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1.  UPDATE ON THE ECONOMY  

The Economy is Not as Robust as it was Last Year 

[R1.1] We have updated the economic data that were part of our first written 
submission to take account of the new information which has become available. The 
two most important additions have been the release of the National Accounting 
estimates for the December quarter and the re-seasonalised Labour Force data which 
have also been updated to the month of February. 

[R1.2] But before looking at the data itself, we would make an observation on the way 
in which the ACTU views our assessments of economic activity and its strengths and 
weaknesses. The ACTU appears to believe that ACCI has been stating that the 
economy is on the point of collapse and that yet another increase in the Safety Net will 
push it over the precipice into a prolonged and deepening recession. That is the only 
way one can account for the tone of the ACTU response to the ACCI forecasts which 
were published in The Age. There is nothing inconsistent between the ACCI 
submissions that have been made in the present case, and those forecasts, nor with 
results of our many surveys, all of which seem to indicate that the Australian economy 
is performing well even though there are many trouble spots and serious downside 
risks in a number of areas. 

[R1.3] Indeed, it is ACCI’s view that overall the management of the Australian 
economy has been of a high order. It has been this management that has continued to 
underpin Australia’s economic performance. What has been of the utmost importance 
has been the return of the Federal Budget into surplus and the cuts to public spending. 
There has been some action to reduce regulation in a number of markets, including the 
labour market. There has also been the opening of the Australian economy to 
international trade. These have all made a very important difference to the strength of 
the Australian economy and it is because of these changes that Australia, especially in 
comparison with other developed economies, continues to do as well as it does. 

[R1.4] But there have been two major areas of economic policy where policy has not 
only failed to assist in recovery but has contributed to the recovery being less robust 
than it might have been. These two areas are, firstly, the actions that have been taken 
repeatedly by the Reserve Bank of Australia to slow economic growth and secondly, 
decisions of governments of tribunals that have raised the cost of labour with 
insufficient consideration of the effect on many of the businesses who are compelled 
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to pay such increases. These increases in labour costs have had a negative effect on the 
economy overall and on the labour market in particular. 

[R1.5] Even looking at the past year, as solid as it has been, there can be little question 
that there have nevertheless been difficulties. There has, firstly, been the fall-off in 
GDP growth. There is little doubt that much of this fall-off has been related to the 
drought but it has been a real fall in GDP growth for all that. The ACTU cannot simply 
state that this is last year’s problem since it is affecting a large segment of the 
economy on an ongoing basis, and will have repercussions well beyond the farm sector 
itself. 

[R1.6] There is then the data showing that private sector employment growth has been 
stagnant, and may even have fallen. The figures on hours worked in the market sector 
have shown a minimal rise over the past year and during the past six months an actual 
contraction. 

[R1.7] There have been widening problems on the current account and in Australia’s 
balance of payments. Again this is largely drought related but there are, as with any 
such complex issue, other factors which have been involved. It remains a matter of 
serious concern that with the current account deficit widening as it has been, that we 
are yet again contemplating increasing business costs and thereby reducing Australia’s 
international competitiveness. 

[R1.8] Inflation remains at the top of the RBA target range. Uniquely amongst 
developed economies, the RBA raised official rates of interest last year and have 
maintained rates at these higher levels since then. In so doing, it has put downwards 
pressure on business investment and upwards pressure on the value of the Australian 
dollar, which continues to rise even with the widening deficit on the current account. It 
has also added to the cost of borrowing for wage earners who use debt finance or are 
paying off a mortgage.  

[R1.9] The data show that investment expectations have fallen. The expected growth 
rate remains positive but is well down on the previous year. 

[R1.10] Each of these is a problem that is materially worsened by increasing award 
rates without regard to productivity. The questions that we have always at the forefront 
in Safety Net cases such as this are what should the increase in award rates be if GDP 
growth, investment growth, employment growth, and real wage growth are to increase 
to the greatest extent. And these are not simply one year improvements but 
improvements  that are sustainable and sustained over an extended period of time. 
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Looking to the Year Ahead 

[R1.11] Forward projections and forecasts carry inherent risks; and those risks are 
significant at the current time. If one is seeking to predict good news about the 
economy in the year ahead, the only really good news at this time is the anticipation 
that the Australian economy will continue to grow. Indeed, there may be a number of 
positive features that could influence economy activity, generally though, of the kind 
that might indicate that in some areas the worst may be past. Given the recent rains, 
drought conditions may ease over some of the currently affected eastern states. This 
remains speculative. Even so, there will be lingering consequences for this year’s 
drought. The coming of rains does not restore the incomes that have been depleted, nor 
is there evidence to be strongly confident that the drought is a thing of the past. 

[R1.12] It is also to be hoped that there will be an end to the conflict in the Middle 
East with a subsequent fall in oil prices. This, too, would have a positive influence on 
the Australian economy although here too the wider and more long-term implications 
of the war cannot be assessed in full. The best that one might hope for is that we will 
be no worse off economically as a result, but there are good reasons to think that this 
may not be the case. From the American budget deficits to the possibility of greater 
terrorist threats, the full implications of this campaign are simply an unknown.  

[R1.13] More negatively, however, will be the ongoing depressed international 
conditions. Even if we see greater strength in the United States, the large budget 
deficits may have negative implications for economic growth in the United States as 
well as having effects elsewhere. In addition, the Americans need to pay for the war in 
Iraq may yet have important but as yet unforeseen consequences. There is thus no 
reason to believe that there will be a significant widening of the upturn across the 
world. Outside the US, the problems appear more entrenched, with the Japanese 
economy again in recession and the EU struggling to achieve adequate rates of growth. 
There is therefore the possibility of continuing problems on the current account as 
export growth fails to match imports, while domestic production fails to replace 
imported consumer and capital goods. The adjustment problems will limit Australia’s 
economic potential. 

[R1.14] There are then a number of more negative characteristics of the economy as 
we look forward that should also be borne in mind. At the top of this list is the 
likelihood for a significantly lower rate of business investment growth. The ABS 
Private Capital Expenditure first estimate for 2003-04 shows a fall from last years 
growth figure of 14.4% to this year’s figure of 4.5%. 
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[R1.15] This will coincide with a slowdown in dwelling construction. Indeed, most 
forecasts now estimate that there will be an actual fall in the level of dwelling 
construction during the coming financial year.  

[R1.16] There is also the likelihood of an even slower rate of growth in employment. 
The data from the Department of Employment and Workplace Relations leading 
indicator of employment show that there has been a fall for five consecutive months 
since November 2002. They state that ‘the recent fall in the indicator continue to point 
to a possible slowdown in employment growth around mid-2003.’ This is a conclusion 
that is also indicated by the ANZ Job Ads series. 

[R1.17] There is also the possibility of a significant fall in the level of private 
consumption. Although it is likely to have been related to the drought, household 
savings in the December quarter were for the first time negative. There was actually 
net dissaving across the household sector in Australia. One cannot expect consumer 
growth to continue based on net dissaving. Indeed, attempts to rebuild personal 
savings may itself reduce the growth in private consumption over the year. 

[R1.18] In some senses, the financial year 2002-03 has been an exceptional year. But 
that is precisely the problem. It has been exceptional. It has been different from the 
years prior to it and the concern is that it will be different from the one that follows. 
That is, there are signs that the present financial year may be succeeded, in 2003-04 by 
a year which is significantly weaker than the one that had preceded it. 

[R1.19] No one thinking back to one year ago, and recalling the widespread optimism 
that existed at that time, can possibly confuse that time with the very profound change 
of mood that exists today. We live in more troubled times and with most of the risks 
before us are downside. They may well be avoided, but the risks exist nonetheless. The 
very perception of such risks, which are broadly recognised across the economy, may 
itself be a factor in containing growth. Given everything we know at this time, there 
are strong reasons to believe that 2003-04 will be a more difficult year than the one we 
are about to complete. 

[R1.20] In discussing the most recent data on the macroeconomy, there are two areas 
in particular that need to be focussed on. There is, firstly, the level of investment 
looking forward into the year ahead. And there is the issue of employment growth, 
which requires a specific focus on the Labour Force data which in our very strong 
view has begun to wrongly estimate the growth rate between periods. Turning first to 
the issue of investment, the growth rate over the past year has been all that could have 
been hoped for. In terms of private business investment, there was an increase of 
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16.6% over the year to December. But as the data in Table 10 of Attachment A show, 
and as is also shown in Chart 10, the growth rate of business investment appears to 
have crested and while the rate at December was quite good, there is reason to believe 
that the movements over future quarters will be weaker than had been the case over the 
past year and a half. 

[R1.21] What adds definite force to this conclusion are the results of the New 
Expected Capital Expenditure series. The first estimate for 2003-04 was released since 
our first written submission was tendered. And what this estimate shows is a much 
more subdued level of investment looking forward to the financial year ahead. As 
Table 11 of Attachment A shows, the first estimate last year was 14.4%. That is shown 
in the first column of Table 11. This estimate has been a relatively reliable indicator of 
the growth rate in investment during the present financial year and there is no reason 
to believe that it is not providing an accurate reflection of business intentions for the 
year ahead. 

[R1.22] It is therefore an important cautionary sign about the economy moving 
forward to note that the first estimate of Expected Capital Expenditure shows a growth 
rate of only 4.5%. This is well down on the 14.4% in the final preliminary estimate last 
year, and even farther below the 21.2% that was the figure available during the case 
last year. 4.5% growth in Private Capital Expenditure, which in this case an aggregate 
of non-dwelling construction and investment in machinery and equipment, points 
towards a generally poor year for business investment in 2003-04. When this is 
combined with the virtual certainty that the growth in dwelling construction will be 
minimal and probably negative, one must then recognise what an entirely different 
year we are looking forward to in comparison to the situation as it existed during the 
case in 2002. 

[R1.23] In the same way that the 21.2% first estimate last year provided support to the 
Commission for granting the $18 increase so this 4.5% projected growth rate for 
capital expenditure must, in the same way, provide strong grounds for substantially 
limiting the increase granted this year. This is one of the most important indicators that 
2003-04 will be, economically speaking, more subdued year than the one that has just 
gone past. 

Labour Force Statistics 

[R1.24] In dealing with what has happened consequent in the wake of the decision last 
year, one of the issues we have raised has been the employment consequences. 
Granting so large an increase has shown up in the market sector hours worked data and 
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has been confirmed as part of the survey material collected by ACCI and others. But 
our concern has been that the apparent series break in the Labour Force data has made 
it almost impossible to identify the impact in terms of the number of jobs. 
Nevertheless, it is quite clear even in looking at the Labour Force figures, that the 
decision in last years case led to a weaker labour market across the economy. 

[R1.25] In looking at the Labour Force data, it is important to concentrate on the 
seasonally adjusted figures because of the manner in which they are calculated. The 
original figures retain all of the seasonal fluctuations. The trend data are affected 
because the level and growth rate recorded in any one particular period is influenced 
by the growth rates in subsequent periods. Therefore, a rapid increase in the quarters or 
months following a particular quarter or month will lead to an upward revision in the 
estimate for the month in question. 

[R1.26] Given that the issue is the introduction of the new sample base in the Labour 
Force estimates in November 2002, it is necessary to examine the data using the 
seasonally adjusted figure which are not affected by movements in subsequent periods. 
The manner of calculation of a seasonally adjusted figure has virtually all such effects 
washed out in the construction of these estimates. These figures are thus stand alone, 
and comparisons between individual months can be used to highlight actual 
movements between periods. 

[R1.27] Any examination of the Labour Force data ought to make one extremely 
suspicious of what has taken place. Since we know that in November 2002 a new 
sample was introduced into the Labour Force figures where an entirely new cohort was 
added while an existing cohort was taken out, there is an unambiguous explanation of 
why such a break in the series has occurred. It is unfortunate that it has occurred, but 
there is a readily available and clear explanation of why it has taken place. Looking 
then at the data, it will be seen that the growth in the participation rate in November 
was 0.8% following a month where no change occurred. This was by recent standards 
a very large increase, but not entirely exceptional on its own. Other increases of a 
similar magnitude had occurred in the past even though an increase of this size was 
unusual. The increase across the year at that point was 1.8%, again large but not 
unusually large. 

[R1.28] In December there was another monthly increase which on its own was not 
untypical but having followed the 0.8% of the previous month took the increase in just 
November and December to 1.4%. The increase to December 2002 in comparison with 
December 2001 was 2.4%. 
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[R1.29] In January there was yet again another extraordinarily large increase, this time 
of 0.9%. The increase on an annual basis was recorded at 2.5%. And finally, in 
February 2003, there was a fall in the number of persons in the Labour Force of 0.2% 
which maintained the growth in the participation rate over the year to February 2003 
as 2.5%. 

[R1.30] What is important to appreciate is the change that has occurred in the data 
between October and November. Between February 2002 and October 2002, the 
growth in the number of persons in the Labour Force was 0.4%. Then from November 
2002, with the rolling in of the new sample based on the 2001 census, there was a 
recorded increase in labour force participation of 2.1%. Thus, in the last four months 
of the year there was an increase five times larger than had occurred in the first eight 
months. 

 
Labour Force Participation 

Monthly Seasonally Adjusted Data 
 

   
000’s 

Quarterly 
Percentage 

Change 

Annual  
Percentage 

Change 
2001 Jul 9817.0 -0.1 0.9 

 Aug 9858.2 0.4 1.2 
 Sep 9825.8 -0.3 1.1 
 Oct 9876.4 0.5 1.7 
 Nov 9867.0 -0.1 1.7 
 Dec 9859.9 -0.1 1.3 

2002 Jan 9946.3 0.9 2.3 
 Feb 9929.5 -0.2 1.7 
 Mar 9919.5 -0.1 1.7 
 Apr 9891.6 -0.3 0.6 
 May 9919.9 0.3 1.0 
 Jun 9966.0 0.5 1.4 
 Jul 9908.0 -0.6 0.9 
 Aug 9991.1 0.8 1.3 
 Sep 9970.4 -0.2 1.5 
 Oct 9966.7 0.0 0.9 
 Nov 10043.9 0.8 1.8 
 Dec 10101.0 0.6 2.4 

2003 Jan 10195.5 0.9 2.5 
 Feb 10173.3 -0.2 2.5 

 
[R1.31] The reason for this concern is that the growth in participation such as this 
influences the growth in each of the individual employment indicators. Greater 
participation flows across into the data on total, full-time and part-time employment. It 
also flows over into data on unemployment. And thus what we have are increases in all 
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of these measures, when one would have expected that a large increase in employment 
should have led to a reduction, indeed a large reduction, in the number of unemployed. 

 
Growth Rates between Periods 

Labour Force Data 
 

Participation Rate 
 

 February 2002 to October 2002 0.4% 
 October 2002 to February 2003 2.1%  

 

[R1.32] And why this is so crucial is that if the participation rate is growing in a way 
unrepresentative of the underlying state of the economy then it is giving a misleading 
impression of current labour market trends that if accepted unequivocally would lead 
to the belief that the labour market is growing rapidly and strongly. A proper 
examination of the data will show that this is not the case. 

[R1.33] The next set of data show the monthly seasonally adjusted figures for full-time 
employment. It is in full-time employment that the proper status of the labour market 
can be identified. There is no question that for many employers and employees, part-
time employment is a preferable outcome. But as a measure of labour market strength, 
it is the growth rates in full-time employment that are the important measure to 
examine.  

[R1.34] As the table shows, the growth rate between February 2002 and February 
2003 for full-time employment is 2.8%. But what is so notable is that with the change 
in the sample starting from November there are three quite untypical increases in the 
monthly level of full-time employment. In November there is an increase of 0.7%, in 
December there is an increase of 0.7% again, and then finally, there is an increase in 
January 2003 of 0.9%. Thus, if the full year is broken down we find that the growth 
rate in the period between February 2002 and October 2002 was 0.3%. Then with the 
introduction of the new census based sample, we find that between October 2002 and 
February 2003 the growth in full-time employment has suddenly increase to 2.5% 
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Full-Time Employment 
Monthly Seasonally Adjusted Data 

 
  (000s) 

 
Quarterly 
Percentage 

Change 

Annual 
Percentage 

Change 
2001 Jul 6576.4 -0.9 -2.3 

 Aug 6625.4 0.7 -1.4 
 Sep 6660.4 0.5 -0.8 
 Oct 6632.9 -0.4 -1.2 
 Nov 6642.9 0.2 -1.0 
 Dec 6635.0 -0.1 -0.9 

2002 Jan 6676.7 0.6 0.3 
 Feb 6665.9 -0.2 -0.3 
 Mar 6681.1 0.2 -0.2 
 Apr 6652.4 -0.4 -0.3 
 May 6710.2 0.9 0.7 
 Jun 6659.5 -0.8 0.3 
 Jul 6657.3 0.0 1.2 
 Aug 6725.6 1.0 1.5 
 Sep 6718.7 -0.1 0.9 
 Oct 6686.6 -0.5 0.8 
 Nov 6735.9 0.7 1.4 
 Dec 6779.8 0.7 2.2 

2003 Jan 6842.1 0.9 2.5 
 Feb 6852.1 0.1 2.8 

 
[R1.35] This is in direct contrast to the ANZ Job Ads Series and the Department of 
Employment and Workplace Relations leading indicator of employment, which both 
showed weak employment growth during that period.  On this basis one should have 
no hesitation in questioning the reliability of these ABS figures. They are so entirely 
improbable as genuine measures of the growth rate in full-time employment that they 
cannot be accepted as reliable reflections of the true circumstances in the labour 
market in the latter half of 2002 and at the beginning of 2003. 

[R1.36] However, an examination of the data through until the series break at 
November provides some interesting and important insights into the state of the labour 
market during the past year. The period from May 2002 to October 2002 covers the 
period from the granting of the decision through to the last month before the series 
break occurred. Going back another five months takes us to December 2001. And what 
we find in the data on full-time employment is that between December 2001 and May 
2002, the growth in full-time employment was 1.1%. If one takes the latter period 
from May 2002 through to October 2002, it will be seen that the growth rate was 
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actually negative, falling by 0.4% over that five month period. This is an estimate of 
labour market trends that is entirely consistent with the data on hours worked in the 
market sector published in the National Accounts. Hours were growing up and through 
until the decision was granted and then an actual contraction in hours worked in the 
period after. 

[R1.37] If one is concerned about the large growth rate that took place in the month of 
May itself, one can change the period examined so that there are two periods of six 
months each, from October 2001 through to April 2002, during which the growth in 
full-time employment was 0.3%. Then going from April 2002 to October 2002, the 
increase was 0.5%. Thus, the aggregate over the entire year was 0.8%. 

[R1.38] The growth rate in the labour market has been subdued, with the minimal 
growth in full-time employment being the most noteworthy feature. The data provide 
further evidence that the increase granted in 2002 had an inhibiting effect on the labour 
market. As important and legitimate as part time employment is in what ought to have 
been an extraordinarily good year for employment given the strong growth in the 
economy overall, what has been found instead is that full-time employment growth has 
been subdued.  

 
Growth Rates between Periods 

Labour Force Data 
 

Full-Time Employment 
 

 February 2002 to October 2002 0.3% 
 October 2002 to February 2003 2.5% 
 
 December 2001 to May 2002 (five months) 1.1% 
 May 2002 to October 2002 (five months) -0.4% 
 
 October 2001 to April 2002 (six months) 0.3% 
 April 2002 to October 2002 (six months) 0.5% 
 
[R1.39] Between October 2002 and February 2003 the growth in full-time 
employment was nothing like the 2.5% shown on the Labour Force statistics. It is a 
serious concern that the Labour Force data are mis-recording the current growth rate in 
employment. Nevertheless, there is enough data available over the period up until 
October to make it entirely evident that the labour market, particularly the full-time 
labour market, has been subdued. Given all of the other evidence, both through the 
ABS and from other sources, no other conclusion can be reached. 
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Final Comments on the Economy 

[R1.40] A year ago all submissions to the Safety Net hearing recognised the buoyant 
nature of the Australian economy. A year later, all submissions recognise that 
economic conditions have softened and that there are a large number of downside risks 
beyond this. That is, irrespective of how the war in Iraq might proceed or how 
comprehensive the lifting of the drought will be, 2003-04 appears likely to be a weaker 
year than 2002-03. Given the generally downward nature of the economy, the fall-off 
in investment, the slowdown and probable contraction of dwelling construction, the 
fall in hours worked in the market sector and the increasingly large deficit on the 
current account, there is a strong case for no increase in award rates, and no case for an 
increase of the magnitude sought by the ACTU. 
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2. THE SAFETY NET & ECONOMIC OUTCOMES  

Safety Net Increases have Consequences 

[R2.1] One of the points the ACTU repeatedly makes is that last year’s decision had 
no discernable effect on the economy. For example, twice on page 5 of their reply 
submission they insist there have been no adverse consequences from the decision. For 
example, they state: 

‘There is simply no evidence that the Commission’s decision to award an 
$18 increase in all award rates last year has had any adverse impact on the 
Australian economy.’ 

[R2.2] They then say make the following comment in regard to last year’s decision: 

‘There is nothing in the economic data, either at a macroeconomic or 
sectoral level, that suggests last year’s Safety Net increase had any adverse 
economic impact. There is no data and the submissions of the 
Commonwealth and the opposing employers simply cannot and do not point 
to any.’ 

[R2.3] Then on page 6 there is the following assertion: 

‘If a demonstrable adverse impact could be shown it should have been 
evident as a result of last year’s decision.’ 

[R2.4] The sum and substance of all of this is to say that because the roof did not 
immediately fall in on the granting of the $18 in May 2002 that there was therefore no 
negative effect on economic activity. It is, of course, the approach of the ACTU to 
deny any relationship between various negative outcomes and Safety Net decisions so 
that, once it has dismissed all the contrary evidence as flawed or insufficient, that it 
can then say that there has been no evidence that the decision had caused harm. Yet 
the unfortunate fact is that there is evidence showing harm caused by last year’s 
decision. The decision itself acknowledged some likely adverse labour market impacts. 
We have alluded to that evidence in our first written submission and there has been 
some additional material that has been released since then which adds to our reasons 
for concern. 

