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These beliefs lead to the following policy positions:
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¢ Against a2 mmimum wage

e Agamst price controls
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The Revolutionary
Labour Bill

Mr. Dion Foulkes, the Minsster of Labour, in mectings with the
Trade Union Congress and the Bahamas Employess Confederation,
discussed s proposed Minimum Labour Standands Bill dated
January 2000. He descrbed it as “mevolutionary and historic™
legsslation that will produce equity for the worker and the industrial
peace that 15 cruczal for economic survival.

Regulation of the peaceful.

This comes at an odd moment i the country’s history. Under the
Free National Movement the country is expeniencing economic
growth and labour prosperity after ten to  fifteen years of
stagnation...2 penod when growth adjusted for mflaton and
population was flat. And, n fact, this prospenity has occurred
without 2 “revolutionary” labour bil.

In the povate sector unemployment is at low levels, wage rates are
up and employers are struging 0 find and retam qualified people.
For Bahamians there are opportunities to improve skills and to use
them; and for employess there is an absolute scaccity of qualified job
applicants that causes them to improve wages, working conditions
and traning. The labour macket 8 working to the benefit of all.

In contrast the govemment-managed sector of the cconomy s i 2
shambles. After seven yeass m office the govemment s runomg a
Post Office that does not work, an audine that cannot stop its losses
and 2 wlephone company that camnot be sold. More
importantly...the government-controlled sector of the economy has
the majority of the trade unionists. Since 1992 by far the greatest
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labour unrest has occurred within this sector and not outside it
where up to 70% of the population works.

The logic of the labour proposal scems to be that —

e In the name of labour peace, the peaceful must be
regulated. ..or...

e The regulation of the peaceful is the price that the Trade Union
Congress 1s sctting for labour peace.

The price of “peace™.

If prospenity is to be sustained, the country must become more
efficient and moovative. Yet the govemnment 1 proposing legsiaton
that will make this more difficult...not casicr. It wants © create two
neéw bureaucracks w0 regulate labour contracts 2nd worker safety mn
private enterprise.

e For bureaucrats this Bill provides jobs, a mandate to police
private enterprise and favor-granting opportunitics.

¢ For lawyers it handsomely enriches those who promote and
litigate this legislation.

¢ For the businessman and the cconomy it means added
costs in employing people and managing them effectively.

This is a sure way to undermine job security and prosperity.
The cost of “peace”.

This Bill deamatcally mcreases govemment control over the
economy at 2 moment in time when the wodd has discovered that
such centralized control diminshes economic growth and public
welfare. Let us look at the facts:



e In the Unuted States whenever the real mmmum wage increases
zszmﬂtoflegﬁhmxmmnpbmtofm
ncreases; and when the real minsmum wage decreases as 2 result
of mflation, uncmployment of tcenagers decreases.

e In developed countries centrally planned labour markets, mamly
contmental Westem Eumpe, hawe substaotully higher
unemployment rates than more market-dicected less ogd labour
markets such as the United States, Japan and New Zealand after
i reform program of 1984.

¢ The Economic Freedom of the World Annual Reports show a
economx welfare .. higher levels of economic freedom have
higher lewels of economic welfare 2nd growth.

¢ Coruption feeds and grows on govemment regulations and
control. Furthermore, it dimmishes and in time stops economic
growth. Citizens m free countries eventually react; and one needs
to look no further than the Bahamas n 1992 and Venezuela in
1999.

That’s the evidence.

Yet...this Labour Bill gives the Mimster of Labour unlimited and
extensive powers to set wages, to admmnister mandated labour
benefits 2nd o police working conditions. It creates two new
“mspector corps” sustably aemed to secure ewidence and t© lewel

penaltics.
As the great economist F. A. Hayck pointed out years ago, it is

“both ironic and tragic that goveraments in trying to shape the
economic future of its citizens...often with the most noble

intent...unwittingly produce the very opposite of what they
intend.”

That & the reality of polites.



Why take this road?

If economic reality conflicts so sharply with the Government’s
intent, why is the FNM again proposing this legislation?

There are two reasons —

1. Organized labour is being squeczed by the country’s need
to shed inefficient government enterprises and its inability
to promote militant trade unionism in the private sector.

