel.
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Matters for regional consideration

In many Pacific nations, agricultural-based industries continue not only to
figureprominently inthelocal economiesbut alsoto driveexport earnings.
Historic changesin world agricultural markets and subsequent downturns
inexport earningsintheregion haveresultedincommon concernsregarding
agricultural trade, rural development, employment, sustainable economic
growth and competitiveness. For the agri-food industries themselves
adjustment and reform have become necessary to survive under the new
(globalised) market conditions. Whilethefarm sector hastypically been at
the centre of these reform efforts, the processing sector is increasingly
being targeted for reorganisation in an effort to improve overall industry
competitiveness.

Inthetwo casesconsidered, theresponsetoglobali sationand competitive
pressures has been to increase global competitiveness, in part at least,
through promoting workplace reformsin the processing sectors. Alteration
in the payment system to workers has been acommon strategy to improve
productivity and efficiency standards. Therational esfor altering payment
schemesand themanagerial stylesutilised to bring about thereformshave,
however, differed dramatically.

For aslong asthere has been employment, payment systems have been
the object of endless experimentation. Payment has been used asa device
for raising labour productivity and worker performance or reducing labour
costs.? Performancepay schemes, such asthosebeingtrialledinFiji’ ssugar
mills, are currently viewed by many managers and industry planners as a
more effective way to boost performance and productivity levels than
traditional base-payment systems. Performancepayment, itissaid, recognises
workers' contribution and rewards them in accordance with their effort.
Unions, on the other hand, tend to view individual performance pay as a
mechanismwhereby trade unionscometo bemarginalised and collectivism
weakened. Such straightforward assumptionsaretoo simplistic. Asshown
inthecaseof reformsinFiji’ ssugar mills, the payment schemehasnot been
employed aspart of aconcerted attempt to undermine collectivism. Infact,
the payment scheme has been integrated into a new managerial strategy
aimedatimprovingindustria harmony andlabour—-management cooperation.



Globalisation and workplace reforms in two regional agri-food industries 69

Performance pay schemes may theoretically be better employee
motivators but they are notoriously short-lived. Performance related pay
schemes are typically difficult to monitor, often have dysfunctional side-
effects and can generate demotivating pay anomalies if not handled
properly by management (Brown, Marginson & Walsh 1995). In the
case of FSC, the integration of unions and employees into the design,
implementation and operation of the performance evaluation process
may help overcome some of these weaknesses, allowing for long-term
effectiveness (see Kessler & Purcell 1995).

In the case of reforms in the Australian abattoirs, government
agencies, industry strategic planners and abattoir managers have taken
a counter position on payment systems. The tally system, a form of
performance based pay scheme, is viewed as unproductive, outdated,
complicatedandaliability totheentireindustry. Callstoremovethetally
system from the industry awards now resonate from the Australian
Industrial Relations Commission.

Efforts to implement alternative payment schemes in the Australian
abattoirs are motivated not by the notion of creating a more rewarding
payment system but from efforts to reduce worker control. For the tally
system has been a source of worker control for nearly a century. Worker
control, however, iscurrently seen asan impediment to necessary changes
and has come under increasing criticism from employers, pastordists and
conservative politicians. Although not exclusive by any means, the
Mudginberri dispute, theinitiation of * Troubleshooters’ contract |abour and
AMH de-unionising campaignsall illustratethelengthstowhichemployers
have gone to distance themselves from the meat workers' union. In each
of these disputes, abattoir owners, under mounting competitive pressures,
havesought toundermineor by-passtheAMIEU, establishmore* beneficial’
wagesand set up alternative employment schemes. Attemptsto removethe
tally system must therefore be viewed as part of an overall managerial
strategy of removingworker control, undermining collectivismanddevel oping
a non-union workforce.

In consideration of the outcomes of the two case studies, Fiji's sugar
mill reform efforts provide a more sustainable framework. Reducing
worker control and de-unioni sation arecertainly optionsopento management
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seeking to reduce labour costs and maximise profits under competitive
pressures. This strategy, however, may not result in the desired outcomes,
particularly in the long term. Asillustrated in the case of Australia s beef
industry, abattoirsattempting to make use of non-unionand contract | abour
havehad limited success. Thesetacticsresultedinlengthy and costly labour
disputes and strengthened union opposition to all reform efforts, and the
alternative work practices proved an inferior replacement to traditional
work practices.

Thereality of globalisationandinternational competitionisthat reforms
are often necessary. Unions, however, must not be held in contempt and
viewed as obstacles to either reform or increased profit and productivity
levels. Unions are not backward looking or blindly opposed to change.
Unions' objection isthat reforms and new advanced techniques are often
introduced without consultation and with no regard to their future in the
industry. AsFiji’ s caseillustrates, unions do recognise the need to change
for the betterment of theentireindustry. They arenot prepared to grant such
recognition, though, if it meansasignificant weakening of their bargaining
strength. A more desirable solution to the reform process, therefore, isfor
management andindustry leaderstointegrateunionsand employeesintothe
reform process through participatory management styles.