[R2.5] The ACTU can, of course, point to the large number of other economic events 
that have taken place that have had a negative effect on the Australian economy and 
therefore say that whatever harmful effects there might have been on the Australian 
economy, they were caused by these other factors and were unrelated to the Safety Net 
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decision. It is for this reason that so much of our submission is focused on the labour 
market. Not only is it important in itself to achieve a sustained increase in 
employment, but it is also important as an indicator to show that the Australian 
economy is not performing to its full potential. 

[R2.6] A second important matter is to note that last year’s decision was not the first 
Safety Net decision but in fact was the sixth over the past six years. That the decision 
was significantly higher than had been expected would and did have an effect on 
labour market outcomes, but that there was a decision of some kind would have 
surprised no one in business. These Safety Net increases, even if they are factored in 
by businesses, deter many businesses from undertaking activities that they might 
otherwise have done. It is simply not available to the ACTU to say that there was no 
large difference in economic outcomes that can be directly attributed to that decision. 
It must look at the entire history of such Safety Net decisions and recognise that 
reticence to employ and the general reluctance to invest is to some extent due to the 
Safety Net decisions which have become a constant problem for award reliant business 
since 1997. 

[R2.7] We therefore turn to deal with the assertion made in paragraph R6.49 of the 
ACTU reply submission where is stated: 

‘Last year, the Commission awarded the largest increase in award rates for 
many years. If there was ever a year when the Commonwealth and 
employer groups, on their own arguments, have been able to bring the 
Commission robust empirical evidence of adverse effects of a Safety Net 
adjustment it would be this year. Instead, however, they have absolutely 
failed to provide such evidence.’ 

[R2.8] But in dealing with this matter, it is firstly important to again remind the 
Commission that, unlike the assertions made by the ACTU, the increases granted 
through the Safety Net are not invisible, nor are they minor nor are they small. These 
are increases which are clearly visible and can be identified in the data. The chart 
below shows the quarterly movements in the wage cost index since its first publication 
in September 1997. These figures are the original data; they are neither seasonally 
adjusted nor trended. These figures thus show when these increases occurred and have 
not been smoothed out through such adjustment techniques. And what these figures 
show is that in the September quarter of each year there is an upwards spike in this 
wage cost index. Were the figures to be seasonally adjusted this spike would disappear 
because it is so clearly a seasonal event that takes place in the September quarter of 
each year that if we were using trend data or seasonally adjusted data it would be 
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rendered entirely invisible. In the original data, however, this increase in the quarterly 
growth rate in the wage cost index cannot be missed. 

Quarterly Growth in the Wage Cost Index
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[R2.9] As we noted in our first written submission, the ACTU has itself acknowledged 
that is in the September quarter that decisions in the Safety Net are registered through 
the economic system. And what we see is the consequence of such increases in each 
year. These are increases that are not invisible, but are rather large and important. 
What is clearly taking place is that there are adjustments made to the Safety Net that 
are incorporated into wages during the September quarter and perhaps, also into other 
wage adjustments made in the same quarter based on what has taken place in the 
Safety Net case. 

[R2.10] But what is also discernable in these figures is that the WCI growth rate in the 
September quarter of 2002 has been the largest during this entire Safety Net process. 
The ACTU makes a point of emphasising that this was the largest Safety Net on record 
and asks what difference it made. The answer is that the difference it made was that 
we ended up with the largest quarterly increase so far recorded. 

[R2.11] Irrespective of the fact that it was the largest, it is important and highly 
significant that this jump in the growth rate occurs every year in the quarter in which 
the Safety Net flows through into wages paid. To believe that no economic decisions 
are made as a consequence of this increase in the cost of labour is simply not credible. 
The ACTU may profess to deny that these increases have any effect on business, but it 
ought to be clear that an increase in the cost of labour of this magnitude, unrelated to 
growth in business productivity, will lead to other accommodations being made in 
affected businesses across Australia. 
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Labour Market 

[R2.12] How then did this increase in the cost of labour affect business decision 
making? There is little doubt that most firms would have anticipated some increase in 
the Safety Net during 2002. But what they would not have expected was an increase of 
the magnitude that was ultimately decided. This was an increase that raised the 
minimum wage by 4.4% and raised award rates on average by more than 3%. It was, 
as the ACTU has noted, the largest increase on record and, for many firms, a level of  
increase that would have been unanticipated and not factored in ahead of time. 

[R2.13] The data on hours worked in the market sector are shown below which 
provide an indication of where the labour market has been moving. These are trend 
data and show hours worked in the market sector which is the closest approximation 
we have to the private sector.1 

 

 

 

 

 

 

 

 

 

ABS: National Income, Expenditure and Product (Cat 5206.0) – Table 1 

Hours Worked 
Market Sector 

 

Trend Data 
1999 March 97.3 
 June 98.2 
 September 99.1 
 December 100.0 
2000 March 100.7 
 June 101.2 
 September 101.1 
 December 100.4 
2001 March 99.5 
 June 99.0 
 September 99.2 
 December 99.7 
2002 March 100.1 
 June 100.2 
 September 100.0 
 December 99.8 

 

 

1 Five industries are excluded from the market sector: Property and business services; Government 
administration and defence; Education; Health and community services; and Personal and other 
services. These are excluded because their outputs are not marketed and/or because their outputs 
are delivered either wholly or primarily by using either deflated input cost data or hours worked as 
indicators of output. The chain volume measure of production of a group of industries referred to as 
the market industries less the above five industries, less Ownership of dwellings (for which an index of 
capital services is used as the indicator of output), plus taxes less subsidies on products attributable to 
the market sector 
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[R2.14] What is notable about these figures is they do not appear to have been 
compromised by the same kind of statistical rebasing that the Labour Force data have 
undergone. There is no apparent discontinuity in the hours worked data in the 
December quarter as there is in the Labour Force figures themselves. 

[R2.15] What is also quite notable about these figures is how poor the growth in hours 
worked has been. Unlike the Labour Force data where it is difficult to properly weight 
the overtime, part-time and full-time to gain a measure of total labour force 
participation, here we have a measure of the aggregate number of hours of work that 
employers have been willing and able to pay for. 

[R2.16] It is a significant matter of concern that the number of hours worked across the 
market sector between December 1999 and December 2002 has been, for all practical 
purposes, static. In December 2002 the index level is 99.8 which is slightly below the 
figure that is recorded in December 1999. Of itself this is an issue that the ACTU must 
explain if it is to demonstrate that the Australian economy is able to accommodate 
Safety Net increases. In a period of such robust growth, one would have expected a 
much better labour market outcome than we have achieved. That in spite of this rapid 
growth there has been a fall over the past three years in hours worked requires 
explanation. 

[R2.17] But there is an even more worrying sub-trend within these figures that the 
ACTU has tended to ignore. It will be noted that June 2001 was the low point in a 
downturn in hours worked that had begun in June 2000. Then between June 2001 and 
June 2002 there is a continuous upward movement in the number of hours worked 
across the market sector. The index rises from 99.0 to 100.2. This is an increase of 
1.2%. It is not a very large increase and one would have hoped for better but 
nevertheless it is an increase. However, coincident with the increase in the May 2002 
increase in the Safety Net, and in our view partly caused by that increase, there is a 
sudden reversal in this trend. At June 2002, the index level is 100.2. In December, half 
a year later, this index has fallen to 99.8. 

[R2.18] This is an outcome consistent with our view of the effect of the Safety Net 
decision on employment and inconsistent with the ACTU view that there has been no 
effect at all. Had the number of hours worked continue to rise between June and 
December at the same rate as they had risen between December and June, then by 
December the index would have been 100.7. Instead, it was 99.8. In other words, the 
number of hours worked in the Australian economy would have been 0.9% higher then 
it actually was by that date if something had not intervened to halt growth. 
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[R2.19] Were there other things affecting the Australian economy at that time? There 
certainly were. But they didn’t affect the growth rate of the market sector overall 
which grew by 3.9%. What they did instead was affect the willingness of businesses to 
add additional employees and to have employees work additional hours. 

[R2.20] So in answer to the ACTU here we have robust empirical evidence of adverse 
effects of the Safety Net adjustment. It lowered the number of hours worked across the 
Australian economy and kept unemployment and underemployment higher than they 
otherwise would have been. 

Underemployment 

[R2.21] Amongst the issues raised in our first written submission and ignored by the 
ACTU in its reply are the data on Measures of Labour Underutilisation. What these 
figures do is firstly highlight in a more rounded way the extent to which the labour 
market is failing to provide the jobs sought by the community. Secondly they are a 
reminder of the manner in which the Safety Net is preventing a more comprehensive 
improvement in economic conditions overall. We reproduce a table that was tendered 
as part of our original written submission which shows how much more widespread 
the problems created by underemployment are. The figure of an unemployment rate of 
6.0% no longer seems to have the power to shock. We no longer recall the days where 
the unemployment rate was below 2% which was the norm from the end of World War 
II right through until the beginning of the 1970s. It is therefore important to remind the 
Commission that the situation in the labour market materially is worse than looking at 
only the headline unemployment rate would reveal. 

Measures of Labour Underutilisation 
 

At September Long-Term 
Unemployment 

Rate 

Unemployment 
Rate 

Underutilisation 
Rate 

Extended 
Underutilisation 

Rate 
1994 3.0 9.0 14.1 15.5 
1995 2.3 8.1 13.8 15.1 
1996 2.3 8.3 13.8 15.2 
1997 2.6 8.2 13.6 15.0 
1998 2.4 7.7 13.0 14.3 
1999 2.0 7.1 11.8 13.2 
2000 1.5 6.1 10.9 12.2 

2001 1.5 6.8 12.5 13.6 
 

Source: ABS – The Labour Force (cat 6203.0) October 2002 
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[R2.22] So far as the Labour Force data are concerned, being employed requires one to 
have worked for only a single hour during the survey week. Many individuals who are 
working for only a handful of hours would prefer to work more hours than they do. 
There is not much difference between someone who is unemployed and someone who 
has worked only one or two hours during a week in terms of their ability to earn an 
income. It is these figures on underemployment which, therefore, provide a more 
rounded picture of the labour market. 

[R2.23] In none of this do we suggest that part-time employment is not, for many 
workers and businesses, the optimal arrangements. Yet, in the same way that we would 
like to see businesses provide more jobs overall, we would also like them to offer, on 
average, more hours per job. Many of those who are employed only part-time would 
prefer to have the option of a greater number of paid hours. 

[R2.24] What the ACTU fails to understand is that it is the decisions in the Safety Net 
that are keeping many potential workers unemployed and for other workers are 
pushing them to the periphery of labour market, keeping them from working as many 
hours as they would prefer to work if they were given the choice. 

[R2.25] The ACTU asks how the Safety Net increases are affecting the economy. We 
reply that they have kept unemployment higher than it otherwise would have been and 
they have ensured that many of those who are in employment have not been able to 
realise the total number of working hours they would prefer. 

[R2.26] And looking at this from the side of those who own and manage their own 
businesses, there is a potential for expansion within the Australian economy that exists 
in the potential labour of these hundreds of thousands of possible workers but which 
cannot be realised because of the cost increases imposed on businesses by increases in 
the cost of employing that rise more rapidly than the productivity needed to finance 
those additional employees. 

[R2.27] Thus, here too, we find one more example of the adverse effects of the Safety 
Net adjustment, perhaps not in the last 12 months, but certainly over the entire course 
of the Safety Net adjustment process since it was introduced in 1997. 

[R2.28] Indeed, Australia’s essentially subdued labour market is confirmed by the 
ANZ Job Ad series and was even included as part of the ACTU’s own submission. In 
paragraph R5.53 on page 57 of the ACTUs written reply, there is a quotation from the 
latest ANZ Job Ad series. It begins by noting that there had been some upwards 

 
March 2003 Page R2-7 
(2003-Mar) SNR-Reply-(Ch02)-SNetEco Outcomes.doc 



ACCI Reply Submission – 2003 Safety Net Review (C2002/2281 and ors) 
 
movement in job advertisements in January and February but then goes on to say the 
following: 

 ‘Despite the past two months’ increases, the underlying trend in 
newspaper job advertisements remains downwards. In trend terms, the 
number of advertisements fell by 1.2% in February, after a 1.3% decline in 
January (revised from 1.6%), to be 1.4% lower than in February 2002. 

[R2.29] One would hardly have thought of this as evidence of a robust labour market. 
This is evidence that in spite of the strength of the Australian economy, this strength 
has not been translated into a robust improvement in employment. 

[R2.30] It might also be noted that the Department of Employment and Workplace 
Relations Vacancy Report for March 2003, and released on 19 March 2003 
(Attachment F), showed that there was a fall in skilled vacancies. What the first 
paragraph of this report stated was this: 

‘The DEWR Skilled Vacancies Index decreased by 1.6% in March 2003 to 
107.2. All three major occupational groups decreased: professionals fell by 
1.9%, associate professionals by 4.9% and trades were down by 0.5%.’ 

[R2.31] There is then the DEWR leading indicator of employment, also for March 
2003. This was released on 12 March 2003 (Attachment G). The first paragraph of this 
report makes the following statement: 

‘Following 16 consecutive increases in the series since its trough in June in 
2001, the Indicator has now fallen for five consecutive months from 
November 2002. Employment growth is currently above its long-term trend 
rate, however, the recent falls in the Indicator continue to point to a 
possible slowdown in employment growth around mid-2003.’ 

[R2.32] Here too we find evidence that in the midst of an economy that is growing 
strongly that the demand for additional employees and in particular additional skilled 
employees, is in decline. This is evidence that the ACTU must come to terms with in 
understanding the effects of its wages claims on the economy. Un-funded wage 
increases are having a detrimental effect on the labour market. 

[R2.33] It is also important to recognise how contradictory to the re-based ABS 
Labour Force data these figures are. Both sets of indicators from DEWR and the ANZ 
Job Ad series add to the weight of evidence that the labour force data are mis-
recording actual current trends in the labour market. The ABS data is at this time 
unreliable in estimating the present growth rate in the number of employed persons 
across Australia. There has been, in our view, a series break in that indicator. Given 
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that the numbers are entirely inconsistent with every other labour market indicator we 
have, and given that there is a quite clear reason why the sample may now be tracking 
wrongly (that being the introduction of the new census base), and given how 
improbable the published growth rate figures are, it is clear why it is unsafe to rely 
upon the last few months of ABS labour market data. 

[R2.34] Thus, if the ACTU is looking for further evidence that the increases granted 
trough the Safety Net are harming job prospects and the economy overall, it need look 
no farther than the latest labour market trends. 

Investment 

[R2.35] The past year has seen some quite remarkable investment growth. This was 
investment that was accurately foreshadowed by the investment expectation series 
published by the ABS. As the year has progressed, expectations reported last year have 
been largely fulfilled. Private sector investment has been generally strong across all 
areas of investment, and that has included dwelling construction. 

[R2.36] But as we have noted in our earlier written submission, and as we have noted 
in the past, investment growth cannot be a one-year phenomenon, nor even a two-year 
phenomenon, before it reverts to a subdued and sub-optimal rate of growth. 

[R2.37] We can now begin to look ahead to the coming financial year, 2003-04, using 
the same investment expectations data that were available last year. These figures are 
shown in the table below. They are described as the first estimates, because these are 
the first estimates made by the ABS for the coming financial year. Although they were 
made in January and February of 2003 they are forecasts for the financial year that will 
not begin until July 2003 and which will end in June 2004. 

 

 

 

 

 

 

 

Source: ABS – Private New Capital Expenditure and Expected Expenditure (ABS Cat 5625.0) 

Expected Expenditure on Private New Capital  
First Estimates made in January-February of the Previous Financial Year 

 
 
 $m Percentage 

Change 
1997-98 32321  
1998-99 37916 17.3  
1999-00 32611 -14.0 
   
2000-01 34768 6.6 
2001-02 36317 4.5 
2002-03 41533 14.4   (21.2) 
2003-04 43413 4.5 

 

 
March 2003 Page R2-9 
(2003-Mar) SNR-Reply-(Ch02)-SNetEco Outcomes.doc 



ACCI Reply Submission – 2003 Safety Net Review (C2002/2281 and ors) 
 
[R2.38] It will be seen that the estimate published last year at this time for the present 
financial year is shown as 14.4%. It might be noted that when the forecast was actually 
made last year, the growth rate shown in the ABS publication was 21.2% rather than 
the 14.4%. That figure had been a preliminary figure but when the full data were 
collected, the projected growth rate in that first estimate was revised down to 14.4%. 
The pre-revision 21.2% forecast is referred to in paragraph 30 on page 15 of last year’s 
Safety Net decision. 

[R2.39] We turn to look at these figures because the ACTU has asked what evidence 
there is that the increases granted last year have had a negative impact on the 
Australian economy. Therefore, to provide a part of the answer to this query, we refer 
to the same set of data that last year showed an increase of 21.2% but that this year 
shows an expected increase for 2003-04 of a much lower rate of growth of 4.5%. Thus, 
the very robust rate of growth that has occurred during 2002-03 now appears to be 
heading towards a much flatter increase reminiscent to the much more depressed 
financial year in 2001-02. 

[R2.40] Moreover, even while the growth rate in expenditure on private new capital is 
about to diminish, the widespread expectation of a slowdown in dwelling construction 
will also be felt in the financial year to come. Most indicators of dwelling construction, 
such as housing starts and home lending have shown an actual fall in growth if not an 
actual fall in its level during the past few months. Thus, looking forward into the 
financial year ahead, we look to have an actual negative growth rate in dwelling 
construction and a very subdued growth rate in private sector investment. 

[R2.41] It is, in addition, interesting to note how the ACTU has attempted to obscure 
the actual importance of this trend. What it said in its reply written submission at 
paragraph R5.52 was this: 

‘The first estimate for 2003-04 was 4.5% higher than the first estimate for 
2003-03, and that $43,413 million, is the highest first estimate on record. 
This data suggests that the recent strong performance in business 
investment over the past year is set to continue strongly in 2003-04.’ 
(emphasis added) 

[R2.42] By describing this as ‘the highest first estimate on record’, the ACTU is 
simply noting an occurrence that is found in this data in virtually every year. Only in 
the most exceptional years, such as in 1999-00, is there anything other than an 
improvement over the previous year in this indicator. But what is of crucial importance 
is not the fact that it is higher, but how much higher it is. And in this case it is only 
4.5% higher than in the previous year which is a generally poor performance. What the 
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data in fact indicate is that after one year of a good performance on investment the 
Australian economy is subsiding back into the diminished rate of growth in investment 
and for the ACTU to suggest otherwise is to misunderstand the full import of these 
figures. 

Current Account Deficit 

[R2.43] Yet another aspect of how higher labour costs can affect the Australian 
economy is through making Australia less competitive on international markets.  

[R2.44] There is no doubting that the most important factor in pushing the Australian 
economy into the current account deficit it is now facing has been the drought which 
has robbed Australia of the ability to export agricultural products. As the data show, 
Australia has gone from a current account deficit relative to GDP of 1.9% in March 
2001 to 5.9% in December 2002. This is a very large increase that is adding to 
Australia’s overseas debt on a daily basis. 

Current Account Deficit to GDP Ratio 
  % 
2001 March 1.9 
 June 2.1 
 September 2.5 
 December 3.1 
   
2002 March 2.5 
 June 4.0 
 September 5.4 
 December 5.9 

 
ABS: National Income, Expenditure and Product (Cat 5206.0)  

[R2.45] Yet international competitiveness does not begin and end with the ability to 
sell agricultural products. It is determined business by business as firms are able to 
export to overseas destinations or, even here in Australia, compete against imports. 
Such imports find Australia an easier target as we push our own costs upward and 
deprive these businesses of an ability to compete. Firms that are competed against 
directly from overseas find an unfair advantage being given to such overseas 
competitors who are not compelled to raise their labour costs, and who only do so 
when there is an increase in productivity which allows the increase in labour costs to 
be afforded.  
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[R2.46] What the ACTU says is that it is impossible to determine how much of this 
deterioration in Australia’s current account deficit is attributable to the rising costs of 
labour. And that is true, but only up to a point. By raising the cost of labour in the way 
we do we make it more difficult to compete. We merely point out that some of this 
deterioration in Australia’s current account deficit is due to the increases in labour 
costs that many firms must endure even while attempting to compete with overseas 
firms, not just in overseas markets but even here in Australia where imports have risen 
strongly. The rise in domestic demand has increasingly been taken up by a rise in 
imports. It has not been translated into the growth in domestic production that might 
otherwise have occurred is labour cost growth had been tied to workplace productivity 
rather than being distributed in a centralised fashion through the Safety Net process. 

Consumer Price Index 

[R2.47] It is also important to recognise the effect on the domestic price level of 
increased wages without offsetting increases in productivity. There is then the role of 
movements in the price level in instigating the Reserve Bank either to raise rates or 
maintain rates at a higher level then otherwise would occur. 

[R2.48] The growth in the consumer price index over the past year to December 2002 
has been 3.0%. The Reserve Bank’s target range is 2-3% over the course of the cycle. 
The CPI is thus at the upper limit of the Reserve Bank’s target range and is therefore 
ensuring that interest rates will be kept up even though they have been brought down 
in every other industrialised economy. They have been reduced in the United States, 
the United Kingdom and in the European Union. In Australia over the past year they 
have gone up by half a percentage point and have been maintained at that level since 
then. 