2. The FNM wants labour support in the next clection so it
passes legislation to solve “organized labour’s” problem.

Neither of these is a sufficient reason to propose such
PR » leislati

January 30, 2000

The Labour Bill and
“Economic Rationalism”

The Bahamas since 1992 has made real economic progress that has
benefited everyone m one way or another. Yet...as 15 evident o
cveryone...many problems mmam. One of those 5 the
Govemnment’s intention to regulate the labour market. The proposed
Mmimum Labour Standaxds Bill dated January 2000 & controversial
and the issues are not smple. It helps, however, 1© look at the
experience of others._particularly 2 single country and its specific
expeniences. Such a case 18 New Zealand.



Economic Rationalism.

In 1984 the country reached a crisis state. With agocultural
commaodities accountng for 60% of all exports, it lost its favored
position i the English market And there were the ol shocks.
But...morc mmportandy...there was the full econumic cunsequences
of 100 years of socialism...2 marginal income tax rate of 66%, huge
subsidics, bloated govemment payrolls and mandawx] prices and
wage rates. Me John Wood, the New Zealand ambassador w0 the
United States, described New Zealand m 1984 as bemg “as tighdy
regulated, protected and centralized as any Fast Kuropean country
and pedformed about as well.” In 1950, New Zealand had 2 Gross
Domestic Product per capita 26% above the OECD group average
and 40 yeacs later it had fallen o 27% below that average.

The country reached a consensus: something drastic had t© be done,
no significant belp would come from abmad, New Zealanders
believed they could compete and the sacafice had to be bomn by
everyone. Under first the Labour Party and then the National Pany
the country tumexi tv 2 radwal madket-oncnmand program  best
described as “economic mationalism.” Between 1984 znd 1996, for
mstance, govemment employment sheank 59%, all faom subsadics
---whose value once equaled 30% of total output...ended, tanffs
were cut two-thirds, the exchange mate was unpegged and banking,
forcign exchange, price and wage controls ended.

NZ Labour Relations.

The Joumal of Labor Research in a2 1996 wmssue descobed the New
Zealand hbour market of 1984 28 “a Govemment nurturl
centrahized collecrivist and mierventionist system.” It began with the
Industnal Concilianion 2nd Arbtration Act of 1896, the first sysiem
of compulsory statc arbitration in the wodd. With this and
subsequent legislation the ideological need of the state to regulate
and control ndustrial affairs was satisfied.



And as one would expect trade unions prospered cven through the
first seven years of Labour Party refoom...a peniod when the reforms
were made m agrculture, banking, finance, taxation 2nd government
management. Dunng this peood unions pushed for worker gams
under the compulsory arbitation system. The number of unions
peaked m 1985 and the unionized shace of the workforce reached
44.7% m 1989.

In 1991 the newly elected National Party passed the Employment
(mtmctsAmandbmughthboutinlincwirhthcmﬁmnm
The Act removed government sponsorship of unions, provided for
freedom of association, ended compulsory arbitation and
established a system of voluntary arbitration of labour disputes
outside the Department of Labour.

The unionized share of the work force dropped t© 23.4% while the
size of the labour force rose 56%...from 892,800 in 1989 o 16
million m 1994. The econumy that grew at an average annual rate of
0.5% per year for 20 years pror 0 1984 increased at 5-6% per
annum m the 1990s.

The FNM Labour Bill.

The 2000 Report on the Economic Freedom of the World rates
the Bahamas today at 6.7 on a scale of 10 points...virtually the
same level as New Zealand before its program of econonmic
rationalism. With this Bill the FNM is introducing the
restrictive interventionist labour laws that characterized New
Zealand prior to 1984.

1. The Bill assumes that competitree market foroes do not
determine wages and working condmons and govemment
mtervention is necessary. Where “no adequate machinery exists
for the effective regulation of wages and working conditions™,
the Mmister s given unlimited power to set minimum wages;
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and the Bill sets minmmum standaeds for all major components
of compensation because it deems it necessary.

2. The Bill makes no pretense o be even-handed. For instance,
it makes no mention of worcker obligations or the bass for
summary dsmissal,

3. 'I‘wonewbu:eaucm:iuarecmwdwpolixpdmindmuy
with powess to inspect and levy penalties

4. The Bill, meffect.makesthebdusmalelmmlthcubn:t
of all labour/management disputes. It s compulsory insofar as
no provision s made in the Bill for an appeal of actions taken by
the Tribunal. Equally worrisome i the mtention of the Tobunal
0 get permission © write the first contract in the event that
labour and management reach 2 negotiating impasse.