Industriessufferingfromlong historiesof astrainedindustrial relations
climate make peaceful reform efforts difficult but not impossible. As
illustrated in the case of FSC, even in the harshest industrial relations
climate, reformscanbecarried out if doneinaconsultativeand partici patory
manner. Any other approach would have been not far short of disaster and
would no doubt haveresulted in similar outcomestothoseinthe Australian
abattoirs. The fact that FSC is a public enterprise no doubt eased the
successful adoption of this strategy. However, there is no reason why
privately owned agri-firms cannot also forge new relationships with trade
unions more akin to consultation and negotiation on reform packages and
awide range of other issues.



Globalisation and workplace reforms in two regional agri-food industries 71

Unions and employees must also be involved in the planning and
development stages of reform packages. Their inclusion will help ease
dissent and resistence and secure workers' and unions long-term
commitment to reforms. As previoudly stated, the failure of strategic
plannerstoincludeFiji’ sunionsinthe early stages of reform planning over
issues of redundancies and other vital employee issues may be asourcein
the potential breakdown in management— abour cooperation.

Pacific governments, whosetax-revenueislargely dependent uponthe
survival of their agri-foodindustries, must providetheenvironment tofoster
suchlabour—management arrangements. Effortsto enforcereformsthrough
legidative changes favouring or weakening one party over another, asis
presently being attempted in the Australian meat industry, are likely to be
only marginally successful. These attempts may actualy prolong the
implementation time for real workplace reformsif employers or workers
abuse their new powers and the weaker partner attempts to preserve its
interests through other mechanisms. A truly successful mode for agri-
industria reforms is one in which the consultation on and negotiation of
reform packagesinclude all interested stakeholders—employers, farmers,
tradeunionsand government—in social partnershipthroughout all stagesof
thereform process. It has not been an easy lesson to learn but Fiji’ s sugar
industry now recogniseshow difficult yet vital establishingand maintaining
such apartnership isin the era of globalisation.
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Notes

1 AustralianIndustrial Relations Commission 1991; Industry Assistance
Commission1983; Industry Commission 1994a, 1994b; Booze, Allen&
Hamilton 1992, 1993; ACIL 1994; MRC 1993; AACM 1992.

2 Two dominant types of tally evolved. The ‘unit’ tally determinesthe
number of tally workersto be employed to meet atally target. Defined tasks
areweighted in terms of the different work effort involved, whichisthen
modified for processing of the different sizes and weights of animals, and
cuts of meat. Theless complicated ‘head’ tally, on the other hand, is based
on the ratio of the total number of livestock processed to the number of
slaughterersin the processing team (or in the case of boning functions, of
the total number of carcasses processed to the number of bonersin the
boningteam) (Industry Commission 1994b).

3 Federal Meat Inspectors have their own union, the Mesat Inspectors
Association, and are not directly associated with the AMIEU.

4  AMH, owned by the US-based agribusiness giant ConAgra, controls
16.5% of the national beef kill, 30% of Australia’ sfeedlot capacity and 70%
of the grainfed exportsto Japan (Jenkins 1996).

5 Prior to thiscampaign against the AMIEU, AMH wasinvolvedina
major industrial disputeinVictoria. In1990, following twel ve monthsof
picketing by the AMIEU, AMH managed to get anew industrial award
covering their Portland, Victoriaabattoir. The new award, estimated to have
reduced meat workers' wages by 18% due to changesin the tally system, led
to anumber of other Victorian abattoirs attempting to establish asimilar
award. The outcome of these developments was 10 months of strikes,
stoppages and picketing at various Victorian abattoirs and over 40 Federal
industrial disputecasesinvolvingthe AMIEU (Underhill & Kelly 1993;
Cooper 1992; Beef Improvement News, 1995). AMH at thetime of these
disputes was owned by EldersIXL (Australia slargest agribusinessfirm)
and not ConAgra.

6 [Prognostication of the future of Fiji’ s sugar industry ismore difficult,
being complicated by the escalating expiry of leases held under the
Agricultural Landlord and Tenant Act (ALTA) and uncertainty about future
arrangements; and the general uncertainties precipitated by the unresolved
political conflicts of 2000, whichinter alia prevented the successor
agreement to the Lomé Convention from being signed in Suva. The
commentsmade herewere, however, correct at thetime of writing. Ed.]
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7 Booker Agriculturelnternational Ltd. 1981; Landell MillsCommaodities
1991; Sugar Commissionof Fiji 1997; TechEcon1993.

8 For further discussion of payment schemes see Brown & Walsh 1994.
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