[R2.49] To some extent this is because the Australian economy is performing better 
than most other economies. But the role of wages and other labour costs in 
maintaining an inflation rate that is at, and has even crossed over and above the RBA 
upper limit, should be a reminder that the increases granted through the Safety Net are 
part of the process that is keeping interest rates higher in Australia then they otherwise 
would have been. The increases in wages that have been received have, at least to 
some extent, been taken away by the higher rates of interest that are paid on credit, 
debt and mortgage finance.  
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Conclusion 

[R2.50] The ACTU argues that the only evidence we bring of an effect on the 
economy of the Safety Net is through our own surveys. Those surveys are, themselves, 
solid evidence that there is harm caused by such increases. But that has hardly been the 
only evidence that we have brought forward. In addition to our own survey material 
we have tendered a number of published academic studies which provide empirical 
support for our contention that raising the cost of labour in this way has negative 
effects on the number of jobs. However, what may be the most important and direct 
evidence has been the poor growth in the labour market relative to the growth in the 
economy overall which, were it not for the growth in labour costs, would be a 
conundrum hard to fathom. But there is also the data on investment, the balance of 
payments and the price level which further demonstrates the harm being done to the 
Australian economy of these increases in the Safety Net. One cannot increase the cost 
of labour in this way without expecting consequences of one kind or another. However 
much the ACTU may wish to deny the adverse effects such increases are causing, it is 
difficult to avoid the conclusion that they exist, and the adverse effects are multiplied 
and magnified the greater the level of increase granted.  
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3.  ACCI SURVEY ON THE SAFETY NET  

There is More Evidence of Harm than Found in our Surveys 

[R3.1] The ACTU is, continuously, of the view that there is no evidence at all that the 
Safety Net harms the employment prospects of wage earners. They state this once 
again at paragraph R.26 of their reply submission where they write: 

‘The only evidence which employer groups offer for their constant and 
repetitive assertions of negative employment impacts as a result of the 
ACTU’s claim of the results of their member survey.’ 

[R3.2] This statement is, of course, untrue as has already been discussed. There has 
been a very large amount of evidence provided on economic outcomes that relate the 
cost of labour to other weaknesses in the economy. The very fact that even with the 
extraordinarily strong growth in economic activity over the past year that there has 
actually been a fall in the number of hours worked should be, of itself, a powerful 
reminder that something is causing the labour market to limit its rate of growth. It 
would be valuable if the ACTU could address itself to the data within the National 
Accounts which show that in the half since the last Safety Net decision was made, 
there has been an actual decline in the number of hours worked across the market 
sector. 

[R3.3] It should, of course, also be borne in mind that while the ACTU continues to 
deny the obvious, which is that increases in the cost of labour will lead to a reduction 
in the demand for labour, the Commission in last year’s decision took a different view. 
As noted on page 58 of last year’s decision: 

‘We accept that the increase we have decided upon may have some negative 
effects on employment in those sectors of the economy in which a high 
proportion of the workers are award reliant.’ 

[R3.4] But as the ACTU itself must know, within the flow of events that affect an 
economy, it is very difficult to isolate individual cause and effect relationship between 
two events. Here we are trying to identify the effect of increases in the Safety Net on 
the level of employment. We know from the National Accounts that employment 
growth has been subdued. We can see in the ANZ Job Ads survey that the trend has 
remained downward even into the month of February. The Department of Employment 
and Workplace Relations has now registered a fall in its leading indicators of 
employment. But what the ACTU denies is that there is any relationship between 
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whatever may be happening in the economy, such as this slowing of employment and 
forecast employment growth, and the Safety Net decisions which it continues to urge 
upon the Commission. 

[R3.5] Within economics there are broadly speaking three techniques that have been 
developed that attempt to separate out particular causes that might lead to particular 
effects. The theory itself is quite clear. Raising the price of labour will lead to a 
reduction in its demand all other things being equal. If at the same time, however, 
productivity is growing and the economy is growing rapidly, then there may well be 
these other effects that will dominate the price effect of raising the cost of labour. 
Nevertheless, separating out that one particular cause and effect relationship, between 
the cost of labour and the demand for labour, it is the unambiguous conclusion of 
economic theory, denied by no one, that raising the cost of labour will, other things 
being equal, reduce the demand for labour. That is, pushing up its cost will lead to a 
lower demand for labour unless some other factors are able to come to the rescue. 

[R3.6] The first of the three techniques that have been developed to examine such 
cause and effect relationships have been various forms of regression analysis which 
attempt to use time series data to estimate the magnitude of the effect of individual 
factors on ultimate consequences. This is the approach generally adopted by the 
Commonwealth. The Commonwealth brings to the Commission the results of various 
econometric models to show that raising the cost of labour has consequences for 
employment. The ACTU attempts to deny this relationship by arguing that the cost 
effect is too small and the measured outcome is too low. ACCI does not rely upon 
such techniques because these models are not generally designed to do much more 
than provide the general direction of such changes on economic outcomes. It is 
doubtful that a model of the Australian economy would provide an outcome other than 
a fall in employment growth as a result of an increase in the Safety Net which is 
granted to something like one quarter of the private sector workforce; but depending 
on such models for an exact estimate would be asking more of such models than ought 
to be asked. They nevertheless do unambiguously show the direction of the effect and 
in this provide important evidence that the cost increases sought by the ACTU slow 
employment growth.  

[R3.7] The second of the approaches used is the econometric model which attempts to 
look at the actual past experience. It is closely related to regression techniques but is 
more limited in that it looks more closely at particular relationships without 
embedding these within the full context of an economy overall. These are the kinds of 
studies, such as those undertaken by Lewis and MacDonald, which rely on an 
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examination of the past to provide a guide to the future. The difficulty of making such 
a separation of the various strands affecting an outcome in the past on some other past 
event is not a simple exercise, but unless there is a willingness to examine the past for 
an understanding of the consequences of certain actions, there is no ability or 
willingness to learn from history. ACCI continues to rely on such studies as do all 
other parties to the Safety Net.  

[R3.8] The last of the approaches available to look at individual impacts is the 
economic survey. This is the approach that has been adopted by ACCI on a number of 
occasions, most recently in this year’s case and last year’s. What this approach 
attempts to do is discover from the owners and managers of business how they reacted 
to increases granted through the Safety Net. The two issues of importance in 
conducting these surveys were the flow-on implications into the wages paid to non-
award or over-award employees and the effect on the level of employment. 

[R3.9] We note that without the results of this survey, the Commission would have no 
information at all on the relationship between the Safety Net increases granted and 
other increases in wage rates that take place. It would also have no information that 
would allow it to estimate the effect of increases in the Safety Net on decisions by 
firms to limit the number of employees. This is an important part of the feedback 
mechanism that is essential if the Safety Net is not to seriously harm the Australian 
economy and the job prospects of Australians. 

Reply to Professor Gordon’s Analysis 

[R3.10] The ACTU has once again tried to deny the relationship which everyone 
knows exists. They are arguing that the survey results we have provided are imprecise. 
The conclusion the ACTU reaches is that, because these figures are less exact than an 
ideal world would allow us to provide, therefore no regard at all should be taken of the 
fact that these data show a flow-on occurring and jobs being lost. 

[R3.11] The ACTU has engaged Professor Ian Gordon, the Director of the Statistical 
Consulting Centre at the University of Melbourne, to review the survey results that 
were presented in ACCI’s first written submission. What Professor Gordon has done is 
demonstrate that the figures are less precise than they would be if we had a larger 
response rate, a conclusion with which we would readily agree. But what he has not 
done, and this is the important issues to us, is demonstrate that these figures do not 
provide useful and important information in determining the effect of granting 
increases through the Safety Net. Indeed, if anything, he has demonstrated the value of 
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our survey and the importance that the Commission should place on its results in 
reaching any decision on the Safety Net. 

[R3.12] Let us begin with this one observation. There is no denying that the two 
effects being measured do occur. There is a flow on from the Safety Net decision and 
there are employment consequences. The only question of interest is the accuracy with 
which this survey provides information about the importance of these consequences 
across the economy. The first of the issues raised by Professor Gordon is the choice of 
weights that are used to adjust the sample to the contours of the economy. He suggests 
that rather than using the economy overall to weight the  sample, we ought to use our 
own membership alone.  

[R3.13] An ACCI Survey penetrates into the entire Australian economy from one end 
to the other. ACCI members are found in all economic sectors and across all states. 
They are found in firms of every size. In terms of business representation, ACCI has 
the membership that will allow it to conduct a survey in which every part of the 
economy is included. In this sense it is not just a survey of ACCI members but of the 
Australian economy. We therefore feel justified in using the whole economy weights 
and not that of our own membership. We also note that Professor Gordon agrees that 
‘the use of weights is a common and generally desirable step.’ 

[R3.14] An additional issue raised by Professor Gordon is that respondents to the 
survey make a decision on whether to reply depending upon some view about whether 
their participation would or would not assist in our achieving a particular result. There 
are a number of things that can be said about this. 

[R3.15] Firstly, because of the structure of the survey, such respondent bias is limited 
and probably non-existent since respondents know only they are replying to a 
questionnaire on the economy. They were not alerted in the coversheet that there 
would be a series of questions on the Safety Net so that what respondents essentially 
did was complete the normal Survey of Investor Confidence and then found an 
additional set of questions at the end of the survey form. 95% of such persons also 
completed the supplementary questions. Therefore, whatever bias there would be, is 
not in terms of a willingness to answer questions in regard to the Safety Net, but only 
in regard to a willingness to answer questions about the economy overall.  

[R3.16] There are two reasons to believe that such bias is not found in this data. 
Firstly, we remind the Commission of the introductory section in which the 
importance of accurate answers is stressed. There is states: 
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‘In answering these questions, it is important to be able to distinguish 
increases granted as a result of the Safety Net decision from increases 
granted for other reasons. Please, therefore, answer the questions as 
carefully as possible.’ 

[R3.17] There is then a second reason for accepting that respondents did answer 
accurately in regard to their own businesses. We present the data first in aggregate 
weighted form and then we provide the data in terms of those who had replied ‘yes’ to 
whether employees had directly received a Safety Net increase and then for those who 
replied ‘no’, that none of their employees had had such a Safety Net increase. The 
difference between these sets of results is profound. Where no Safety Net increase was 
directly granted, there is a limited number of employees who received the increase 
through flow-on and there is a small proportion of businesses which state they had 
reduced employment as a result. This is in very marked contrast to those who replied 
‘yes’, that they had increased the wages of employees directly because of the Safety 
Net. These results make it highly unlikely that those responding to the survey were 
attempting to create an impression where none in fact actually existed. This response 
provides solid reason for believing that answers provided were accurate reflections of 
what had taken place in the businesses that were surveyed. 

[R3.18] Therefore, where Professor Gordon states that ‘ACCI members who were not 
adversely affected, were less likely to respond’ the structure of the sample would have 
made that very unlikely since they would not have known that there was a 
questionnaire on the Safety Net to be answered when they first began to answer the 
survey. Nor, as Professor Gordon conjectured, is there any likelihood that respondents 
‘wished to support other members who were adversely affected, and that the most 
effective way to exercise this support in the survey, was simply not to respond, leaving 
the adversely affected respondents to protest.’ He notes that this is just speculation on 
his part, but it is also, given the structure of the survey, very unlikely to have occurred. 
Since the vast majority of respondents answered the supplementary question, there is 
no reason for concern over this possibility. 

[R3.19] Moreover, there are a number of positive statements made by Professor 
Gordon which, in our view, provide support for the manner in which this survey was 
conducted.  

[R3.20] Firstly, and importantly, there is no suggestion of bias in the actual questions 
asked. In regard to the introductory note he states that it is ‘in general, even handed 
and clear in its instructions.’ He says in regard to the questions themselves that ‘the six 
Safety Net questions, in general, are reasonably straightforward.’ 
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[R3.21] He merely notes a couple of concerns neither of which are of any significance 
in terms of this survey. He states ‘the meaning of the word “directly” in Question 1 
may not have been clear to all respondents.’ In our view, it makes little difference in 
terms of the answer whether one replied having interpreted the question to mean ‘due 
to the legal requirements of the decision’ or whether they replied thinking the question 
asked ‘due to the existence of the decision’. But given that those who answered ‘yes’ 
to that first question and those who answered ‘no’ showed entirely different 
subsequent characteristics, even if this were an important distinction, it is unlikely that 
there was any confusion over what was intended. 

[R3.22] The second concern raised by Professor Gordon relates to the question of who 
within the business filled out the questionnaire. Our own investigations in the past 
have shown that it tends to be the CEO of the business except in the very largest 
businesses in the sample. The questionnaire is, however, filled out by individuals who 
would typically understand the overall operation of the firm. 

[R3.23] Professor Gordon also noted that ‘the similarity of the results from one year to 
the next does not, in itself, lead to higher confidence in the reliability of the results of 
the survey.’ In general, we would agree with that assertion but not entirely. Question 1, 
for example, asked, ‘did any of your employees receive an increase in wages directly 
because of the Safety Net decision?’ It would have been a matter of concern in regard 
to the validity of this survey had the results this year been significantly different from 
the results last year. There has, as the results show, been no major shift in the 
proportion of firms subject to the Safety Net so that the fact that the proportion last 
year was 47.0% and the proportion this year was 41.2%, and therefore very close to 
each other all things considered. This is important support for our view that the survey 
is tracking accurately. Certainly, had these results been different, that would have 
opened up questions about all of the results of the survey. The fact that they were close 
to each other, as one would have expected them to be since there would have been no 
major change in the underlying population, provides support for the accuracy of the 
survey. 

[R3.24] It was also an important point made by Professor Gordon that a response rate 
of around 30%, while low is still on the borderline between unacceptable and 
tolerable. He wrote (page 4):  

‘In my opinion, a response rate of lower than 30% means that the results of 
a survey must be regarded as unreliable, due to possible response bias. 
This survey is on the borderline of this threshold.’ 
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While he goes on to express his ‘serious concerns about its reliability’ it is noteworthy 
that he is not fully prepared to discard the results. He says that the results are on the 
borderline; he does not say they are beyond the pale. And it should be an important 
principle in such proceedings that evidence such as this, which is gathered using the 
traditional methods of business organisations, have value and provide information that 
does genuinely inform the Commission of the attitudes and actions of Australian 
employers. We note that the Low Pay Commission in the United Kingdom was content 
with a survey result that had a response rate of only 13%.  

[R3.25] But what may be the most important issue raised by Professor Gordon deals 
with the confidence limits of the replies to the questions. Professor Gordon makes the 
following statement on page 6 of his analysis: 

‘Given that the sample size was small (173) there is considerable 
uncertainty in some of the estimates, due to sampling variation alone. For 
example, Question 4 asked about the effect on the level of employment of 
the Safety Net. 166 businesses responded to this question. The (weighted) 
percentage reporting that the number of employees was lower than it 
otherwise would have been was 7.1%. Without the data and the weights it is 
impossible for me to calculate a 95% confidence interval for this quantity. 
However, to illustrate its likely width, the calculation can be done ignoring 
these issues, by regarding the percentage of 7.1% as being 12 out of 166 
respondents. The 95% confidence interval for this percentage, assuming 
simple random sampling, is (3.8% to 12.3%). This is a wide confidence 
interval. Taking into account that it was calculated assuming the absence of 
any systematic biases, it means that the true percentage of businesses in 
which the Safety Net had the effect of lower employment could be very 
different from 7.1%.’ (emphasis added) 

[R3.26] It is very important to appreciate what is being said in this passage. What 
Professor Gordon is doing is noting that there is less precision in the estimates made 
than would be normally desirable. Therefore, he notes, one can only conclude, based 
on the assumptions he has made, that where such a sample is drawn with a mean of 
7.1%, there is a probability of 95% that the true population proportion is somewhere 
between 3.8% and 12.3% which would for most purposes be a very wide band. Note 
what is being said here. What is being said is that the 7.1% may be an overestimate, 
and the true figure may be 3.8%. Or, with equal likelihood, the 7.1% estimate may be 
too low with the correct figure being 12.3%. Since the question is asking whether there 
had been a reduction in employment, what we know with a probability of  95%, is that 
between 3.8% and 12.3% of firms may have had a reduction in employment because 
of the increases granted through the Safety Net last year. The accuracy to which 
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Professor Gordon draws attention is not to say that there was no effect at all. It is only 
to say that the precise effect cannot be calculated. 

[R3.27] Since our aim is to demonstrate in the first instance that there is a significant 
employment effect, which the ACTU has consistently denied, this is a crucial result. 
What Professor Gordon is stating is not that there has been no effect on employment. 
What he says is that one can only have a 95% confidence that the figure is somewhere 
between 3.8% and 12.3%. This is a far different conclusion than that the ACTU 
continues to insist upon. What this says is that the proportion of firms that have lower 
levels of employment as a result of the Safety Net decision may be as low as 3.8%. On 
the other hand, the figure maybe as high as 12.3%. So as he concludes, ‘the true 
percentage of businesses in which the Safety Net had the effect of lower employment 
could be very different from 7.1%.’ 

[R3.28] Suppose the true figure is at the lower edge of this estimate. Suppose the true 
figure is 3.8%. This would itself be a very high figure if one recognised that this meant 
that almost one firm in 25 across the economy reduced employee numbers because of 
the Safety Net decision. Our estimate of 7.1% is in the middle of this distribution and 
it may well be the correct one. But what Professor Gordon has reminded the 
Commission of is that it is not open to the ACTU, based on the survey results, to argue 
that there is no effect on employment whatsoever. 

[R3.29] We note again that in the absence of such survey results, there is no direct 
information available to provide feedback on the effects of granting increases in the 
Safety Net. The survey provides information on how some firms have reacted. The 
only question at issues is how representative these firms were of all firms. 

[R3.30] The ACTU raises the possibility that these results are not actually 
representative of all firms. The issue raised is that of response bias. As Professor 
Gordon states: 

‘Response bias occurs when the respondents to a survey have different 
opinions and characteristics to those who do not respond.’ 

It is always a theoretical possibility that the opinions and characteristics of the firms 
owned or managed by individuals who have not responded to our questionnaire on the 
economy are different and that willingness to answer an economic survey tells us 
something about whether they flowed a Safety Net increase on to other employees or 
whether they reduced employee numbers because of such increases in costs. But while 
it is possible, in the sense that everything must be considered possible, it also seems 
very unlikely. In terms of how firms responded to the Safety Net, it would seem highly 
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improbable that there is any relationship whatsoever between willingness to fill in a 
survey and the likelihood of passing on an increase or reducing employee numbers 
when labour costs have risen. There are no systematic reasons related to the Safety Net 
for there being any such difference between those who did answer and those who did 
not.   

[R3.31] In terms of the possible problem of respondent bias the question really should 
be turned around on the ACTU. ACCI has done this survey into two effects from the 
Safety Net decision whose existence cannot be denied. There is flow-on and there is 
job loss. We attempt to quantify these effects. We have provided estimates in answer 
to six properly asked questions where respondents would have assumed they were 
merely answering questions on the economy and not in regard to the Safety Net. 
Virtually all of those who responded on the economy answered the questions on the 
Safety Net. Thus, whatever bias there is, is the bias of who would answer a survey in 
regard to the economy, not who would answer a survey in regard to the Safety Net. 

[R3.32] These results provide some quantification of effects which everyone, other 
than the ACTU, agrees occur. The only serious question raised by the ACTU is 
whether there is some bias in these results. It therefore says that no regard should be 
given to these results because of their imprecision. It asks, through Professor Gordon, 
how can anyone assume that the non-respondents to this survey have the same 
opinions and characteristics as those who have responded. 

[R3.33] But this question really should be turned around and put to the ACTU. What 
does it know that is different from what is shown in the survey results? What answers 
can it give about how firms have attempted to adjust to an increase in labour costs 
which last year were quite significant? It cannot keep saying that there is no flow-on 
and there are no employment consequences. If it believes that the outcomes were 
different from the results in the survey we have presented, then it needs to demonstrate 
that that is the case. It needs to provide evidence that last year it was not 7.1% of firms 
who reduced employment as a result of increases granted through the Safety Net. It is 
the ACTU that has to show that it has not been 19.1% of firms which, since 1997, have 
kept employment levels lower because of Safety Net decisions than would otherwise 
would have been the case. These are the results of our surveys. There are problems in 
gathering this data, as Professor Gordon has noted, and we acknowledge many of 
those. But at the end of the day, it is up to the ACTU to demonstrate that these effects 
have not occurred. If there is a concern with the effect on employment, and on the 
economy generally, then these results require an answer. It is not enough to 
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demonstrate their imprecision. What the ACTU must do is demonstrate that these 
effects have not occurred at all.  

[R3.34] And most importantly in terms of the survey we have presented, it must 
demonstrate that the rest of the employer community has different characteristics and 
would have responded in a different way to the increases granted last year than the 
firms in this sample. This is the problem with responder bias, that there are different 
characteristics between the unknown population and the known. In an economy which 
was growing at very strong rates the ACTU must explain why the number of hours 
worked across the market sector actually fell after the granting of the Safety Net 
increase last year. The results of this survey provide part of such an answer. What is 
the answer available to the ACTU other than the effect that the Safety Net decision 
had on the willingness to employ. The results of this survey provide a very compelling 
and extremely important measure of understanding on why the economy has behaved 
as it has.  

[R3.35] The ACCI survey draws attention to the effects of granting the Safety Net. All 
the ACTU has demonstrated is that the precision shown by these numbers may be 
misplaced. What it has not done is show that flow-on did not occur and a significant 
number of jobs were not lost. 

[R3.36] Some firms in the Australian economy reduced employee numbers because of 
the increases granted through the safety net. Moreover, it is more than just those firms 
who have answered this survey. 

[R3.37] The Labour Force data, before the series break in November 2002, showed the 
limited growth in employment even during a period of rapid economic growth. The 
estimates made on hours worked in the market sector, that is, on hours worked in the 
private sector, demonstrate that same limited growth in employment. What the survey 
has established is that a large part of the reason for this limited growth in employment 
is to an important extent attributable to the decisions made in the Safety Net. Nothing 
in the criticisms provided by Professor Gordon undermines that conclusion. 

Response Rates To Commercial Surveys  

[R3.38] Professor Gordon addresses the response rate to the ACCI survey, and makes 
various points. These have been addressed above.  However, what Professor Gordon 
does not include in his analysis of the ACCI material are reminders that: 
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a. Not all surveys are identical in purpose, population, audience, etc.  

b. Not all surveys warrant identical statistical treatment, presentation or analysis.  

c. Differences in populations and subject pools can inherently determine 
approaches in particular surveys, and the extent to which technically optimal 
outcomes can be secured. 

d. Different surveys require different statistical approaches.   

[R3.39] In addition, he does not discuss the factors which would lead to particular 
statistical approaches being, and not being applied in particular survey situations.  

Response Rates  

[R3.40] Professor Gordon addresses the issue of response rates in some detail1. 
ACCI’s core points on the proper response of the Commission to this contribution to 
the case have been outlined above.  