5. The government m defending the Bill suggests “Tripartite
Solutions” where labour, management and the govemment
collude tn set wages and working conditions. Thss i the fascist
socialist alternative that wil promote economically irrational
rather than rational solutons,

One may argue that New Zealand tumed to cconomsc matonalism
because of a deastic finzncial cosss that the Bahamas does not have.
And one can observe an IMF urging the Govemment to dewvelop
new taxes and a Govemment that has not yet restrained the growth
m its expenditures

Perhaps bke s0 many other countries the Bahamas will only
take action when it is in the type of crisis faced by New
Zealand in 1984, That would be both unfortunate and
undesirable.

February 14, 2000



An Endangered Species —
The Bahamian Entrepreneur

A Bahamun catreprencur...who considers the proposed Trade
Union and Labour Relations Act and the Industrial Tobunal and
Trade Disputes Act dated April 2000...can quickly conclude that the
Govemment is stacking the cards agamst him.

He will realize that this legislation will implant militant and divisive
trade unionism m his enterprise. The Trade Union Act, for instance,
states that 2 union will represent his managess or wodkers if 40% of
those in the defined bargaming unit vote “Yes™ m a2 union
representation clection. The hurdle is now 40%...00t the previous
50%...thc percent most common elsewhere in the wodd. The

majority no longer rules.
Furthermore —

e If he does not supply the names and capacities of all workers in
the bargaming unit to the Mmsster of Labour within fourtcen
days, he s subject 10 a fine of up to $10,000 and $1,000 per day
for failure ©© comply.

® Then, if he docs not enter mnto contract negotiations in good
faith withm two months, he can be fined $50,000.

e The Industrial Tribunal could award him damages uwp to
$500,000 if in this process the Tribunal finds that the union
matrated an “industrial acton”. However, the union ¢an avoid
any lability by “rcpudiating” the action.

¢ And if he appeals the results of the epresentanon election, he
must stll enter contract negotiations durnng the 2ppeal process.
In this case he may be fined $50,000 for faiure o do so.

During the contract negotiations, he must give the union ncgotiators

mformmation about his company that they need for unimpeded
negotiations. The second act instructs the Tribunal to consider i 1ts
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awands the need “lo assure employees a fair share of any mcreases n
productivity.” This substantiates 2 union need for mformation that
goes well beyond the lasr annual balance sheet, income statement
and the wages and fringe benefits paxd. Ths dssclosure requicement
1 new and opens 2 Pandora’s box of uncertamty. What mformation
will now satsfy the “unimpeded negotiaton™ and “faie shace of
productivity” tests? Not mentioned at all 15 the froe madket test.. .the
wage that s sufficicnt to induce an employee to stay with the
company.

In being competitive m the market place and eammg a profit, a
successful entrepreneur must have managers and workers who are
honest, hand working and productive. In this community these
mdividuals are often relatives, distant relatives and frends...or
eelatives and foends of key employees. Support of the legimate
concerns of these employees is in an employer’s self-mierest and =
good labour relations. In almost all situations the majority of such
individuals do not want 10 be m 2 unson.

e Yet this law allows 2 40% mmonty to mmate the unonization
ProCcess.

e Tiven though the 60% majority may never jon the umon, union
dues will be automatically deducted from their pay without theic
consent. In reality this 1 legalized thicvery by the Government
fur the benefit of the union,

e The majonty may cventually nullify the automatic deduction;
however, this Act makes the nullification process more difficult.

And if the Bahamian entrepreneur read the January 2000 deaft of the
Minimum Standards Act, he woukl remember the “natonal labour
contract”...the set of standards (hat overndes any past or future
private agreement. He won’t forger the prowsssons for the unkmited
delegation of power o the Ministry of Labour...a nonekcted
official...as well as unfur dismussal, health and safety, two new
acmies of inspectors and the power to penalize for non compliance.
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It is no wonder that the Bahamian entrepreneur feels like an
endangered species to be devoured by union organizers, a
minority of his workers, aggressive lawyers and ambitious
bureaucrats and politicians.