[R3.41] It should however also be appreciated as a matter of context that response 
rates for the ACCI survey are congruent with other commercial survey response rates 
upon which major decisions are made by employers, investors and commentators. This 
includes:    

a. Australian Higher Education Stress Survey – 25%2 

b. Victorian Gaming Research – 47%3 

c. Australian Institute for Gambling Research – 41%4 

d. The 2000 The Household, Income and Labour Dynamics in Australia (HILDA) 
Survey – 51%.  

e. NSW Nursing Workforce Research Project – 34%5 

 

1 Gordon, I. (2003) Review of ACCI “Survey on the Safety Net”, (C2002/2281 and ors) ACCI Reply 
Submission, 17 March 2003, [Tag 4], p.3/50  
2 Winefield, T. (2001) The Higher Education Workplace Stress Survey, Australian Higher Education 
Industrial Association Annual Conference, Gold Coast, March 2001 
3 Hotel and Club Industry Gaming Impact Study Project Report,  December1999, Prepared for the  
Victorian Casino and Gaming Authority 
http://www.gambling.vcga.vic.gov.au/domino/web_notes/VCGA/austGamblingCompHistory.nsf/f05f2fc
50d93fb4b4a2568480009ef58/5a0ef028993fc8614a25684800059f78?OpenDocument  
4 (2001) Survey Of The Nature And Extent Of Gambling And Problem Gambling In The ACT, 
http://www.gamblingandracing.act.gov.au/Documents/AIGR_FinalReport.pdf  
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f. US Major Retail Industry Market Research Report – 40%6 

g. US commercial radio ratings - 34.4%7 

h. UK OHS Research - 21.6% to 35.2%8 

[R3.42] Bednall and Shaw found in reviewing Australian literature that:  

Research on response rates within Australasia is limited. Within academia, 
Gendall (et al, 1998) reported rates as high as 75 per cent using incentives 
and three mailings, Jago and Shaw (1999) had a 55 per cent mail back on a 
leave behind questionnaire from those who had agreed to participate in a 
door-to-door survey, Taghian and Shaw (2000) reported a 16 per cent rate 
among senior business people and Frazer and Lawley (2000) reported 
response rates of 44 per cent and 27 per cent on similar business mail 
surveys two years apart. 

Many social research studies conducted by government in Australia have 
used market research companies to collect the data. Data from a small 
database maintained by the Australian Bureau of Statistics (ABS) for 
surveys commissioned by Federal Government agencies (Bednall and 
Shaw, 2002; ABS, 2002; Colledge and Starick, 2000) showed response 
rates between 13 and 100 percent. ABS can legally require co-operation 
with some of its surveys and this tends to spill over to all its industry 
studies. Despite this, some low levels of response were apparent, as well as 
universal compliance. Curiously, the ABS’s (2000) study of the market 
research industry itself achieved only an estimated 69 per cent response 
rate from proprietors of market research firms. A Queensland government 
consumer telephone survey (Bennett and Steel, 2000) showed an 84 per 
cent response rate although this survey included as many as 24 call-backs.9 

 

5 (2000) New South Wales Nursing Workforce Research Project, September 2000: 
http://www.health.nsw.gov.au/nursing/images/workforce1.pdf  
6 (2002) Major Market Retail Report, http://www.kubas.com/mmrr/  
7 (2003) Kagan News and Media Archives, February 14, 2003,   “Arbitron Under Pressure – Survey 
Response Rates Falling” by Ben Reneker   
http://www.kagan.com/archive/kagan/2003/02/14/20030214arb.shtml 
8 A SURVEY OF FATIGUE, HEALTH AND INJURY IN THE OFFSHORE OIL INDUSTRY, Rachel 
McNamara, The Centre for Occupational & Health Psychology,  63 Park Place,  Cardiff, CF10 3AS 
http://www.mcga.gov.uk/publications/research/RP461_Appendix_2.pdf   
9 (2002) Bednall, D. and Shaw, M. “Changing Response Rates in Australian Market Research”. p.3 
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[R3.43] The authors of the HILDA survey in particular place their survey response 
rates in the context of a worldwide decline in survey response rates since the early 
1990s10.   US, Dutch and Australian research indicates a steady 3% decrease in 
response rates from the late 1980s11.  Shaw et al conclude that:  

…information on this topic leads us to strengthen out previous conclusions 
that:  

• Response rates are multiply determined.  
• Response rates are declining, slowly.  
• Response rate issues affect almost if not all social researchers and most 

types of research.  
• Even official government sponsored surveys are not immune from this 

decline.  

[R3.44] Research into levels of survey response in Australia commences by noting that 
“in many surveys, response rates of lower than  30  per cent are achieved”12.  Jago and 
Shaw13 also note that research is mixed on what can be read into the motivations of 
non-respondents regarding level of interest in the goals of any survey. From their 
research they conclude that mere involvement with the topic of the research is not a 
sufficient explanation of response versus non-response:  

…there is a need to explore more multidimensional characterisations of 
respondents than the simple approaches often found, such as relying on the 
supposed “involvement” of potential respondents in the topic of the 
research to secure their cooperation. It may not be assumed that 
respondents comprise more -or less - “involved” people, than do non-
respondents, and hence, further research is needed into the intrinsic and 
extrinsic motivation to respond.14 

Business and Surveying in Australia  

[R3.45] It is also important to appreciate that survey response rates by business, and 
especially smaller businesses will inherently be a function of the regulatory burden 
under which they operate, and time scarcity for proprietors.  There is a qualitative 

 

10 (2002) HILDA Survey Annual Report 2002, p.5: 
http://www.melbourneinstitute.com/hilda/areport2002.pdf  
11 (2002) Shaw, M. , Bednall, D. and Hall, J.  “A Proposal for a Comprehensive Response Rate 
Measure (CRRM) for Survey Research”, Journal of Marketing Management, 18, 533-554 
12 (2002) Jago, L. and Shaw, R.  Survey Respondents and Non-Respondents: An Empirical 
Comparison – Victoria University Paper, p.1 – Available on request.   
13 (2002) Jago, L. and Shaw, R.  Survey Respondents and Non-Respondents: An Empirical 
Comparison – Victoria University Paper, p.1 – Available on request.   
14 (2002) Jago, L. and Shaw, R.  Survey Respondents and Non-Respondents: An Empirical 
Comparison – Victoria University Paper  – Available on request.  
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difference in the capacity of business people to respond to surveys and those for 
example in universities, or in some other societal cohorts.  There is also a difference in 
the moral suasion which a surveyor can exercise in eliciting responses without bias in 
for example the health and medical field, compared with a business survey from what 
is essentially a client organisation (an employer representative organisation).    

[R3.46] The sheer number of surveys in the marketplace, and the time required is an 
issue which is being addressed by the research industry.  A recent commentary by 
Professor David Bednall of Monash University pointed out the extent to which 
businesses can be overloaded with survey requests.15 

[R3.47] Bednall states in relation to the market research industry:  

We are relentlessly exploiting a finite resource - the willingness of our 
respondents to cooperate. And we are asking them again and again to give 
up their time, to complete our long-winded questionnaires, to put to one 
side what is important in their busy days and lives - and help us.16     

[R3.48] Bednall also notes that some major corporations actually have policies 
forbidding all participation in survey research.17   He notes a recent commercial 
consumer telephone survey in which six times as many people refused  to be 
interviewed as agreed.18   

[R3.49] This was recognised in the 1996 Report of the Small Business De-Regulation 
Taskforce, and led to the establishment of the Statistical Clearing House (SCH).  The 
report recommended that a central clearance process be established for business 
surveys conducted by the Commonwealth Government. The purpose of the process 
was to ensure that surveys are necessary, well designed and place minimum burden on 
business respondents. The SCH was established in response to this recommendation. 
As such, all surveys that are directed to 50 or more businesses and that are conducted 
by or on behalf of any Commonwealth Government agency, are subject to clearance 
by the SCH.19     

 

15 (2002) Bednall, D. Conserving Our Professional Resources, Department of Marketing, Monash 
University Australia  
16 (2002) Bednall, D. Conserving Our Professional Resources, Department of Marketing, Monash 
University Australia, p.3 
17 (2002) Bednall, D. Conserving Our Professional Resources, Department of Marketing, Monash 
University Australia, p.5  
18 (2002) Bednall, D. Conserving Our Professional Resources, Department of Marketing, Monash 
University Australia, p.5  
19 http://www.sch.abs.gov.au 
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[R3.50] The point of this material is that Professor Gordon’s analysis appears to have 
been prepared on the basis that all surveys are the same, and that all populations can 
legitimately or practically elicit identically near universal response rates.  This is 
clearly untrue, and there should be a recognition that some areas, including in 
particular business surveying, will often elicit lower response rates than some other 
populations, and should be considered on this basis.   Through Professor Gordon, the 
ACTU effectively seek to have the Commission set the bar too high, and seek to have 
the Commission ignore the contemporary realities of gaining survey information from 
Australian business.  

Understanding the Statutory Context  

[R3.51] The survey materials brought forward by respondent parties must also be 
addressed in the proper context of the Commission’s consideration of the ACTU’s 
wages applications under the Workplace Relations Act 1996.   

Section 88B(2)  

[R3.52] Section 88B(2) of the Workplace Relations Act 1996 sets out a number of 
factors which the Commission must have regard to in ensuring the maintenance of a 
fair safety net of wages in the full statutory context, including economic and labour 
market considerations (this constitutes the prospective judgement which is at hand in 
this matter).  

[R3.53] In this context, “regard” dictates that there be a consideration of various 
prescribed matters.  The Commission is not however constrained in how it takes into 
account these prescribed economic, labour market and needs considerations, including 
assessing the anticipated effect of any decision to increase or not increase award 
wages.   

[R3.54] In particular,  no particular level of academic empirical exactitude, nor any 
particular statistical confidence level is set out in the Workplace Relations Act 1996.   
The Workplace Relations Act 1996 provides no basis to conclude that the Commission 
must adopt a particular technical statistical stricture when considering survey 
information brought before it by parties in support of particular propositions.  
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Section 90  

[R3.55] Section 90 the Workplace Relations Act 1996 is another of the key statutory 
provisions guiding consideration of these matters.  It again sets out a number of factors 
which the Commission shall have regard to in taking into account the public interest. 
This includes:  

the state of the national economy and the likely effects on the national 
economy of any award or order that the Commission is considering, or is 
proposing to make, with special reference to likely effects on the level of 
employment and on inflation.20 

[R3.56] Thus, in exercising its powers under the Workplace Relations Act 1996 in 
relation to these ambit wages claims, the Commission is in part considering what from 
its perspective, and the information presented to it, is likely or “probably” going to 
happen.   

[R3.57] The Commission is effectively making its assessment of what is to be 
reasonably believed or probable, and what is more likely than not to occur.  It does so 
via an assessment of the material brought before it, including survey material.  
Contributions such as that of Professor Gordon, and ongoing supporting information 
provided by ACCI can be relevant to this assessment, but they do not challenge the 
fundamental consideration at hand for the Commission.  

[R3.58] The construction and wording of s.90 indicates an acceptance that there may 
be some residual room for doubt in the materials which the Commission can use to 
satisfy itself on the matters set out in this section, and that this capacity may on 
occasion for example exceed a strict 95% confidence interval.  The Commission need 
be satisfied on the balance of probabilities only. This is at odds with the statistical 
perspective advocated by the ACTU based on the analysis by Professor Gordon, which 
applies a level of statistical exactitude more appropriate to qualitatively differently 
endeavours (e.g. academe, medical science, drug trials etc).    

Section 110 

[R3.59] Section 110 of the Workplace Relations Act 1996 is also instructive, it 
addresses the procedures the Commission is to adopt for its proceedings.   

 

20 Emphasis added.  
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[R3.60] Section 110(2)(b) sets out that:  

the Commission is not bound to act in a formal manner and is not bound by 
any rules of evidence, but may inform itself on any matter in such manner 
as it considers just;21  

[R3.61] The Commission may inform itself on any matter before it in such manner as 
it considers just.   

[R3.62] There is nothing in s.110(2)(b) to conclude that a particular statistical 
confidence level must be applied, nor that research brought before the Commission 
need slavishly confirm to any particularly narrow statistical strictures, such as those 
from which Professor Gordon has undertaken his analysis.   It is for example not the 
case that matters before the Commission need meet the same statistical standards of 
proof as would be required for medical research or for a refereed journal.  

[R3.63] Rather, under s.110(2)(c),: 

The Commission shall act according to equity, good conscience and the 
substantial merits of the case, without regard to technicalities and legal 
forms. 

[R3.64] The Commission shall act without regard to technicalities. There is no basis to 
conclude that this is restricted merely to legal technicalities, and does not also extend 
to statistical technicalities.  What the ACTU, through the analysis of Professor 
Gordon, effectively commend to the Commission is an undue emphasis on statistical 
technicality without regard to the bigger picture being consistently shown in the survey 
materials.  To quote the ACTU’s own phrase,22 the ACTU cannot see the woods (sic) 
for the trees.  The ACTU effectively seeks to “blindfold” the Commission with 
sophisticated technical statistical hyper-criticism, whilst ignoring the core point 
consistently illustrated by the surveys.     

What The Workplace Relations Act 1996 Does Not Do  

[R3.65] Professor Gordon provides a very clear outline of his approach as a technical 
statistical expert in assessing surveys (ACTU Reply Tag 4).    

[R3.66] Despite the veracity of these approaches in statistical research, and the 
mathematical treatment of statistics and surveys by an expert, dedicated audience, the 

 

21 Emphasis added.  
22 (C2002/2281 and ors) ACTU Written Response, 17 March 2003, [R7.14], p.82 

 
March 2003 Page R3-17 
(2003-Mar) SNR-Reply-(Ch03)-ACCI Survey.doc 



ACCI Reply Submission – 2003 Safety Net Review (C2002/2281 and ors) 
 
Commission is not bound to follow such approaches.  They do not find expression in 
the Workplace Relations Act 1996, as approaches which the Commission must follow.      

[R3.67] There is no basis in the Workplace Relations Act 1996 for setting the bar as 
high as Proposed by the ACTU through the work of Professor Gordon.  

[R3.68] The AIRC is not the referee of an academic journal. Hyper-critical academic 
exactitude is required for a refereed journals, and is the staple of academic criticism 
and exchanges of academic views through duelling publications and dry conference 
debates.   

[R3.69] There is also a quantum difference between the methodological approach 
required to viably place material before the AIRC, and that required to place material 
before a medical body such as the Therapeutic Goods Administration, or the 
Pharmaceutical Benefits Administration.   The approval of new drugs, new medical 
programs, or of the expenditure of social policy monies to redress social problems 
(such as the social policy response to drink driving outlined by Professor Gordon23) 
demands a level of statistical exactitude much higher than that required for the 
Commission to satisfy itself in this matter.  The approach advocated by the ACTU 
may be appropriate for those usages, but not for this Commission to make its 
assessments under the Workplace Relations Act 1996.   

Standard of Proof  

[R3.70] The approach commended by the ACTU through the analysis of Professor 
Gordon is also brought into sharper relief by considering the legal concept of standard 
of proof.  

[R3.71] The ACTU is effectively asking the Commission to adopt a criminal standard 
of proof in relation to the survey material brought before it for consideration. The level 
of statistical rigour commended to the Commission by the ACTU effectively dictates 
that any survey must operate at level “beyond reasonable doubt”24, and must survive 
the rigours of doubt set out by Professor Gordon to even be assessed.   

[R3.72] Given the apparent levels of statistical confidence implicitly expected in 
Professor Gordon’s analysis, it is actually arguable that the ACTU is seeking to apply 
a standard of proof even higher than in criminal matters.  The Professor and the ACTU 

 

23 Gordon, I. (2003) Review of ACCI “Survey on the Safety Net”, (C2002/2281 and ors) ACCI Reply 
Submission, 17 March 2003, [Tag 4], p.3/50  
24 Evidence Act 1995 (Cth) s.141 
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are effectively seeking to methodologically all but eliminate any doubt that the 
respondent findings are valid, before the Commission may have any regard to what 
any survey shows, and to what employers are consistently reporting.  

[R3.73] There is no basis provided for in the Workplace Relations Act 1996 to address 
statistical evidence in this manner.  There is no particular standard of proof set out in 
the Act for applications to vary awards. In addition, s.110 of the Workplace Relations 
Act 1996 appears to specifically eschew such approaches.   

[R3.74] This said, an alternative perspective may be offered by the civil standard of 
proof, and the notion of something being validated or invalidated “on the balance of 
probabilities”25.  

[R3.75] Applying a civil style approach would dictate that the Commission consider 
whether it was more probable than not that the effects illustrated by the respondent 
survey information were valid, and were material considerations to the proceedings at 
hand. Assessed from such a perspective, and in light of the matters raised in our 
primary submission, and in this reply, the ACCI survey information remains a 
germane and live consideration in this matter, and an important indicator of the true 
negative effect of the ACTU’s proposal for the award safety net.   

Conclusion  

[R3.76] This is not an argument that the Commission must uncritically accept survey 
information which is manifestly incorrect, amateurish, or which is fundamentally 
flawed.   No party in this matter is making such a submission.  The Commission is 
entitled to satisfy itself as it sees fit, in a non-technical manner.   At best, the matters 
raised by the ACTU (not that they are conceded) go to the weight which can be 
accorded to materials drawn from the surveys.   

[R3.77] The AIRC has a variety of survey information before it which it must assess, 
evaluate, consider the weight which may be attached, and the burden placed on the 
applicant party.   The material simply cannot be discarded as advocated by the ACTU, 
this would ignore the experiences and circumstances of hundreds, or even thousands26 
of employers covered by awards, where required to implement any increase arising 
from this matter.   It would also ignore major pieces of evidence on the Commission’s 
core statutory considerations in these matters.  

 

25 E.g. Corporations Act 2001 (Cth) s.1332, Evidence Act 1995 (Cth) s.140   
26 With surveys of other parties.  
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Other Methodological Flaws  

[R3.78] The ACTU argues at paragraph R6.27 of its reply that “the methodological 
limitations of such surveys is so great that no reliance or weight should be placed on 
them”.27 

[R3.79] Were this to be accepted in whole or part regard to the impact of wage 
increases at an industry and workplace level and the costs of the claim (as illustrated 
by the various respondent survey materials) then the same attention must be turned to 
the needs material advanced by the ACTU in support of its claim, and the same 
perspectives adopted.   

[R3.80] It would be very interesting to see Professor Gordon’s comments on the 
statistical reliability of the ACTU witness material. In particular, it would be valuable 
to secure Professor Gordon’s comments on issues such as the following.   

[R3.81] What ‘reliable’ conclusions can be reached on the self reported circumstances 
of just 10 hand picked persons out of what the ACTU itself calculates as 1.7 million 
low-paid Australians28?  This is a sample of just 0.00058% of the ACTU’s population 
of so-called low paid workers.  If Professor Gordon is concerned in his analysis of the 
ACCI survey material about reliable extrapolation to those not subject to the 
instrument29, and about non-response bias, what would this expert statistician conclude 
in regard to a sample of just 0.00058%?   What reliable extrapolation to the other 
1,699,990 would Professor Gordon endorse based on the ACTU’s 10 hand picked 
employee witnesses?      

[R3.82] Professor Gordon states in relation to the distribution of the ACCI survey 
materials that:  

 The mode of delivery of the survey is unclear. It was issued to member 
organizations to “distribute using their membership data”. In the 
absence of more detail, I would guess that this means it was mailed. If it 
was distributed in some other way, for example, handed out at meetings 
of member businesses, then this would have implications for its quality. 

[R3.83] We have absolutely no information on the selection of the ACTU’s witnesses, 
although it is fair to assume they have been hand picked through affiliates and union 

 

27 (C2002/2281 and ors) ACTU Written Response, 17 March 2003, [R6.27], p.72 
28 ACTU Media Release, “1.7 Million Reasons Why $8.40 Isn’t Good Enough”, 26 February 2003: 
http://www.actu.asn.au/public/news/1046234309_20391.html   
29 Gordon, I. (2003) Review of ACCI “Survey on the Safety Net”, (C2002/2281 and ors) ACCI Reply 
Submission, 17 March 2003, [Tag 4], p.3  
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organisers. There are clearly implications for the quality of this information as 
described by the Professor.  

[R3.84] ACCI spent some time in our written submission addressing the lack of 
common experience even amongst the ACTU’s hand picked selection of 10 witnesses.   
This provides even greater scope to conclude that the ACTU witness material is 
essentially unreliable.  The ACTU’s approach is akin in statistical terms to selecting an 
inherently advantageous sample, and then finding that it did not in actually yield the 
statistically significant correlations / relationships you sought in advance.   

[R3.85] Professor Gordon relates a tale of some of his empirical research in which the 
non-respondents had tangibly different histories and characteristics to the 
respondents30.  This has to be a very real apprehension in regard to the ACTU witness 
material, and the Commission has been provided with no basis to conclude that the 
1,699,990 non-witnesses in the ACTU’s own cohort of the low paid would not have a 
very different experience to the ten brought forward.  

 

30 Gordon, I. (2003) Review of ACCI “Survey on the Safety Net”, (C2002/2281 and ors) ACCI Reply 
Submission, 17 March 2003, [Tag 4], p.3  



ACCI Reply Submission – 2003 Safety Net Review (C2002/2281 and ors) 
 

4. AGE ECONOMIC FORECASTS 

Age Forecasts on Economic Indicators  

[R4.1] The ACTU has provided at paragraph R5.50 on page 56 of its written reply 
submission a series of forecasts made by ACCI chief economist, Dr Steven Kates, as 
part of the half yearly economic survey conducted by The Age newspaper in 
Melbourne. We would like to make a number of comments on these survey forecasts. 

[R4.2] The first point we would make and note is the accuracy of the forecasts. 
Making such forecasts is an extremely difficult matter in which a wide variety of 
judgements must be made. As is found at Attachment B, it will seen that generally 
speaking the ACCI forecasts were more optimistic than most of the other forecasts 
made at that time but not all. If one is interested in recognising that there is a more 
pessimistic view of economic conditions, one might look through the entire series of 
forecasts to see that the ACCI forecast projected a better outcome than many of the 
others. And in terms of the Commission making a judgement on the future direction of 
the Australian economy, it may be worth bearing in mind that others do have a more 
pessimistic view of likely trends during the remainder of the current financial year and 
looking forward to the year ahead. 

[R4.3] Yet there is nothing inconsistent between the forecasts shown here and the 
arguments we have provided during our submissions in this matter. We have never 
denied that the 2002-03 financial year has been generally strong, particularly in 
comparison with economies elsewhere. But if one looks at the forecast GDP figures, 
looking ahead to 2003-04 what is built into them is a reversal of the drought in the 
coming financial year, which will provide some stimulus to the economy. At the same 
time, however, the underlying non-farm sector is projected to be weaker so that if one 
removes the influence of the drought it will be seen that in terms of non-farm product 
the present financial year will be succeeded by a financial year in which the non-farm 
economy is growing more slowly.  

[R4.4] Moreover, the estimate on private investment growth made at the time was 
7.0%. In light of the Private Capital Expenditure series first forecast for 2003-04, 
which showed a projected growth rate of 4.5%, this estimate, were it being done today 
would be lower and in keeping with the deeper slowdown in private investment 
growth now expected. 
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[R4.5] In regard to the unemployment rate, the projected estimate was 5.9% while the 
current recorded unemployment rate is 6.0%. Even before the series break in the 
Labour Force estimates, it could be seen that employment growth was continuing. The 
problem was, and is, that this growth in employment is largely in the area of part-time 
employment and while many employees do prefer part-time employment, there are 
many others who do not or who would seek more part time hours if they were offered. 
Nevertheless, the present ABS estimate of 6.0% merely indicates that there will be 
little if any improvement over the coming year in the unemployment rate, assuming 
this forecast is an accurate reflection of economic trends. 

[R4.6] There is then a second matter that can be discussed in relation to these 
forecasts. It was a matter raised in the case last year during the evidence provided by 
Treasury officers where Mr Watson for the ACTU sought information on the safety 
net outcome that underlay Treasury’s own wages forecasts. In making such forecasts 
at ACCI, the assumption generally made is that unless there is reason to believe 
otherwise, that such decisions will be appropriate. Therefore, the assumption is made, 
for example, that the Reserve Bank will not again be raising rates of interest during a 
period of general economic weakness and international instability. Similarly the 
assumption is made that the Federal Government, when it releases its budget in May, 
will maintain the budget in surplus and keep public spending growth to a minimum.  

[R4.7] So too, underlying these forecasts, is an implicit assumption that the safety net 
decision will be consistent with maintaining economic growth and encouraging 
employment. If the assumption were made from the start that the decision in the 
present safety net case would be to grant the ACTU its claim then it can be stated as a 
matter of certainty that the forecasts made at that time would have been substantially 
more pessimistic than they were. Even a repeat of the $18 granted last year, which was 
seen within the employer community as unusually high, would have led to a 
downward revision of these forecasts. Granting such large increases, particularly when 
the economy is on a downwards trend in so many areas, is inconsistent with the 
maintenance of strong rates of economic growth. 

Additional Age Forecasts  

[R4.8] There is an additional factor that needs to be understood to put these forecasts 
into their proper content. There were three supplementary questions included with The 
Age survey which sought a more extended discussion of various issues. To understand 
the nature of our concerns, we include the answers to these supplementary questions 
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that were part of The Age survey raised by the ACTU. The first of the supplementary 
questions was this (found in Attachment B): 

‘What do you think is the single most important long-term economic 
problem facing Australia? What should the Federal Government be doing 
about it?’ 

[R4.9] There are, of course, a wide variety of potential issues that might have been 
raised. It was entirely possible to have chosen the concerns business has with the way 
in which monetary policy is conducted in Australia. The level and direction of public 
spending is an important issue. National savings and retirement incomes is becoming 
increasingly relevant. Yet in focusing on what is the ‘single most important long-term 
economic problem’ this is what Dr Kates provided as his response (the entire response 
to the Age questions is also found at Attachment B): 

‘The greatest economic problem facing the government is attitudinal. There 
is still insufficient recognition that there is a necessary relationship 
between effort and output. There is therefore an ongoing belief that we can 
reduce productive activity and still maintain living standards. The ACTU’s 
Safety Net, Redundancy Application, and Work and Family claims are 
examples of the more general belief that we can draw down on our 
productivity and still continue to raise real incomes. Similar demands for 
greater social services without recognition of their costs will continue to 
plague governments. The dangers of a sclerotic outcome, where the 
Australian economy becomes as bogged down as the European remains a 
real long-term concern.  

'The Government should be taking a hard line against the ACTU in its 
claims for increased real incomes and should do what it can to ensure that 
the community has a better understanding of the relationship between 
economic growth and future improvements in the standard of living.’ 

[R4.10] Thus, the greatest single concern identified by the Chief Economist of 
Australia’s peak business organisation is the manner in which labour cost increases are 
granted through decisions of federal and State Industrial Relations Commissions which 
unduly concentrate on what some proverbial average firm can afford, but which 
neglects the effects on firms which are struggling to maintain profitability. The result 
is that continuously higher standards are being demanded of business in their payment 
of wages and in the conditions provided. These are slowing growth, diminishing the 
prospects for raising real incomes and are adding to the level of unemployment. 

[R4.11] That is the full account of what ACCI stated in its economic forecasts. There 
is nothing in this submission that has indicated that the economy has not continued to 
grow in the face of adverse circumstances.  
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[R4.12] But what we have emphasised is that employment growth is being 
undermined, investment growth is being revised downwards, there are growing 
problems with in current account, and inflation remains at the RBA upper limit. A 
significant factor within these outcomes are the increases in the cost of labour. 
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5. MINIMUM WAGES  

[R5.1] ACCI does not oppose a single minimum wage set at an appropriate level.  
However, ACCI argues against any increase in the multiple minimum wage on this 
occasion.  

[R5.2] By raising the wages of the lowest paid workers the ACTU argues that 
minimum wage policy produces redistribution from capital to labour and from highly 
skilled to lower-skilled workers. However, since minimum wages laws maintain a 
wage floor they do not produce or guarantee employment. Moreover, minimum wages 
laws can is inappropriately structured or set, place a barrier before the unskilled and 
unemployed in terms of entering the lowest point in the economic ladder. 

[R5.3] Setting real minimum wages above what employers are able to pay results in 
increasing levels and duration of unemployment for unskilled workers. In terms of 
fairness and equity to assign to a group a disproportionate chance of unemployment, a 
low probability of entering employment and therefore a low income does not serve to 
further the goals of reducing income inequality or reducing the financial stress of 
people. 

[R5.4] Given that the newly unemployed lose, the extent to which this occurs depends 
on the degree of turnover in the labour market, specifically turnover of unskilled 
workers. As noted by ACOSS, the costs of unemployment are often quite high: 

 ‘Fifty per cent of all unemployment benefit recipients have been on income 
support for over a year, and the majority of these have been unemployed for 
over two years.1 

 ‘13 percent of low-paid adult workers drawn from a representative sample 
of the whole population were out of work one year after the reference point 
for the study (namely, September 1995) 

 ‘29 percent of low-paid adult workers drawn from a representative sample 
of people who were jobless four months prior to the reference point of this 
study (that is, in May 1995), were out of work again one year later (in 
September 1996).’2 

 

1 ACOSS, ‘Overcoming joblessness in Australia: 12 Budget Priorities’, Introduction, pg 2. 
2 Submission to the Australian National Wage Case February 2003 ACOSS, ‘Part-time, causal and under-employed workers’ 
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[R5.5] As labour market turnover becomes slower and the duration of unemployment 
becomes longer, the situation of the unemployed becomes more serious. This is an 
undesirable re-distributional consequence of minimum wage legislation. 

[R5.6] If for example, minimum wages were immediately increased to $25 an hour the 
cause and effect between the large increase and the subsequent increase in 
unemployment would seem obvious. However the effects of continual and predictable 
increases in the minimum wage are less obvious, not as extreme but are just as certain.  

[R5.7] Another structural change that occurs as a result of minimum wages being 
unrelated to productivity increases is the redistribution of wealth from the unemployed 
and recently unemployed low-skilled workers to the employed or high-skilled workers 
through a reduction in opportunities to enter paid employment. 

[R5.8] When determining its decision the Commission must consider these costs of the 
ACTU wage claim. Therefore, whilst supposedly arguing on behalf of the ‘working 
poor’ the minimum wage excludes some from employment and reduces the amount of 
training undertaken by workers who maintain their jobs. This group of excluded 
workers comprise the majority of society’s poor. 

Employment Responses To Minimum Wage Increases 

[R5.9] Some possible responses to increases in the minimum wage include reduced 
hours of work, a lower probability of entering employment, less on-the-job training 
culminating in a reduction in household income.  

[R5.10] Further to these effects, the impact on inequality will vary depending on the 
position of the individual on the wage distribution i.e. the wages and employment of a 
high paid or low paid worker will be affected to varying degrees by changes to the 
minimum wage. This concentration of minimum wage effects on the low wage earner, 
the unemployed and on unskilled workers makes the use of aggregate data a much less 
efficient and accurate measure of the actual effects of minimum wage increases.  

[R5.11] Many empirical studies have attempted to estimate employment elasticities 
from aggregate studies without reference to marginal groups and therefore do not 
properly measure through underestimating the impact of minimum wage outcomes. 
Such aggregate measures are undertaken without particular concern to those actually 
tied to increases in wages.  
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[R5.12] Those that are affected by the minimum wage through job loss may withdraw 
from the marketplace altogether, judging that the probability of entering the workforce 
as too low. The use of aggregate data will mask the real consequences for these mostly 
unskilled individuals. This represents a similar problem to that experienced by regional 
and sectoral affects when averaged together to produce national results. 

[R5.13] The goal of reducing poverty is laudable but the attempt to link the reduction 
of poverty to minimum wages is fraught with inaccurate analysis. 

[R5.14] What should be recognised is that, as a general observation, low-wage 
workers are lower skilled than those who are paid higher amounts and as such wage 
increases should not price them out of the market and assign to them long periods of 
unemployment. The over representation of unskilled in unemployment figures is being 
seen right across OECD countries and is not restricted to Australia.  

Distribution Of Poverty And Minimum Wages 

[R5.15] The measurement of poverty in Australia is a controversial issue with some in 
the community suggesting the poverty line should be either higher or lower but rarely 
agreeing. Generally the community does agree that unemployment is a major cause of 
poverty and being unemployed increases your chances of an individual falling into 
poverty (see table below).3  

1990 1995 1996 1998 2000
Unemployed 52.6 49.2 47.6 54.5 57.5
Not in Labour Force 13.4 12.4 13.4 14.2 16.7
Working Part-time 10.6 10.7 12.7 13 11.7
Working Full-time 4.2 5.2 5.5 5.3 4.6
* Using the before-housing half average income poverty line (Henderson equivalent scales)
~ Financial Disadvantage in Australia 1990 to 2000

Estimate poverty rates by labour force status for persons aged 15 and over*~

[R5.16] In fact, the incidence of poverty amongst full-time and part-time workers has 
declined steadily of the last four years, while those in not in the labour and those 
unemployed have increased making access to employment even more important.  

[R5.17] The emphasis on full-time employment is necessary but what must also be 
considered is the development of part-time and casual jobs, which suit many 
employees and employers. But by far the clearest message is that predominately 
employment is critical to remaining free from poverty. 

 

3 Table taken from NATSEM, Financial Disadvantage in Australia in 1990 to 2000, Labour Force and Educational Characteristics, Chapter 5 pg 12. 
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[R5.18] The increasing incidence of poverty amongst the unemployed emphasises the 
greatest opportunity to move out of poverty is with access to employment. An increase 
in the minimum wage gives the long-term unemployed a hypothetical right to a ‘living 
wage’, but it does not guarantee them work. inappropriately structured or set, it makes 
entering the workforce more difficult. 

[R5.19] By reducing the barriers to employment, faced mostly by the unskilled, it is 
possible to reduce poverty and reduce income inequity. What has emerged is that wage 
and salary earners are less likely and even less so than five years ago to be in poverty4 

(see table below). 

[R5.20] Negative employment effects are not uniformly distributed among workers but 
instead concentrated in venerable groups such as the low skilled therefore, policy 
makers must sharpen their perception as to the consequences that arise from their 
actions. 

Own Business And Poverty 

[R5.21] A startling and sobering fact is the proportion of people who own their own 
business in poverty. According to a recent NATSEM study, 14.3 per cent of business 
owners are below the poverty line by main source of family income.5 And while these 
types of households are not as common as wage and salary earners in terms of 
numbers, it does present a picture not often portrayed about the hardships of running a 
business.  It also emphasises that owning a business creates a greater probability of 
living in poverty in comparison to earning a wage in contemporary Australia.  

[R5.22] The representation of small and medium sized business within this table 
reflects the added cost many proprietors will have to endure because of minimum 
wage increases as it is, those same businesses that employ the majority of minimum 
wage earners. Approximately 95 per cent of award-wage employees work for a firm 
with less than 1000 employees. The highest proportion of award-wage workers was 
33.2 per cent for firms with between 20 and 49 employees6. 

 

 

4 Ibid p12. 
5 It should be recognised however, that amongst this 14.3% would be components of employers, and 
the self employed who do not currently employ.   
6 ABS Employee Earnings and Hours Preliminary May 2002 Cat. 6305. 
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[R5.23] Low margin operators in small and medium sized businesses are often more 
vulnerable to poverty than low-wage workers. The continual increase in the award 
wage without reference to productivity increases means that the financial position of 
many small or medium-sized businesses will become more precarious.  

[R5.24] Many businesses in the early years run at a loss making it difficult to increase 
expenditures without any offsetting productivity effects. Furthermore, after three or 
four years most of these new businesses will no longer exist having exhausted all their 
financial savings and options. 

[R5.25] In many instances low-wage workers may be making more money than the 
owner of the business who employs them. Life for the small and medium sized 
business owner is a struggle: “It means juggling to make ends meet, it means going 
into debt, and it means significant levels of financial stress”7 but it also means long 
hours at work with associated periods of time away from their families, often being the 
first to work and the last to leave. 

[R5.26] With successful small and medium sized businesses few and far between as a 
percentage of business start-ups the Commission’s focus must not only be placed on 
the successful cases but also on those businesses struggling to stay afloat. The 
Commission must not neglect the fact that most of the owners of business, just as most 
individuals, are far from being wealthy or well off. 

[R5.27] This NATSEM study is also examined in Section 8 of this submission.  
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Who Is Affected By Unemployment? 

[R5.28] Unemployment represents an under-utilisation of the economy’s resources. 
This results in lower standards of living and a lower self-esteem for those exposed to 
unemployment. Extended periods of unemployment result in a lower probability of 
entering paid employment. There is clear evidence that unemployment has been 
disproportionately spread among some groups in the community and that other groups 
are more likely, such as skilled workers, to be employed8. 

[R5.29] The group where unemployment is more concentrated is amongst the low-
skilled workers in Australia, where the low-skilled workers represent 21.4 percent of 
the unemployed but only 19.6 percent of employed persons. 

[R5.30] Continual increases in the Safety Net go some way towards explaining the 
increasingly infrequent and tenuous employment prospects for many of these workers. 
Low-skilled workers also have a more tenuous employment prospect than high-skilled 
workers in both periods of economic expansion and contraction. As noted by the 
ACTU: 

 ‘The highest concentration of award only workers are in lower skilled 
occupations. About 75 per cent of all award only employees are to be found 
in occupations classified as having below trade level skills.’9 

[R5.31] Therefore as the ACTU attempts to link low-wage workers with award 
wages10 (although not low-income households), it could equally be argued that award-
wage employees are linked to disproportionately lengthy periods of unemployment. 

[R5.32] As the concentration of unemployment becomes greater in certain groups of 
society the ability for minimum wage legislation to act as a mechanism to fight income 
inequality is greatly diminished. Furthermore, to the extent that high-income 
households are composed of at least one member receiving the minimum wage it adds 
to income inequality. 

 

7 ACTU Minimum wages case 2003 1.5. 
8 See table. 

# Includes Manages and Administrators, Professionals, Associate Professionals,  

Trade persons and related workers and Advanced Clerical and Service Workers. 

^ Includes Intermediate Clerical, Sales and Service Workers, Intermediate  

Production and Transport Workers. 

! Elementary Clerical, Sales and Service Workers and Labours and Related Workers.

~ Looking for first job, Looking for full-time work and Former Worker. 

 

9 ACTU Minimum wages case 2003 2.15. 
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[R5.33] The unskilled and new entrants into the workplace already suffer a 
disproportionate degree of unemployment. Inappropriate or untimely increases to the 
minimum wage place a further impediment in the way of both types of worker. Since 
there can be no argument that minimum wages do not help the unemployed in terms of 
increasing their real incomes, it then becomes a matter of to what degree the 
unemployed are excluded from participation in workforce. 

[R5.34] Household incomes are important gauges of an adequate standard of living or 
adequate incomes. This reflects the sharing and economy of scale that occurs within 
this particular unit. Household income units also allow for multiple wages earners to 
be compared to a single earner by assuming that income is shared between parents and 
children as well as between partners. 

[R5.35] There is often confusion around the correlation between being from a low-
income household and being a low-wage worker. Many teenage and secondary 
workers have jobs that are or close to the minimum wage. However, they are rarely the 
primary wage earners and are often upwardly mobile within the income distribution 
and therefore do not permanently belong to or will move out of a poor household. This 
point makes an important statement about increases in minimum wages and who are 
those that benefit, given this poor correlation.  

[R5.36] As a poverty reduction measure minimum wages should, on average, raise 
earnings of low-wage workers and minimum wage increases should also be 
concentrated in low-income families. These two outcomes must occur if minimum 
wages are to produce any reduction in poverty. Notice that these two conditions say 
and do nothing for the most vulnerable in society, those unemployed. 

[R5.37] These two conditions, however, do not appear to be the case in Australia 
where a large proportion of minimum- and low-wage workers are relatively well off in 
terms of their position across the household income distribution. 

 ‘In contrast minimum wages earners are over-represented in the middle 
deciles, four to six. This occurs for two reasons. The first is that the 
minimum wage used in this paper – in effect the then prevailing Federal 
minimum – is enough to put a full-time worker who has no or few 
dependents in these middle deciles. The second is that minimum-wage 
workers often live in families in which there is more than one income 
earner. Multiple-income earners are much more common among low-wage 
families than among unemployed ones. 

 

10 ACTU Minimum wages case 2003 7.63. 
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 ‘The majority of low-wage earners are found further up the income 
distribution than minimum-wage earners, with about half being 
concentrated in deciles six to eight.’11 

[R5.38] Furthermore, in order to determine what amount of the minimum wage 
increases that goes go to the poor and whether or not it reduces family income 
inequality depends on two additional factors. Firstly, if a higher proportion of low-
wage workers are at the bottom of the family income distribution, this will result in a 
disproportionate benefit to lower income households. Secondly, the higher the 
proportion of low-income families that have a minimum wage earner, generally the 
primary wage earner, the more effective minimum wages are at reducing income 
inequality. 

[R5.39] The low-income families that do not have a working adult will not be 
benefited by any such rises in the minimum wage. Families with higher income that 
have one adult (perhaps a spouse or teenager) working in minimum wage employment 
will be benefactors of an inadequate and ill-targeted system.  

[R5.40] If minimum wages do target low-income and high-income families and do not 
produce a benefit for those without a working adult or member then this will increase 
the disparities in income between households. This is a perverse situation the ACTU 
claims it wants to solve not contribute to. 

[R5.41] Given that more than half of low wage earners are in the top half of household 
incomes, raising the minimum wage is an inadequate expression of welfare policy. 

[R5.42] If only a relatively small proportion of minimum wage earners are poor then 
the further up the award system we go the further the relationship between the poor, 
the pretence of a ‘living wage’ and the awards erode. This lack of correlation makes it 
difficult to accept award wage increases under the guise of a ‘living wage’ adjustment. 
In an income distribution where minimum wage workers are not poor, increasing the 
minimum wage will then have little effect on poverty and little effect in compressing 
incomes. 

[R5.43] As has been argued throughout ACCI’s submission the impact of minimum 
wage increases on families and individuals and business cannot be determined from 
aggregate data. A low-income family that relies on welfare for its income will not 
benefit through an increase to the minimum wage. In fact, the chance of entering paid 
employment in the future may be reduced. In that case, the impact will be negative and 

 

11 Ann Harding/Sue Robertson 
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increased income inequity in Australia will produce a socially undesirable outcome 
from wages policy. 

[R5.44] This lack of opportunity to access the labour market must be factored into any 
decision whether to increase minimum wages. Through the increased participation in 
the labour force, unskilled workers will have access to on-the-job training in order to 
make them more employable in the future and permanently lift them from dependence 
on social welfare. 

[R5.45] The longer the duration of unemployment the greater is the chance of falling 
into poverty. Labour markets with structural or institutional rigidities produce 
incidences of increasing long-term unemployment and under employment. 

[R5.46] An enduring problem today in the Australian labour market is that of the long-
term unemployed. While intermittent, insecure and haphazard periods of employment 
are undesirable, long-term unemployment is a most serious social issue. Where whole 
generations are excluded from valuable participation in society or grow up in a family 
devoid of a working parent the chance of children entering employment are lower. 

[R5.47] Studies have shown that children who grow up in a household without a 
working parent have a greater chance of being unemployed themselves. This 
inheritance of unemployment must be broken in order to produce a more inclusive 
labour market and society. 

Putting Statements Into Perspective 

[R5.48] Australia has a high correlation between no pay or unemployment and low-
income households and poverty. Those in the lowest deciles of the income distribution 
are the unemployed. It should be understood that in Australia the correlation between 
unemployment and a low standard of living is strongest. As noted by the OECD: 

 ‘We conclude from this section that the evidence strongly supports the view 
that the unemployed are indeed financially very disadvantaged. They 
comprise a high proportion of people in the lowest deciles of the income 
distribution and are heavily concentrated in these deciles’12 

[R5.49] Given the likelihood that people without jobs are the most vulnerable in 
society both in terms of opportunities to employment and their position in the income 
distribution it is important that the Commission seriously consider the adverse 

 

12 Ann Harding and Sue Richardson, ‘Unemployment and Income Distribution’ 
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employment effects of further increasing the minimum wage, and the award safety net 
more generally, on this occasion. 