April 16, 2000

A Call for Change
in the Proposed Labour Bills

The following & a positon paper presented o the Technical
Committee of the Bahamas Employers Confederation and The
Bahamas Chamber of Commerce on April 248,

Ome view of the proposed I'rade Union and Labour Relations and
the Industmal ‘Tribunal and ‘I'rade Iisputes act dated Apnl 2000 s
that they are an extension of the socuabst policics of the prewvious
government 10 today's prvate sector. It s the type of govemment
intervennon 2nd control that was widely practiced by labour partwes
and social democeats around the wodd i the 1960s and 70s. While it
may still have some political appeal it s an undesicable model for
cconomac development...a fact now known and established.

The Example.
To demonstrate this it is useful o look at a smgle “before and after”

cxample where the policy issucs are crysial clear. New Zealand s
such a case.
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New Zealand of the ecarly 1980s with its Labour Party
Government was described as the most socialist country
outside of the Communist Eastern Bloc with all of their
economic deficiencies.

Before 1984 the labour relations system had several major featuses,
some of which are comparable 1© those contained in the Trade
Unson Act.

¢ The union registration process gave specific trade unions
exclusive noncontestable nghts o bargain m  specific
occupations and mdustoes. In effect, the government gave the
selected union a protected membesship pool.

® Once 2 umion mepresentation was certified the employer was
required (O enter Contract negotiations.

¢ Umons negotiated for members and nonmembers alike and
registered collective agreements applied to all employees during
the contract témm, irrespective of union membership. Employers
could not hire labour outsiie of the unson conteact.

® FEmployees were obliged to win the appropnate umon and
failure to jomn was 2 prosecutable offense. Despite this, of the
720,000 workers under umion contract @ 1984, 610,000 were
union members and 110,000 were not.

¢ All labour disputes and grcvances were setded through
compulsory arbitration. This system was cstablshed in 1894, the
first such system in the wodd, and provided 2 full century of
expernence.

e Minmum wage and working conditions were set for cach
occupation 2nd mdustry. The guklng ponciples werne

Twenty yeass of cconomic stagnation and the loss of trade

preferences m the UK macket caused the country to adopt between

1984 and 1991 the most radical program of “market-orientated™
basic refomms ever attempted n 2ny developed country.



With respect to labour relasons, the changes included —

* Employess were not required to bargam  collectively and
employees were not sequired to jomn 2 umon as a condition of
employment.

¢ The teoms of a labour contract apphed only 1© union members
unless both parties agreed to 1ts extension to non-members.

o Parnes were free to stoke or lockout m connection with
collective bargammg.

¢ The Minsster of Labour no longer mamramed 2 umion registry
and “bargining agents” were “recognized” by employers on the
authorization of each employee.

* Voluntary mediation and adjudication using an Employment
Tribunal and Employment Court replaced the 100-year old
compulsory system.

¢ The Mmister and Department of labour were excluded from
any mle m mdustaal relations processes.

These radical changes weme part of a comprchensive market-
onentated program that was applied t all cconomic sectors..... from
privatizaton of the utihites w the simplification of tax and welface
systerns and balanced budgets.

The results were truly spectacular. The cconomy that had
grown at an average annual rate of 0.5% per year for 20 years

prior to 1984 increased at 5-6% per annum in the 1990s. The
unionized share of the labor force dropped from 76% in 1985 to
23% in 1994... from 683,006 members to 376,000. However, total
employment grew from 892,800 in 1989 to 1.6 million in 1994, 2

56% increase.

New Zealand s 2 good example because 2 Labour Party msmated its
reforms. In addition, the stated obpective of the Bahamian Trade
Union Act...the promoton of a fow strong unions and industry-
wide collective baggaming...will create m the Bahamas the labour
relations system that exssted in New Zealand before its reforms.
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The Call.

BECON and the Chamber should strongly recommend the
followmg changes:

1.

2

o

An employer is not under any legal obligation o bargain with a
trade union on a collective agreement.

The employer is free to lockout employees i connection with
contract negotiations if he determines that the negotiations have
reached an impassc. A trade union has the comparable right o
strike.

Union membemship is not a condition for employment.

A collective agreement applics only to the parties to the contract
and can be extended to non-partics only by specific provision in
the contract.

Union ducs can be deducted from a worker’s salary only with his
prior waiticn consent.

The mediation, conciliation and arbitration processes shoukd be
entirely voluntary.

Will the legacy of the FNM Government be the politically
correct and economically failed formulas of the 60s and 70s?
Or...will it take steps to meet the challenge of the very

compctitive global economy of today and tomorrow? The

BECON and the Chamber can be the catalyst for such

]

change in policy direction.
Apal 27, 2000
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Are Banks Racist?