Adjusting Minimum Award Rates is Different from Adjusting the 
Minimum Wage 

[R5.50] It remains a matter of some importance that the ACTU continues to portray its 
case as if it is directed at the minimum wage alone. One can understand the public 
relations value of such an approach but when all is said and done, we here in this court 
room know better. If it were only about the minimum wage, it would be a very 
different kind of case than it is. But in fact, what is being determined is not just the 
minimum wage but award rates across the award wage structure. 

[R5.51] In the United Kingdom, as the ACTU’s recent submission has shown, there 
has been another report of the Low Pay Commission which does nothing other than 
look at the minimum wage. This has required a major inquiry into economic 
conditions in the United Kingdom to determine what action ought to be taken and the 
report is hundreds of pages in length.  

[R5.52] The ACTU discusses minimum wages in its reply submission from paragraph 
R7.31 to paragraph R7.33. To support their position, that minimum wages are a good 
means to alleviate poverty, they quote as authorities a paragraph in the Dowrick and 
Quiggin paper, something written by the OECD cited in a paper by Sue Richardson, 
and then finally the ACOSS submission. What is interesting about all three of these 
papers is that they refer only to adjustments of the minimum wage and not to the 
adjustment of all award wages. The OECD ignores award variations because that is all 
it is considering. DQ and ACOSS seem to simply ignore what is the most important 
aspect of the safety net adjustment process; although ACOSS does refer to the awards 
system it focuses its submission on the minimum wage alone.  

[R5.53] But the important point we would note here is that the argument the ACTU is 
making is that raising the minimum wage is indeed an effective means of alleviating 
poverty. It does not say that raising the minimum wage and also adjusting all award 
rates is the effective means, it merely points to raising the minimum wage alone. We 
have ourselves repeatedly stated in the past that if the issue were only the minimum 
wage, the issues would still need to be fully considered as is done in the Low Pay 
Commission in the United Kingdom but depending on the increase decided upon, the 
potential consequences for the economy would be less than those associated with 
adjustments of all award rates.  
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[R5.54] However, given the wage case is the setting for this discussion of the 
minimum wage by the ACTU it really does raise what ought to be a central question: 
If minimum wage adjustment is such an effective way to alleviate poverty then why do 
we need to raise all other award rates as well?  

[R5.55] Moreover, it is interesting to recognise that the process by which increases in 
the minimum wage lead to an increase in incomes overall across the wage structure is 
by a process of flow. There is the expectation, and it is a correct expectation, that 
increases granted at the bottom move the entire wage structure. Over time, if there is 
an increase in the minimum, by the forces of the market all wages adjust to maintain 
relativities. But what is important is that while this is what occurs broadly throughout 
the economy, the decisions to raise any wage other that at the minimum, are made 
workplace by workplace and in consultations between management and workers. If the 
minimum is not set too high, and is increased at a pace that is set within the bounds set 
by productivity growth, then the adjustment process takes place where there is 
pressure on businesses to match increases that may have been granted elsewhere, but 
there is also pressure on employees to make the workplace changes that will ensure 
that the increases that take place can be afforded.  

[R5.56] This is not, however, the process that occurs in Australia. We would remind 
the Commission that in adjusting award rates as it does, it is raising business costs 
without direct reference to offsetting workplace circumstances. It is being asked to do 
so on this occasion when the international situation is highly uncertain, the balance of 
payments is deteriorating, the growth in employment remains limited, the expected 
growth in investment is slowing and inflation remains at the upper limit of the Reserve 
Bank’s target range. 

[R5.57] In looking at the ACOSS submission in particular, it is clear that its concern is 
solely with those on low income. Its submission is directed towards how a proper 
minimum wage can be structured and in its submission it is noteworthy that not only 
does it believe that the minimum wage should be set significantly above the poverty 
level for a single person in order to provide a decent standard of living, but that this is 
already the case. As it says on page 10: 

‘Minimum wages have been set well above poverty levels for a single adult 
for many years now, but it is doubtful whether they enable a person to live 
in modest comfort in accordance with contemporary Australian living 
standards.’ 
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[R5.58] And while there is a number of tests for a proper minimum wage, the one test 
that is not included by ACOSS is whether any benchmark chosen will create more 
unemployment than already exists. The real question that must be addressed to 
ACOSS, as well as to others who support an increase in the minimum wage is: would 
they support such an increase in the minimum wage if it led to an increase in 
unemployment? The answer must surely be that they would not because increasing 
unemployment would lead to a vast deterioration in the welfare of individuals who by 
definition lose their jobs. 

[R5.59] Australian employers accept the need for a floor on wages and can agree that 
if properly set it will provide some assistance to those on comparatively lower 
incomes. But the minimum wage must be properly set with regard to economic 
conditions, business productivity and the likely effects on future growth rates if it is 
not to do more harm than any small good it might otherwise achieve. Raising the 
minimum wage without linkages back to workplace productivity, work practices, or 
economic growth will only put people out of work or add to inflation. 
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6.  IMPACT OF THE CLAIM 

Distributional considerations in award wage increases 

• Minimum wage increases affect different workers and industries differently. 

• Aggregate statistics hide the different outcomes and effects from raising the 
minimum wage, that is why they are ineffective tools at measuring the impact 
on the economy. 

• The ACTU’s costing methodology, which is based on statistical aggregates, 
hides and distorts the costs to business and the consequences for the economy. 

[R6.1]   It is those individuals directly and indirectly affected by minimum wage 
decisions who determine the national impact and not the national impact that 
determines the effect on individuals. 

[R6.2]   The impact of a living wage increase is not, as argued by the ACTU, 
distributed equally nor does it affect each individual business or person to the same 
degree or in the same manner. Comparing the growth in one aggregate with another 
provides only extremely limited understanding of what happens in any individual 
business and therefore to the economy overall. 

[R6.3]   The effects on the economy through increases to the safety net cannot be 
adequately explained or determined either by assuming businesses and individuals are 
homogeneous, which is the implicit assumption the ACTU makes in estimating the 
impact of its claim. The method used by the ACTU to calculate the cost impact of an 
increase in the Safety Net does not provide a accurate estimate its actual impact. The 
results obtained instead serve to obscure the impact on individual sectors and firms. 

[R6.4]   The methodology adopted by the ACTU to estimate the cost of the claim 
essentially categorises workers into two types: those workers who are not affected by 
the living wage decision and those workers who are affected directly. This is an  
overly simplistic approach which fails to capture the dynamics of the labour market. 
Expectation setting and relativities between workers within a firm are important 
aspects that must be considered to assess the impact of any claim properly. From a 
business perspective there tend to be those business that rely heavily on award wage 
employees and in contrast those that do not. For the firms without any great proportion 
of award employees their wage costs largely remain the same or rise independently of 

 
March 2003 PageR6-1

 
(2003-Mar) SNR-Reply-(Ch06)-Cost Impact.doc 



ACCI Reply Submission – 2003 Safety Net Review (C2002/2281 and ors) 
 
the Safety Net decision, while for the second type of firm their wage costs, margins 
and employment conditions are heavily influenced by it. 

Understanding The Aggregate Costings1 

• Illustrating how the ACTU wage cost impact is calculated. 

Increases in a Firm’s Wages Bill if ACTU Claim is Granted 

Table 1 Costing the Claim 

 Juniors Total 

Permanent Non-permanent Permanent Non-permanent 
Proportion 31.3% 6.1% 15.3% 30.9% 16.4% 
Weight 1.0 1.2 0.5 0.6 0.4 
Increase 24.60 
Weighted increase $24.60 $29.52 $12.30 $14.76 $9.84 

$17.56$7.70 $1.80 $1.88 $4.56 $1.61 

Adults 
Full-time Part-time 

Source: ACTU Written Submission 

[R6.5]   The costing methodology used by the ACTU assumes that there is  
representative firm that can be used to demonstrate the effect on all firms. This 
representative firm is made up of exactly the same employee distribution as exists in 
the national economy overall. The ACTU then looks at the effect of granting the 
decision on each of the categories that make up this representative firm. As the table 
above shows, which is reproduced from the ACTU’s first written submission shows, it 
first weights the increase in award wages, a flat dollar amount of $24.60, using the 
proportions of hours worked per week (relative to a full-time adult) for different types 
of workers. Thus, for example, it estimates that the proportion of full-time permanent 
adult employees in this firms is 31.3% which is the proportion across the economy.  

[R6.6]   The ACTU then assumes a full-time adult works 38 hours a week, 
inappropriately ignoring overtime, and that this employee receives the full award 
increase granted by the Commission. Every full-time award employee is given a 
weighting of 1.0. Therefore, on these assumptions the claim will add ($24.60 X 1.0 =) 
$24.60 to every firm’s award wages bill per week for each full-time adult award 
worker employed. This is indicated in the full-time adult column and weighted 
increase row of Table 1. That overtime payments are left out ensures that this costing 

 

1 Table 1 adapted from the  ACTU Minimum Wage Case 2003, ACTU Composite Exhibit, 5 February 2003 TAG 4 ACTU Costings. 
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is below the actual costs. Given that only 31.3% of employees receive this increase, 
the addition to costs is (31.3% of $24.60 =) $7.70. 

[R6.7]   The second type of worker within the representative firm, identified as a non-
permanent full-time adult, receives a 20 per cent loading on top of their normal wages. 
The ACTU assumes they also work a 38-hour week, again ignoring overtime, so that 
any flat dollar increase for non-permanent full-time workers would be 20 per cent 
higher than for a normal full-time adult. This type of worker therefore receives a 
weighting of 1.2 times the full-time equivalent hours. This means that if the increase 
sought by the ACTU is granted every non-permanent full-time employee a firm 
already employees will add an extra (1.2 X $24.60 =) $29.52 to its award wage bill per 
week. This figure is shown in the non-permanent full-time adult, weighted increase 
cell in Table 1. The addition to costs is calculated as (6.1% of $29.52 =) $1.80 per 
week. 

[R6.8]   For part-time workers the ACTU uses, a figure of 18.8 hours per week or 
approximately half the number of hours of their full-time counterparts and therefore 
weight the proportion of part-time employees in the economy by 0.5 full-time 
equivalent hours. This means that any flat dollar increase in wages of award 
employees will actually cost the firm, on average, half of the cost of full-time 
employees. Any part-time worker a firm currently employees will cost the firm an 
extra (0.5 X $24.60 =) $12.30 in wages per week if the full ACTU claim is granted. 
This figure is found in the third column labelled as “Adult Permanent Part-Time” of 
Table 1. As such employees make up only 15.3% of total employment across the 
economy, the effect on total wage costs is estimated to be (15.3% of $12.30 =) $1.88. 

[R6.9]   Non-permanent part-time adult employees are treated similarly to their full-
time counterparts and have a 20 per cent loading. They are therefore weighted by 0.6 
of the full-time equivalent hours which amounts to (0.6 X $29.52 =) $14.76. That is, 
these employees will cost the firm an extra (30.9% of $14.76 =)  $4.76 in award wages 
per week as again shown in Table 1. 

[R6.10]   Junior employees are an aggregate figure and are weighted by 0.4 full-time 
equivalent hours to account for lower wages and the lower hours for part-time 
employees per week. This figure is an amalgam of part-time, casual and full-time 
juniors. Using the same methodology as in the previous columns, the average weekly 
cost is estimated to be (0.4 X $24.60 =) $9.84.  The addition to the total weekly wage 
cost would then be estimated to be (16.4% of $9.84 =) $1.61. 
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[R6.11]   Adding up all of the individual additions to costs represented by the 
individual increase the addition to total wage costs is estimated to be ($7.70 + $1.80 + 
$1.88 + $4.56 + $1.61 =) $17.56. The weighting spreads the increase in the average 
firm’s award wages over all the different types of award employees to get an average 
increase for the average award wage employee. Thus, in an impressive piece of 
legerdemain, the ACTU demonstrates that an increase in award rates of $24.60 per 
week is actually an increase of only $17.56. 

[R6.12]   It need hardly be pointed out that as an estimate of the actual addition to 
costs of employing an individual employee this is a calculation that is 
straightforwardly wrong. If one is employed as a full-time permanent adult, the 
increase will be $24.60 per week. Neither the figure of $17.56 which is the weighted 
total, nor the figure of $7.70, which is the estimated contribution of permanent full-
time adult employees to the total, has any meaning in terms of a single workplace in 
Australia. Even the weights, it might be noted, have different significance depending 
on which category is being estimated. The weight is in terms of hours worked, with the 
38 hour week as the standard. It then takes on extra freight where a 20% loading is 
added for non-permanent employees. But no matter how one turns the numbers, at the 
end of the day, an increase of $24.60 per week will be added pro rata to the wages paid 
to every award employee on award rates if the ACTU claim succeeds. The figure of 
$17.56 has no meaning other than as a construct to determine the average additional 
cost of granting the claim to a representative employee in a representative workplace. 
It says nothing at all about the impact in real firms in the actual economy. 

Increases in the economy’s wages bill due to $24.60 claim 

• The second stage of the ACTU’s calculation measures the effect of the average 
increase for all award employees on the aggregate economy 

[R6.13]   As just discussed, the costing methodology mimics the award employment 
structure of the economy in terms of proportions used and ordinary time hours worked, 
as opposed to the actual number of hours worked, not the firm or industry award 
employee structure, but the award wage structure as seen on average over the 
economy. The proportions of different types of workers used in the ACTU’s costings 
are found in the economy-wide data. The final cost or second stage of the costings 
estimate is the aggregate cost increase, for all employees, including those in the public 
service. 

[R6.14]   In the ACTU’s calculation, the average firm experiences a cost increase of 
$17.56 per award employee. This is then divided by the Average Weekly Earnings 
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data, which includes overtime payments. In making this calculation, the ACTU is 
attempting to estimate the average cost across the entire wage structure of the increase 
it has estimated will occur. The ACTU estimates the proportion of employees 
receiving the award increase as 21.0% of the workforce. Using this methodology, and 
as shown in Table 2, the ACTU estimates that the addition to Average Weekly Total 
Earnings (AWTE) is 21.0 percent of $17.56, which is $3.69. The figure of $3.39 is 
then related to the figure for AWTE which is $696.50. The percentage increase is 
therefore estimated as 0.53 percent. That is the ACTU contend that their claim, if 
granted, would add 0.53 percentage points to the ABS estimate of ordinary time 
earnings. 

[R6.15]   The inclusion of overtime in the denominator, which the ACTU neglects to 
factor into the numerator thus understates the impact of the claim. The numerator has 
in this way been an underestimate of the actual addition to costs. Moreover the ACTU 
labels the Average Weekly Total Earnings (AWTE) figures in its submission as “Total 
AWOTE” (AWOTE is normally taken to mean Total Average Weekly Ordinary Time 
Earnings) throughout their costing sections and continually refer to the addition to 
ordinary time earnings. It is misleading to characterise an estimate that includes 
overtime as being an ordinary time figure.  

Table 2:  Calculating the Addition to Average Weekly Total Earnings 

Percentage of total 
workforce Weighted increase Average $ increase for 

each worker AWTE
Maximum Addition 
to Average Weekly 
Total Earnings (%)

21.00% $17.56 $3.69 $696.50 0.53%

Source: ACTU Written Submission 

Public sector should be excluded 

• The public sector should not be included in the aggregate costing 

[R6.16]   There is a difference between the private and public sectors in relation to this 
claim that ought to have an important bearing on the manner in which these cost 
increases are calculated. These are increases that are not paid to public sector 
employees. Their inclusion in the denominator has the one certain effect of spreading 
the estimation of the impact of the claim across more than a quarter of the workforce 
who do not receive an increase as a direct result of the Safety Net decision. This 
reduces the total cost estimate and ends up telling us even less about the impact of the 
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increase. There is no justification for including the public sector in this calculation. If 
the intent is to gauge the impact of the claim on those firms that must pay it, then the 
public sector should be excluded since by definition there can be no direct impact on 
wages paid in the public sector. Undoubtedly, there is flow-on so that it becomes 
impossible for any government not to at least match the increases granted through the 
Safety Net.  

[R6.17]   But if the intent is to estimate the impact on business, which ought to be the 
overriding consideration in these proceedings, then including the public sector in the 
calculation will only obscure the consequences of granting the claim. Assuming that 
public service employees make up around a quarter of the workforce, removing these 
from the calculation suggests that the addition to costs would be around 0.71 
percentage points. And that is without the additional assumption that public service 
wage payments are higher than in the private sector so that removing these higher paid 
individuals would lead to the calculation of even greater percentage increase.  

[R6.18]   To measure the aggregate impact of wage increases as matters of internal 
consistency, only those people whose wages and sectors whose costs are affected 
should be included in the AWTE. At the very least excluding those who not affected 
by wage increases will lead to a more accurate estimation. 

[R6.19]   The ACTU states in paragraph R3.12 on page 23 in their 2002 submission: 

‘All but an insignificant minority of public sector employees do not receive 
the benefit of safety net increases’ 

[R6.20]   Since the AWTE measure used by the ACTU includes the public sector 
AWTE should not be used as a denominator to calculate the ‘maximum’ addition to 
Average Weekly Total Earnings. Rather, the Private Sector Total Earnings measure 
would reflect the impact upon the total economy with specific reference to those 
whose wages would actually change. This would be more indicative of the increased 
cost a business would actually face. 

[R6.21]   The ACTU uses All Employee Total Earnings as the denominator to 
calculate the percentage increase in the aggregate wage. However, the aggregate wage 
should not include those sectors of the community that are not influenced by such 
outcomes.  

[R6.22]   The aggregate wage should only include those sectors affected by the claim 
or those affected to the greatest degree. In that sense we are attempting to measure the 
impact upon the aggregate ‘affected’ economy, namely the private sector. 
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[R6.23]   Table 3 estimates the impact of increasing the minimum wage upon the 
public sector in light of the views expressed previously by the ACTU. 

Table 3 Public Sector Costs 

Juniors Total

Permanent Non-permanent Permanent Non-permanent
Proportion 0.0% 0.0% 0.0% 0.0% 0.0%
Weight 1.0 1.2 0.5 0.6 0.4
Increase 24.60
Weighted increase $24.60 $29.52 $12.30 $14.76 $9.84 $0.00

$0.00 $0.00 $0.00 $0.00 $0.00

Full-time Part-time
Adults

 

[R6.24]   The above statistics are a reminder that virtually the entire aggregate effect of 
award wage increases takes place in the private sector. The weight of consideration 
should be placed on the costings of the private sector with the public sector completely 
excluded. 

ACTU’s Average Cost Increase of an Award Employee to 

the Average Firm 

• The ACTU’s estimation of cost increases only applies to one “representative” 
or “average” firm in the economy. 

• The approach chosen by the ACTU obscures effects of increasing the minimum 
wage on other firms that do not fit the “average” profile. 

[R6.25]   A wage increase for a firm whose employees are award-dependent and are 
categorised as a full-time permanent adult, is calculated under the assumption that 31.7 
per cent of the firm’s employees will receive the full award increase2. The result is that 
each of these award workers is assumed to contribute $7.80 on average to the increase 
in the average award wage employee’s increase. This is to say, if one extra full-time 
permanent adult were employed that person would cost the firm only $7.80, if the full 
$24.60 were averaged out across all award-dependent employees.  

[R6.26]   This measure obviously has no bearing on changes in the relative, marginal 
or absolute costs of employing that individual. 

 

2 ACTU Minimum Wage Case 2003, ACTU Composite Exhibit, 5 February 2003 TAG 4 ACTU Costings also see table 1. 
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[R6.27]   The assumption made by the ACTU about the structure of the firm’s 
employment situation is simply taken from the structure of the distribution of 
employment across the economy where 31.7 per cent of award-dependent employees 
are permanent full-time adults. This calculation is deeply misleading in terms of 
defining the impact on specific firms and therefore on the economy. This methodology 
does not use the structure of the firm or industry to estimate the impact but attempts to 
superimpose the structure of the entire labour market onto that of every firm. It is 
impossible to extrapolate this approach to the individual circumstances of individual 
firms.  

[R6.28]   Table 1 is an estimate of the average wage increase of employing a non-
permanent staff member in a business whose proportions within the firm are exactly 
mirrored by those found in the wider economy i.e. 6.10 per cent of the firm’s workers 
are full-time non-permanent adults. This being the case, then on average these 
employees would contribute to the total weekly increase in the firm’s wages bill $1.74 
per week, as opposed to contributing $29.52 per week, which would be the legal 
requirement. 

[R6.29]   According to the ACTU’s costing each part-time employee, either permanent 
or non-permanent, would contribute $1.89 and $4.68 respectively to the overall 
increase in the wages bill, with junior workers contributing an estimated $1.88. The 
legal requirement, however, would dictate that firms increase each workers weekly 
wage by $12.30, $14.76 and $9.84 each, if they worked the equivalent number of 
hours per week. 

Average cost increase of an award employee to a non-

average firm 

• Firm’s where cost increases, on average, will be higher due to compositional 
changes not accounted for in the ACTU costing methodology 

Table 4 Costing the claim for non-average firms 

Juniors Total

Permanent Non-permanent Permanent Non-permanent
Proportion 100.0% 0.0% 0.0% 0.0% 0.0%
Weight 1.0 1.2 0.5 0.6 0.4
Increase 24.60
Weighted increase $24.60 $29.52 $12.30 $14.76 $9.84 $24.60

$24.60 $0.00 $0.00 $0.00 $0.00

Adults
Full-time Part-time
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Table 5 Costing the claim for non-average firms 

Juniors Total

Permanent Non-permanent Permanent Non-permanent
Proportion 65.0% 15.0% 10.0% 10.0% 0.0%
Weight 1.0 1.2 0.5 0.6 0.4
Increase 24.60
Weighted increase $24.60 $29.52 $12.30 $14.76 $9.84 $23.12

$15.99 $4.43 $1.23 $1.48 $0.00

Full-time Part-time
Adults

 

[R6.30]   By changing the firm’s composition of workers, the average increase in costs 
due to the award wage increase also changes. The addition to a firm’s weekly wage 
bill that only employs full-time award adults would be $24.60 per employee (see Table 
4), while the addition to a firm’s wages bill with slightly different proportions (see 
table 5) would be $23.12 per week. And these are computations that have no relevance 
to the individual employee who is receiving an increase of $24.60 per week and then 
pro rata for overtime payments and other loadings. This example indicates the 
structure of the firm and industry will determine the cost impact upon the economy. 

The use of Total AWOTE or AWTE 

• Using AWTE in the second stage of the economy-wide costings is invalid 

• It is not valid because the numerator and the denominator are different 
measures. 

• The numerator makes no allowance for on-costs or overtime while the 
denominator does, since AWTE includes overtime payments. 

• The ACTU’s costing will then underestimate the actual cost on employers even 
if aggregate data were useful. 

[R6.31]   One way to reduce the apparent cost to the economy of a wage increase is to 
simply divide the average cost increase in wages for an award employee by the largest 
possible denominator. In this case the objective is to estimate the increase in Average 
Weekly Total Earnings as a percentage of the total wages due to awarding the ACTU’s 
$24.60 claim. However, the denominator must be conceptually consistent with the 
stated objective in order to obtain a relevant and accurate estimate. If this is not the 
case, then an inaccurate estimate will inevitably follow. 
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[R6.32]   The weights used in the ACTU’s calculation do not include that of overtime 
worked by award-dependent employees. As such, the ACTU’s claim does not allow 
for the increased cost of overtime firms will have to carry. Therefore, as overtime is 
worked the cost borne by firms is unrecognised in the ACTU costings. 

[R6.33]   At the aggregate wage level, as overtime increases the AWTE measure used 
by the ACTU increases. Thus, the estimate of aggregate wages understates the cost to 
the economy of its suggested minimum wage increase. The heading “Maximum 
Addition To Average Weekly Total Earnings” is not a maximum at all. Given that 
overtime is paid above normal hourly wages, by increasing that individual’s weekly 
wage, this will translate into an increase in hourly wages. Therefore, not only has the 
cost of ordinary work hours increased but so too have overtime payments. 

[R6.34]    The additional cost of overtime must be added to the average increase in 
award wages due to the ACTU using AWTE as its chosen deflator. AWTE includes 
overtime and is representative of the aggregate increase in cost. 
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Table 6 The use of AWTE as a deflator 

Percentage of total 
workforce Weighted increase Average $ increase for 

each worker AWTE
Maximum Addition 
to Average Weekly 
Total Earnings (%)

21.00% $17.56 $3.69 $696.50 0.53%

 

[R6.35]   The failure to include overtime when calculating the average increase in a 
firm’s wages bill for award workers would be incongruous with deflating by a measure 
that includes overtime to estimate the impact of a minimum wages increase to AWTE3. 
Both the numerator and the denominator must include the same types of costs in order 
to estimate the aggregate impact of the minimum wage claim. 

[R6.36]   The average cost to the claim as calculated by the ACTU is not a total wage 
cost and therefore should not use a measure that involves the notion of total earnings. 
The resulting estimation will not be the maximum as implied by the ACTU but will 
instead be lower than that actually occurring at the aggregate level. 

[R6.37]   The ACTU uses the AWTE of the entire workforce as the basis upon which 
to calculate increases in the cost of labour. This inaccurate representation of the actual 
cost of labour has been brought to the Commission’s attention by ACCI since the 
inception of the safety net process. When the estimate for the percentage increase of 
AWTE is calculated on an economy wide basis it would suggest that all business wage 
costs increase. Notionally that is internally inconsistent with other statements made by 
the ACTU. Namely the ACTU states that the public service does not in any significant 
amount receive benefits or flow-on from the award process therefore any impact 
should not include their wages. 

ACTU Costing of Private Sector 

• The private sector costing used by the ACTU is inaccurate 

• The inaccuracies flow from the ACTU underestimating the number of workers 
affected by minimum wage increases in the private sector 

 

3 See Table 5 
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• In addition, overestimating the average pay received by all employees in the 
private sector, i.e. using both public and private wages to estimate the cost 
impact, the percentage growth rate is diminished. 

[R6.38]   The ACTU’s costing of a flat $24.60 increase in all award rates for the 
private sector is replicated below in Table 54. 

Table 7: ACTU’s costing of private sector 

Percentage of total 
workforce Weighted increase Average $ increase for 

each worker AWTE
Maximum Addition 
to Average Weekly 
Total Earnings (%)

20.00% $17.44 $3.49 $696.50 0.50%

 

[R6.39]   The first column in Table 5 is an inaccurate estimation of the proportion of 
award dependent employees within the private sector. Using the latest preliminary 
survey results from the Survey of Employee Earnings and Hours May 2002 ABS Cat. 
6305.0 (May 2002 EEH) Table 10, the proportion of employees who are award 
dependent in the private sector is 25.1 per cent (See Attachment H). 

[R6.40]   As the proportion of award dependent employees increases [column 1], 
increases in the Safety Net will translate into a larger cost impact to that industry or 
sector, in this case the private sector. And since by far the greatest part of the impact is 
occurring in this sector it provides a better estimate of the aggregate cost to the 
economy  

[R6.41]   This impact is re-estimated below using the same the methodology as the 
ACTU. 

Table 8: Private Sector Costing Using New Proportions 

Percentage of total 
workforce Weighted increase Average $ increase for 

each worker AWTE
Maximum Addition 
to Average Weekly 
Total Earnings (%)

25.10% $17.44 $4.38 $696.50 0.63%

 

4 ACTU Minimum Wage Case 2003, ACTU Composite Exhibit, 5 February 2003 TAG 4 ACTU Costings. 
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[R6.42]   By using the correct proportion of award dependent employees in the private 
sector gives the maximum addition to Average Weekly Total Earnings of 0.63 per cent 
without adjusting for other costs. 

[R6.43]   Another miscalculation is the use of AWTE for all employees, which 
includes public sector earnings as well as private sector earnings. To estimate the cost 
impact upon the private sector only, in terms of a maximum addition to Average 
Weekly Total Earnings, means that only private sector wages should be included in the 
AWTE estimate (see Table 7). 

Table 9: Private Sector Costings Using in AWTE Total 

Percentage of total 
workforce Weighted increase Average $ increase for 

each worker AWTE
Maximum Addition 
to Average Weekly 
Total Earnings (%)

25.10% $17.44 $4.38 $669.00 0.65%

 

[R6.44]   Using the trend data from the November 2002 ABS Average Weekly 
Earnings Catalogue (Cat No 6302.0) the Total Earnings figure for the private sector 
(including overtime) is $669.00. This is lower than the corresponding Total Earnings 
for all employees figure as it does not include public sector wages, which are 
irrelevant when estimating the cost to the private sector. 

[R6.45]   Using private sector Total Earnings increases the percentage cost to business 
which is now 0.65 per cent. This adds an extra 0.15 percentage points to the wage 
claim over the ACTU’s original cost estimate. 

[R6.46]   The cost to the economy as measured by the ACTU is just that: how much in 
aggregate will wages for employee increase, on average, if their claim is successful. 
From this type of measure little useful information can be distilled for wage setting 
purposes. 

Cost of the Claim to the Firm 

• The costs to a firm would not apply economy wide 

• The marginal cost of employing an extra award wage worker 

• The flow-on effects from increasing the minimum at the firm level 
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• A firm level costing would require an estimate of the amount and distribution of 
award earning and employees. 

[R6.47]   The impact of wage increases is not to be found in the aggregate economy 
but instead in the marginal economy. The marginal economy, or marginal cost, is the 
extra cost to a business of employing another award-dependent employee as well as 
the extra cost award-dependent employees already add to a firm’s wages.  

[R6.48]   The marginal cost will find no impact on a person who is unaffected by the 
Safety Net. 

[R6.49]   The stance held by the ACTU, that there are no flow-on effects as an 
appropriate theoretical abstraction to reality, essentially states that the wages of those 
on collective and individual agreements will not increase irrespective of the increases 
handed down by the Commission to those currently reliant on the award system. 

[R6.50]   The ACTU would state that it is not necessary for employers to increase non-
award wages even though award wages have increased, simply because their 
workforce already earns over the award. This view can only be maintained if the 
impact of falling wage differentials between different types of workers and the 
principle of equal pay for equal work are ignored. 

[R6.51]   To do so would simply be avoiding the reality of workplace negotiation 
processes. 

[R6.52]   Flow on effects are not captured in the ACTU maximum impact of wage 
claim estimate. 

ACCI Costing of the Claim  

[R6.53]   The methodology used by the ACTU to cost the claim results in a figure to 
be added to Average Weekly Total Earnings of 0.50 per cent (Tag 4 – page 66). The 
ACTU then attempts to say that because not all award employees get the full increase 
this figure then shrinks to 0.41 per cent. The ACTU then assumes that the award wage 
increase would not flow-on to overawards or non-award employees. 

[R6.54]   ACCI’s survey results allow us to produce the illustrative Tables below that 
show more realistically the full impact of the ACTU claim. The Tables are for the 
private sector only. We have, despite the inadequacies of doing so (again since the 
average full-time employee receives much more than $17.44), employed the ACTU’s 
process of weighting the $24.60 increase. 
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[R6.55]   The first column in the Table shows award employees as a proportion of the 
total private sector labour force. These figures are provided by the ABS5. We then 
assume that 100% of such employees receive the full safety net increase of $24.60 per 
week. Thus 100% of 25.1% is the calculation behind the 25.1% proportion of private 
sector employees receiving the increase as shown in column 3. The weighted increase 
estimated by the ACTU is shown in column 4, which is $17.44. The increase is then 
estimated based on 25.1% of employees receiving an averaged increase of $17.44 
which is $4.38 per week. The ABS estimate for Private Sector All Employee Total 
Earnings is $669.00. Thus the estimated growth in the average cost of labour, 
assuming no flow on, is $4.38 / $669.00 =) 0.65 percentage points.  

Table 10: ACCI Private Sector Costings 

 

[R6.56]   If the costings were to be restricted to just the direct impact of the claim, then 
the cost of granting $24.60 would lead to an addition to private sector earnings of 0.65 
percentage points. This is the minimal addition to costs that would occur. This is 
before any estimate of the additional costs of overtime, before any estimate of flow-on 
to non-award and over-award employees. Across the private sector the increase is not 
less than this amount. Whatever one might say about the estimate for flow-on effects, 
there should be no argument that this is a valid estimate of what needs to be estimated 
if the effect on the private sector is to be calculated. It may be noted that this estimate 
of 0.65 percentage points is consistent with the scaling up of the ACTU estimate 
where the public sector was removed. This was calculated to be 0.71 percentage 
points.  
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Proportion Proportion of Proportion of Weighted Addition Private Addition

of total Employees per Private Sector Increase to Sector All to Private

Private Category Employees Sought by Earnings Employees Sector

Sector Receiving Receiving the ACTU Growth Total Earnings

Employees Increases Directly Increases (%) (%) Earnings

(%) Through Safety Net Directly through ($) (%)

Decision Safety Net

(%) (%)

Column 1 2 3 4 5 6

Data Source or 
Calculation ABS ACCI 1*2 ACTU 3*4 ABS 5\6

Private Sector 
Award Dependent 25.10% 100.00% 25.1% $17.44 $4.38 $669.00 0.65%

5 ABS Employee Earnings and Hours Preliminary May 2002 Cat. 6305.Table 10 
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[R6.57]   ACCI evidence, however, suggests that this is an incorrect assumption to 
make. The evidence suggests that in contrast to the ACTU position, there is a very real 
flow-on effect. Flow-on of the Safety Net Adjustment will occur. It is unrealistic for 
the ACTU in developing its costing estimates to assume that a worker who through 
experience or improved productivity has earned an overaward payment would think it 
fair and acceptable that a less experienced or less productive worker should be granted 
a raise while the overaward employee is not. There would be the expectation in the 
workplace that the relativity between the two wage earners would remain. 

[R6.58]   But given that there are flow-on effects which cannot be ignored these are 
incorporated in the next table. This gives the proportion of private sector employees 
who would be given an increase in wages based on the Safety Net decision in each of 
the overaward and non-award categories. The figures for those on overawards and for 
non-ward employees are taken from this year’s ACCI survey on the effects of the 
safety net decision handed down last year. 

[R6.59]   The aim is to determine what proportion of employees in the private sector 
would receive an increase directly as a result of Safety Net Adjustments. Although 
there is some approximation in the data, since the proportion of firms is not identical 
with the proportion of employees, it is a reasonable estimate of an unknown parameter. 
The same assumption is used as last year where it was assumed that only half of both 
award and non-award employees receive the increase. 
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Table 11: ACCI Flow on Effect Costings 

 

[R6.60]   The proportion of employees who were paid the Safety Net directly is 
calculated by taking the proportion of employees on each form of payment in Column 
1 either overaward or non-award. This is calculated by using the fact the ABS collect 
data on both over-award and individual agreements, then aggregates the data on 
individual and over-award workers into an individual agreements category. Therefore 
the residual is collective agreements, which can be categorised as overaward 
employees6. Although the proportions for over-award wages cannot be disaggregated 
from within the individual registered and unregistered agreements this is an illustration 
of what actually happens at the firm level. 

[R6.61]   The calculation in Column 3 is derived by multiplying Column 1 by the 
proportion that received the Safety Net increase in Column 2 estimated from the ACCI 
survey. The assumption made in Column 2 is that 50 per cent of both overaward and 
non-award employees receive the safety net increase. 

[R6.62]   Continuing across the Table, in Column 4 we have used the ACTU weighted 
average increase in wages for award employees. We have also used these figures for 
the overaward and non-award employees. This weighted increase multiplied by the 
proportion of employees granted the increase gives us a figure for the addition to 
weekly earnings in dollar terms. This is shown in Column 5. 

 

7

Proportion Proportion of Proportion of Weighted Addition Private Addition
of total Employees per Private Sector Increase to Sector All to Private
Private Category Employees Sought by Earnings Employees Sector
Sector Receiving Receiving the ACTU Growth Total Earnings

Employees Increases Directly Increases (%) (%) Earnings
(%) Through Safety Net Directly through ($) (%)

Decision Safety Net
(%) (%)

Column 1 2 3 4 5 6
ABS ACCI 1*2*(1/2) ACTU 3*4 ABS 5*6%

Overaward 
Employees

51.00% 13.85% 7.06% $17.44 $1.23 $669.00 0.18%

Non-Award 
employees 23.90% 6.30% 1.51% $17.44 $0.26 $669.00 0.04%

Total 33.67% 0.22%

6 Overaward employees can be estimated using the following method Non-award= Collective agreements + 

(individual agreements – overaward employees), although data on the proportion of overaward employees in the 

economy is unavailable. 
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[R6.63]   Column 6 then gives the ABS data on Weekly Earnings for the Private 
Sector only. Dividing the dollar increase by the weekly earnings data gives the 
addition to wages growth in percentage terms. The data show the affect of the flow-on 
is to add 0.22 percentage points to the total. 

Table 12: ACCI Aggregate Cost to Economy 

 Proportion Proportion of Proportion of Weighted Addition Private Addition

of total Employees per Private Sector Increase to Sector All to Private

Private Category Employees Sought by Earnings Employees Sector

Sector  Receiving  Receiving the ACTU Growth Total  Earnings

Employees Increases Directly Increases (%) (%) Earnings 
(%) Through Safety Net Directly through ($) (%) 

Decision Safety Net

(%) (%)

Column 1 2 3 4 5 6 7 
Data Source or  
Calculation ABS ACCI 1*2 ACTU 3*4 ABS 5\6 
Private Sector  
Award Dependent  
Employees 

25.10% 100.00% 25.1% $17.44 $4.38 $669.00 0.65%

Overaward  
Employees 51.00% 13.85% 7.06% $17.44 $1.23 $669.00 0.18%

Non-Award  
employees 23.90% 6.30% 1.51% $17.44 $0.26 $669.00 0.04%

Total 100.00% 0.87%

 

[R6.64]   Using the correct proportions and Total Earnings figures as well as flow-on 
effects the actual cost to the private sector rises to 0.87 per cent. 

[R6.65]   Even if there is no flow-on, the correct addition to private sector costs is 0.65 
percent. Adding the effects of flow-on takes the increase to 0.87 percent. These are 
not, in spite of the repeated assertions of the ACTU, trivial increases. They add to 
costs, add to inflationary pressures and keep the economy growing more slowly than 
would otherwise be the case. 

[R6.66]   Yet having made this calculation, which is focused as it should be on the 
private sector, and which takes into account the flow-on implications of granting the 
claim, the point we would make is that this is not how this calculation should be done. 
The ACTU acts as if this is not a proper macroeconomic costing presumably because it 
does not include the public sector. Why look for the impact of the claim in areas where 
the claim has no effect and where the consequences of granting the claim on 
investment and long-term economic growth are of nil importance. The macroeconomic 
impact of the claim is centred on the effects on the private sector which only the ACCI 
calculation is able to provide. If the Commission is looking for a macroeconomic 
impact, then this is where it ought to look. 
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[R6.67]   But as has been said before, the macroeconomic effects are distant since they 
look at the aggregate cost of one estimate in relation to the aggregate cost of another. 
As a rough calculation to get some overall notion of the effect of one magnitude on 
another, it has a place. But if we are looking at the employment effects of the decision, 
it makes only limited sense to look at the effect on the addition to costs where there is 
no such addition. The effect is local and relates to the effect on an employer whose 
competitive circumstances prevent prices from rising but who is confronted by the 
need to pay an additional $24.60 per week to an employee whose productivity has not 
risen. That is the central issue of this case. It is the cost to jobs where employees at the 
margin are priced out of the jobs they have, and the effect on businesses who might 
have expanded their businesses but were prevented from doing so by the rise in their 
costs.  

[R6.68]   Ultimately, costing the claim must look at the medium to longer term effects, 
where real incomes are deeply constrained and many employees remain only 
marginally attached to the workforce. Excessive increases in the Safety Net, which are 
not just an increase in the minimum wage, harm the economy in general, and the 
economic prospects of the very people such increases were meant to assist.  
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7. UK LOW PAY COMMISSION  

Introduction  

[R7.1] The ACTU notified parties by e-mail on 21 March 2003 that it intends to 
address the 2003 report of the UK Low Pay Commission (released on 19 March 2003 
– UK time).  The ACTU indicated in this e-mail that:    

a. It intends to refer to and rely upon the material contained in the UK Low Pay 
Commission (UK-LPC) March 2003 Report and Recommendations in the 
hearing of this matter. 

b.  It intends to file and serve the material on which it relies in this regard as soon 
as possible. 

[R7.2] ACCI will respond to the ACCI material on the UK-LPC when received, and 
reserves its right, given the very tight timetable this year and the timing of the release 
of the UK-LPC report, to respond appropriately during the course of the oral hearings 
scheduled for the week commencing 31 March 2003.  

[R7.3] However, ACCI wishes in the spirit of the directions, and of the ACTU’s 
forwarding this material to us expeditiously, to raise some preliminary points 
illustrated by the UK-LPC report and the Low Pay Commission process in the UK 
since 1997.  

Australia Has The Highest Minimum Wages In The World 

[R7.4] Perhaps the foremost point from the UK-LPC inquiry and report relevant to this 
case is the context it provides to assess the assertions of the ACTU and some other 
intervenors in this matter regarding the level of minimum wages in Australia, and the 
so-called imperatives for further very substantial increases on an ongoing basis.  

[R7.5] The following table is drawn from the appendices to the recent UK-LPC report1 
(Attachment D):  

 

1 (2003) UK Low Pay Commission The National Minimum Wage: 4th Report of the Low Pay 
Commission. The Stationery Office, Norwich, [Table A5.1], p.253 
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Comparison of Level of Minimum Wagesa Across Countries, end 2002 

 In UK £, using: 

 

          In national currencyb 

Exchange 
Ratesc PPPsd 

Date of Last 
Uprating 

Australia e Aus $10.79 (431.4/week) 3.79 5.12 May 2002

Belgium € 6.71 (1163/month) 4.23 4.74 1 Feb 2002

Canadaf Can $6.90  2.81 3.67               g 

France € 6.83  4.31 4.74 1 Jul 2002

Greece € 2.79 (22.35/day) 1.76 2.47 1 Jul 2002

Ireland € 6.35  4.00 4.12 1 Oct 2002

Japanh Yen 664  3.53 2.66 2002

Netherlands € 7.11 (1231.8/month) 4.48 5.02 1 Jul 2002

New Zealand NZ $8.00  2.42 3.65 18 Mar 2002

Portugali € 2.01 (348.01/month) 1.27 1.90 1 Jan 2002

Spainj € 2.55 (442.2/month) 1.61 2.14 Dec 2001

UK £4.20  4.20 4.20 1 Oct 2002

USA $5.15  3.31 3.49 1997
 

Sources: OECD Minimum Wage Database; for exchange rates and PPPs, OECD, Main Economic 
Indicators;   British Embassies and High Commissions for dates of last uprating. 
 
Notes: 
a. In all cases, the minimum wage refers to the basic rate for adults. 
b. For countries where the minimum wage is not expressed as an hourly rate, OECD converts it to 
an hourly basis assuming a working time of 8 hours per day, 40 hours per week and 173.3 hours 
per month. 
c. Average of daily rates for September 2002. 
d. Purchasing Power Parities (PPPs) for private consumption as of September 2002. 
e. Federal minimum wage. 
f. Weighted average of provincial rates. 
g. Date of last uprating varies between province. For example the rate was last increased on        1 
November 2002 in  Saskatchewan and 1 April 1995 in Ontario. 
h. Weighted average of prefectural rates. 
i. Not including annual supplementary pay of two additional months of salary. 

 

[R7.6] In simple terms, this shows that Australia has the highest level of minimum 
wage of the industrialised/European economies which the UK-LPC has felt the UK 
may be compared to.  