Ome of our political messiahs, while debating 2 “Bdl for an Act o
Amend the Intemational Monetary Fund (IMF) and the Wodd Bank
Act, skillfully promoted class envy by demonizing the Banks as racial
profilers (The Tribune, Thursday, February 17, 2000).

“Racial profiling” 5 a derogatory term used w suggest that black
Bahamztans get less favwourable treatment than white Bahamians when
applying for 2 loan at 2 “forcign domestic bank.” The mplcation
being that black Bahamians cannot become entreprencurs if the
“policies and practices of those banks holdmg these same Bahamian
deposits are for the most part, developed by non-Bahamaans.”

In any dsscussion it is smportaat to consider all the faces and the
ssuc of protection of depositoss moncey is not considered with more
than a passing mention. However, by their nature, the “forcign
domestic banks™ being referned to are not in the business of venture
capital or mvestments that can be consilered “nsky.” Their fiest
poionty is to protect thewr depositor’s money and of cousse make a
profit. Not unlike any Bahammn business that has o protect its
mventory and make a profit to contmue to operate.

“Facts” were reportedly lad on the mble mndicating that the
“prejudice of a bankmg institution put one of our own people on the
brink of financial ruin.” (The Nassaw Guardian, Thursday, February 17,
2000). Not mentioned however 15 why the “bigger bosses”™ of the
Bank officer withdrew the facihty. It i not clear however if the
“facts” mcluded whether or not —

a) The cheat met established critena or,

b) ‘The bank officer had the authority o advance the funds in the
first place.
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The Three C’s of Credit.

Most banks’ lending practices are gwnded by 2 simple formula called
the Three (7's of Credit. These are Character, Capacity and Collateral.

1. Character i mmportant (0 ensure that the borower is legitimare
and has a good credit rating. If they are a fist time borower
decisions are made based on references, family slations ctc.

2. Capacity to repay the money is also important because if the loan
15 not repaxd the bank has to write it off against profits.

3. Collateral s 2 necessity in many mstances if 2 borrower © not
well known to the bank or wishes to borrow the money for a
less than conscrvative venture. If the only collateral available far
exceeds the value of the loan, this canmor be lasd ar the feet of
the bank 2s bemng unreasonable.

Start a Venture Capital Fund.

The good thing about a vibrant economy 2nd the competitive market
place © that ther are awmatives to these (so called) cacist
mstitutions...people who do not like the conscevate namee of
policies “developed by non-Bahamians™ can start their own veatuse
capital fund. They can take their money out of these Banks that, in
therr view, stifle entrepreneur-ship and lend their money to anyone
for any project they like.

“Nothing is easier to find than injustices.”

Dr. Thomas Sowell i 2n cssay to Creators Syndicate Incorporated
dsscussing his book Rawr and Calture A World View (1994) wrote:

“Tragically, both poorer countrics and poorer groups
within our society arc often distracted from the task of
their underlying problems are due to other people’s
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unjust treatment of them. All sorts of political
messiahs make a carcer out of focussing on such
distractions.

“Nothing is easier to find than injustices among
human beings, whether in a racially diverse or a
racially homogeneous socicty. But if injustice is going
to be your crutch, then you will always find enough to
keep you hobbling all your Life.”

Entreprencurial Development

Regrettably, many of our political leaders here at home would rather
keep us hobbling than see us succeed on our own ability.

The average Bahamiun (be they Black or White) has to hucdle
regulatory barriers when attempting 0 open 2 busmess. Unwaoitten
laws require us to vistt our “helpful”™ polinician or “rake care™ of the
bumcaucratic rent-takers, who are created by the same “helpful”
politicians, i order o get our busmess off the ground.

Free the economy of the trivial licensing requirements and the
bureaucratic maze. Build the road to economic freedom and
there will be a continuing economic boom from Abaco to
Inagua.

Rebruary 19, 2000
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“The hidden order, harmony and efficiency
of the voluntary free market,
the fidden disorder, conflict, and gross inefficiency

of coercion and intervention —

these are the great truths
that economic science reveals to us

through its deductive analysis

from self-evident axioms.”

- Murray Rothbard -

Goto the Internet
and

Open “wmmw.sefbahamas.org”
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