[R7.7] This is reinforced by data which appeared in the UK-LPC’s earlier report into 
the creation of the minimum wage in that country:  
Earnings, Mid-1997 
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Country Minimum wage as % of Full-Time Median Earnings  
(Including Bonuses), Mid-19972 

Australia  54 
Belgium  50 
Canada  40 
France  57 
Japan  31 
Netherlands 49 
New Zealand 46 
Spain  32 
USA  38 

 

[R7.8] Australia was at that time second only to France in the ratio of minimum wages 
to median wages amongst a list of major industrialised countries.  

[R7.9] Thus, on current data the Australian minimum wage is very high in 
comparative international terms.  It is also to be recalled that the data on the PPP, and 
the minimum/median wage ratio for Australia (which we see no basis to conclude 
would now be less than 54%), apply only to the minimum award wage.  In the 
Australian context there are additional minimum wages built on above this rate which 
would constitute far higher PPPs and far higher proportions of median earnings.  As 
stated previously, Australian arbitral tribunals vary somewhere in the region of 20,000 
individual classification rates of pay as a direct result of these proceedings.   Thus, 
when the full range of minimum wages are considered in these matters is taken into 
account, Australia would clearly already have the highest level of minimum wages 
amongst our industrialised competitors.  

A Genuine Safety Net  

[R7.10] In contrast to Australia, the UK-LPC sets a single minimum wage, in a non-
adversarial manner without any nexus to an ambit wages claim.  Such an approach has 
different labour market and economic effects than the approach in Australia. 
Importantly, it also allows greater scope for minimum wage setting to properly target 
the lower paid than is accomplished in the Australian context in which wage increases 
for persons above both mean and median earnings are also being considered (e.g. 
persons earning up to and beyond $1000 per week).  It provides flexibility in wage 

 

2 (1998) UK Low Pay Commission The National Minimum Wage 
First Report Of The Low Pay Commission. The Stationery Office, Norwich,  
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setting and allows relativities to adjust in response to dynamic changes in the 
economy.  

[R7.11] The UK Minimum Wage is a statutory wage created under an Act by a 
tripartite, non-standing body convened for the purpose, when and as so often as 
required.  Variation of the rate appears to be by Government (regulation) following 
recommendations from the UK-LPC.  In contrast to Australia, it is the UK Minister 
who refers wages to the UK-LPC for consideration, not a meeting of the UK-Trade 
Union Congress determining an ambit claim.   

The Timing Of Minimum Wage Increases  

[R7.12] The evolution of the UK minimum wage has been as follows:  

Apr-1999 Oct-2001 Oct-2002 Oct-2003 Oct-2004 

£3.60 £4.10 £4.20 £4.50 £4.85 

     

[R7.13] Whilst there have been annual increases since 2001, and the Commission has 
recommended annual increases during 2003 and 2004, such an approach is not set in 
stone, and was not applied in the wake of the initial setting of the minimum wage.  

[R7.14] The UK-LPC examines the minimum wage in that country only on receipt of a 
reference from the Minister.  It is far from clear that in more constricted economic 
times, the UK government would even ask the UK-LPC to examine and report on that 
country’s minimum wage.   

A Focus On Small Business  

[R7.15] The UK-LPC is specifically targeted at smaller businesses, and the UK-LPC is 
to explicitly examine the impact of any increase on the smaller businesses that will 
disproportionately be directly affected by them:  

Our terms of reference and our research remit specifically invited us to 
examine the impact of the minimum wage on small firms. We are grateful to 
the Small Business Service for providing funding for MORI to run focus 
groups on our behalf. These consisted of representatives from small firms 
in the hospitality, retail, manufacturing and cleaning sectors paying at or 
around National Minimum Wage rates. Participants were asked about their 
knowledge of and views on the minimum wage. This is a new approach for 
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us, and one which yielded useful information and insights which have 
enriched our understanding of the issues faced by small businesses.3 

[R7.16] This stands in direct contrast with the ACTU claim in this matter, in which the 
ACTU seeks to obfuscate and disguise the impact on small businesses, including but 
not restricted to its attempts to diminish the real impact on small and medium business 
through dilution into aggregated data, and attempts to have survey information on the 
views of small business people ignored.   

Indirect Effect  

[R7.17] The UK-LPC also examines in detail the impact of increases in the minimum 
wage4 on wages of all employees, and within companies.  This includes not only 
statistical examination, but also qualitative feedback from those actually paying the 
minimum wage, such as the following:  

‘ We are not a national minimum wage paying company; we wouldn’t like 
to be seen to be led by regulation. But we are affected by large rises in the 
minimum wage, and are forced to raise our own pay when our 
competitors make adjustments to comply. Given the competition in our 
sector, there is no real scope to pass on these costs to customers.’ 5 

[R7.18] The UK-LPC report appears to contain a realistic and practical assessment of 
the indirect and flow on effects of the increase in the minimum wage to employees 
earning more than £4.20, which is not afraid to acknowledge the flow on effects all 
know actually occur in workplaces.    

[R7.19] In particular, issues such as the highly marginal application of increases to the 
public sector appear to have been better addressed than the ACTU would have the 
Commission do in this matter.    

Research 

[R7.20] The UK-LPC has a standing remit to commission and undertake research into 
the impact of its decisions, and the success of the minimum wage in furthering its 
stated aims.  Various research projects were undertaken which appear to provide the 

 

3 (2003) UK Low Pay Commission The National Minimum Wage: 4th Report of the Low Pay 
Commission. The Stationery Office, Norwich, [1.20], p.6 
4 (2003) UK Low Pay Commission The National Minimum Wage: 4th Report of the Low Pay 
Commission. The Stationery Office, Norwich, Section 2 
5 (2003) UK Low Pay Commission The National Minimum Wage: 4th Report of the Low Pay 
Commission. The Stationery Office, Norwich, p.20 
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UK-LPC with qualitatively superior information upon which to base minimum wages 
than that available in these matters, particularly through the efforts of the applicant to 
remove the views of employers from the Commission’s consideration.   

Survey Response Rates  

[R7.21] A major element of the UK-LPC’s consideration was a postal survey on the 
impact of the minimum wage, targeted to those sectors which were most likely to be 
affected (Attachment C).  As the UK-LPC stated:  

As for our previous reports, we conducted our own survey on the impact of 
the minimum wage. Again we targeted this survey on sectors that were most 
likely to be affected, i.e. hospitality, social care, manufacture of textiles, 
clothing and footwear, hairdressing, retail, childcare, security and 
cleaning. And for the first time, we included businesses from the leisure 
sector. We expected the October 2001 increase in the National Minimum 
Wage to have had an effect on these sectors and we were keen to see how 
they had coped with it. 

[R7.22] This, along with UK-LPC focus groups stands in direct contrast with the 
ongoing efforts of the ACTU to wash out, and render indivisible/indistinguishable the 
effects of safety net wage increases, and ambit wages claims in Australia, through an 
inappropriate application of aggregated data and contrived economic argument.   

[R7.23] It is also especially instructive to consider the response rate to the UK-LPC’s 
survey of employers:  

We commissioned the Sample Surveys Research Group (SSRG) to 
undertake much of the administration of the survey on our behalf. They 
selected a sample of firms in low-paying sectors from the Dun and 
Bradstreet business database and distributed postal questionnaires to 
30,000 employers, mainly small and medium sized enterprises. 
Questionnaires were posted in May 2002, seven months after the increase 
in the adult rate of the National Minimum Wage to £4.10. We received 
3,783 replies – a response rate of 13%, which is reasonable for a postal 
survey.6 

[R7.24] A response rate of 13% was found to be “reasonable” for a postal survey, and 
was found to provide the UK-LPC provide the UK-LPC with a legitimate source of 
evidence upon which to increase a minimum wage applying to 1.7m people.    

 

6 (2003) UK Low Pay Commission The National Minimum Wage: 4th Report of the Low Pay 
Commission. The Stationery Office, Norwich, p.20 Emphasis Added.  
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[R7.25] The UK-LPC has been realistic about what business surveys are all about, and 
the limitations concerned.  It has also been realistic about the response rate inherent in 
different survey methodology.  

[R7.26] The UK-LPC has not adopted a hyper-critical statistical stance in relation to 
this material which is germane to its consideration.  The UK-LPC has used, and 
conceptually engaged what the survey’s brought before it are actually saying.  This 
Commission should do the same in this matter, and should fully consider the survey 
material brought before it.  

Implementation of Increases  

[R7.27] The UK-LPC has determined that there should be a phased increase over two 
years7, which meets demands from both UK employers and employees for more even 
increases8. This is a qualitatively different approach to the recently annual ritual 
played out in the Australian proceedings.  The predictability and forecast-ability of 
wages costs provided to UK workplaces would benefit their Australian counterparts.  

[R7.28] The UK-LPC also recognises the importance of employers having appropriate 
notice of changes in minimum wage rates to, “enable them to adapt”. The 
recommendation of the UK-LPC is that:  

The adult rate of the minimum wage should be increased to £4.50 in 
October 2003. The rate should be further increased to £4.85 in October 
2004, subject to confirmation by the Commission in early 2004. (Paragraph 
6.39).9  

[R7.29] The example of the UK-LPC in providing extended notice of pending 
increases is something which could be given greater consideration in Australia.  

[R7.30] It is also interesting to note that the UK-LPC recommendations extend to the 
duty inherent on the wages regulatory system to properly inform those employers who 
will be subject to any increase that it has occurred:  

 

7 (2003) UK Low Pay Commission The National Minimum Wage: 4th Report of the Low Pay 
Commission. The Stationery Office, Norwich, [5], p.viii.  
8(2003) UK Low Pay Commission The National Minimum Wage: 4th Report of the Low Pay 
Commission. The Stationery Office, Norwich, [6], p.viii. 
9 (2003) UK Low Pay Commission The National Minimum Wage: 4th Report of the Low Pay 
Commission. The Stationery Office, Norwich, [6], xvii. 
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The Small Business Service should actively promote and disseminate 
factual information on the National Minimum Wage that is tailored to small 
firms. (Paragraph 3.18) 

The Government should continue to publicise the minimum wage both to 
businesses and to workers on an ongoing basis. Publicity should cover the 
headline rate and the Helpline, with targeted publicity tailored to different 
groups. (Paragraph 5.7) 

Organisations such as the Small Business Service (through its Business 
Link network) and sectoral trade bodies should be encouraged to continue 
to provide advice and consider further ways to promote best practice. 
(Paragraph 2.117)10  

Conclusion  

[R7.31] The UK arrangement reflects positions advanced by ACCI over some years on 
the utility a genuine single minimum wage can have in any labour market, and how 
such an approach would better reflect the essential balances between interests..  

[R7.32] The recent report of the UK-LPC is instructive on a number of issues raised in 
these proceedings, and will be further addressed in ACCI’s oral submissions as 
appropriate.    

 

10 (2003) UK Low Pay Commission The National Minimum Wage: 4th Report of the Low Pay 
Commission. The Stationery Office, Norwich, [6], xviii. 
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8.  NEEDS OF THE LOW PAID  

ACTU Witness Material  

Introduction  

[R8.1] The ACTU led evidence from ten witnesses in its initial written submission of 5 
February 2003, ostensibly to show the needs of employees on comparatively lower 
award rates of pay.  

[R8.2] ACCI presented the Commission with a detailed analysis of the ACTU witness 
materials in our written submission of 26 February 2003 (Chapter 10), including:  

a. An examination of the treatment of needs under the Workplace Relations Act 
1996.   

b. An examination of what the ACTU witness materials actually show. 

c. What the Commission can validly conclude based on the ACTU witness 
material.  

d. The nexus between needs and economic issues, which is not appropriately 
addressed by the ACTU.     

[R8.3] In analysing issues raised by ACTU material on needs ACCI has not belittled 
lower income earners, nor their personal circumstances, as suggested by the ACTU. 
Our analysis was not “nasty”, “petty”, “mean spirited”1, or “offensive”2.  

[R8.4] ACCI makes no apology however for the focus, nor for the comprehensiveness 
of the analysis in Chapter 10 of the ACCI written submission, which the ACTU 
describes as “microscopic”3.   The needs of the low paid are one amongst the major 
considerations set out in the Workplace Relations Act 1996 in these matters, and 
warrant examination with equal penetration and rigour as economic, labour market and 
cost issues.   ACCI has the right to examine any material which any party brings to 
proceedings in the detail which it warrants.   

 

1 (C2002/2281 and ors) ACTU Reply Submission, [R1.30], p.8 
2 (C2002/2281 and ors) ACTU Reply Submission, [R7.8], p.80 
3 (C2002/2281 and ors) ACTU Reply Submission, [R7.8], p.80 
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[R8.5] In considering the ACTU’s complaint on the rigour of our examination of their 
witness materials, it is also valid to compare our treatment of their witness materials 
with their consideration of our survey materials.  The ACTU has gone to the extent of 
commissioning external academic analysis of our survey material, with the express 
purpose of undermining the perspectives raised by hundreds of the employers who 
must pay any increases arising from this matter, and/or suffer indirect/secondary 
wages pressures in the wake of any decision to increase award rates.  In contrast the 
ACTU appear to expect ACCI to not examine in detail ten unrepresentative, hand 
picked examples of lower income earners.  

Only Direct Evidence  

[R8.6] The ACTU correctly states that its witness statements constitute the only direct 
evidence before the Commission of employee incomes and expenditures at award rates 
of pay4.   However, its uniqueness does not make up for its inadequacies, as outlined in 
detail by ACCI in our submissions to date. 

[R8.7] It is the paucity of information on the needs of the low paid, and the 
unreliability of the information which the ACTU has brought forward which leads 
ACCI to conclude that the Commission has been provided with an inadequate basis to 
reach meaningful, economy wide conclusions on the needs of the low paid.  

Source of Income  

[R8.8]  The ACTU notes at paragraph [R7.7] of its reply that wages are the 
predominant source of income for various of the witnesses brought forward.  However, 
this does not detract from the key points made in Chapter 10 of the ACCI submission, 
including:  

a. The award and other household income levels described by the ACTU as “low 
paid” vary markedly.  This variation inherently precludes the level of 
generalisation/commonality on the interaction of award wages and needs 
posited by the ACTU.  

b. Significant non-wage incomes, and partner/dependant incomes for many of the 
witnesses preclude viable conclusions on the needs of these employees and the 
interaction with award rates of pay.  

 

4 (C2002/2281 and ors) ACTU Reply Submission, [R7.7], p.80 
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c. Expenditures and responsibilities of the employees differed markedly:  

i) ACCI notes paragraphs [R7.11] – [R7.13] of the ACTU reply submission.   

ii) The fundamental message of the ACCI analysis of the witness material is 
that different people have different spending priorities:  

(1) Which reveal levels of expenditure discretion at odds with the level of 
financial adversity sought to be illustrated by the ACTU.  

(2) Which, when examined in detail, are at odds with the generalisations 
commended to the Commission by the ACTU.  

(3) Which may not fit within a valid conception of needs for all of the 
community.  

d. Witnesses experiencing adversity from non wage factors.   

i) On this last point, ACCI notes paragraphs [R7.9] & [R7.10] of the ACTU 
reply submission.   

ii) It is not our intention to be offensive to any party or witness in our analysis 
of an individual’s personal circumstances, rather paragraph [10.71] of our 
26 February 2003 submission5 points out that personal circumstances differ 
markedly, and include needs factors which cannot be germane to the 
Commission’s considerations, and which cannot be common or shared 
amongst the low paid.    

iii) Given the diversity in circumstances revealed in ten hand selected examples, 
how could the Commission possibly reach a material conclusion on 170,000 
times that number of people?  

[R8.9] ACCI does not dispute that the witnesses brought forward by the ACTU make 
expenditure decisions within a constrained budget.  This is the case for the vast 
majority of Australian households, including those of the small business proprietors 
whose personal budgets will get tighter as a direct result of any increase in this matter. 
The ACTU has not argued to the contrary.  

[R8.10] Spending decisions by almost all Australians, on a wide variety of incomes, 
and in award and non-award employment require prioritisation and re-prioritisation of 

 

5 (C2002/2281 and ors) ACCI Written Submission, p.10-23 
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other expenditures.  This tells us nothing about inherent or fundamental needs of the 
lower paid, nor about their capacities to meet such needs on award wage rates.   

[R8.11] The ACTU states that ACCI cannot see the woods (sic) for the trees6.  The 
point in fact is that it is the wood which must be surveyed in this case. Ten selected 
trees do not provide any reliable picture of the whole forest, and when the ten trees are 
so different from each other that generalisation is impossible – then forming a proper 
understanding of the forest is ruled even further out of the question.  

Detailed Issues  

[R8.12] The ACTU identify a number of so called factual errors with the ACCI 
analysis of the witness materials (ACTU Reply paragraph [R7.16]):  

[R8.13] Mr Crouch:  The ACTU questions ACCI’s statement that Mr Crouch spends 
$55 per week on rent, stating that the correct figure is $95 per week.  The $55 figure is 
drawn straight from the first line of Mr Crouch’s self reported budget7. 

[R8.14]  If the ACTU is correct, the following table of the ACCI submission would be 
amended:    

[10.36] 

 Low  High  
Housing $95.00 $275.00 

Housing - % Expenditure 19.0% 59.8% 

Food/Groceries $50.00 $150.00 

Food/Groceries - % Expenditure 10.9% 29.6% 
 

[R8.15] This does not however detract from the core point made by ACCI:  

[10.37]   This dispersion [of expenditure on rent and food] is inherently 
contrary to any notion of core, common need for lower wages income 
earners as would be necessary to make any judgements on the safety net 
under s.88B(2)(c) of the Workplace Relations Act 1996 based on the needs 
of the low paid.     

[R8.16] Ms Minty: The ACTU questions ACCI’s analysis of Ms Minty’s expenditure.8  
It is acknowledged that Ms Minty does provide some examples of what she may spend 

 

6 (C2002/2281 and ors) ACTU Written Response, 17 March 2003, [R7.14], p.82 
7 Witness Statement: ACTU Written Submission – Witness Statements, 5 February 2003, Tag 5 – 
Noel Crouch, [13], p.26 
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this non-budgeted money on, although for other people the products identified may be 
classified as groceries.  It is however apparent that within Ms Minty’s household 
incomes, she is able to meet day-to-day spending.  It is unclear what proportion of this 
expenditure can be linked to needs. 

[R8.17] Ms Coral: The ACTU questions ACCI’s description of Ms Coral’s family 
arrangements.9  ACCI’s description of Ms Coral’s mother as dependent was a function 
of the material provided, and may be imprecise. However the point is that she 
contributes a pension income to the household rather than a wages income.  

[R8.18]  Ms Taylor: The ACTU questions ACCI’s description of Ms Taylor’s 
financial payment arrangements.10  ACCI is not directly familiar with the Easyway 
scheme, however there are a variety of payment schemes offered by utilities which 
facilitate payment by lower income earners – particularly where cash flows may be 
deficient.   

[R8.19] In financial terms, a scheme which allows for payment in instalments is in fact 
a form of discount / facilitation financed by commercial enterprises to assist those on 
social security benefits / lower incomes.  The “time value of money” identified in 
financial theory dictates that such arrangements are in fact a cost to enterprises, and a 
subsidy of low income earners.   

[R8.20] Savings: The ACTU claims that ACCI has misrepresented the extent to which 
witnesses can save on the levels of pay brought forward by the ACTU11.   This is not 
the case. Each of the employees identified appears to have reported a capacity within 
their levels of reported income to save monies for future expenditure, or to build future 
equity to varying degrees.  The factors identified in paragraph [10.69] of the ACCI 
written submission continue to be valid.   

[R8.21] Summary: The ACTU were obviously closer to the union member witnesses 
than any respondent party could be, and may have a better understanding of exact 
individual arrangements.  However, the ACTU’s critique does not engage or attempt to 
address the fundamental points raised by ACCI in Chapter 10 of the 26 February 2003 
written submission.  

 

8 Witness Statement: ACTU Written Submission – Witness Statements, 5 February 2003,  
Tag 7 – Joanne Minty, [6], p.34 
9 Witness Statement: ACTU Written Submission – Witness Statements, 5 February 2003,  
Tag 3 – Maria Coral , [4], p.13 
10 Witness Statement: ACTU Written Submission – Witness Statements, 5 February 2003,  
Tag 4 – Doreen Taylor, [11], p.22 
11 (C2002/2281 and ors) ACTU Reply Submission, 17 March 2003, [R7.16] ,p.83 
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Conclusion  

[R8.22] The ACTU has failed to engage the essential points made by ACCI in our 
written material on needs (Chapter 10), which include:   

a. There is a marked difference variation in income amongst those the ACTU 
seeks to describe as “low paid”.12 

b. Wages are not the sole source of incomes for the households identified.13 

c. There is a diversity in the expenditures/personal spending priorities identified in 
the witness statements.14   

d. A capacity for saving is revealed by the witness statements.15  

e. The witnesses statements are contradictory on whether the ACTU’s self 
described low income earners benefited from the previous increase.16 

f. There is a wide diversity in the personal financial structuring of the witnesses 
on award rates of pay, and an apparent significant discretion and scope for 
choice in personal financial arrangements.17 

[R8.23] Within the context of our above comments, ACCI stands by the analysis of the 
ACTU witness material presented in Chapter 10 of the 26 February 2003 written 
submission, and the conclusions commended to the Commission.   

Intervening Organisations  

[R8.24] The ACTU also seeks to contrast the ACCI submissions with those of 
intervening organisations in regard to needs, and in particular with ACOSS and 
ACCER (ACTU Reply [R7.2]).  

ACOSS  

[R8.25] Income Distribution, AIRC Approach:  It is welcome that ACOSS18 
recognises that the minimum wages system is not solely responsible for providing 

 

12 (C2002/2281 and ors) ACCI Written Submission, 26 February 2003, [10.21] – [10.29] 
13 (C2002/2281 and ors) ACCI Written Submission, 26 February 2003, [10.30] – [10.32] 
14 (C2002/2281 and ors) ACCI Written Submission, 26 February 2003, [10.33] – [10.68] 
15 (C2002/2281 and ors) ACCI Written Submission, 26 February 2003, [10.69] – [10.70] 
16 (C2002/2281 and ors) ACCI Written Submission, 26 February 2003, [10.72]-[10.75] 
17 (C2002/2281 and ors) ACCI Written Submission, 26 February 2003, [10.76]-[10.83] 
18 (C2002/2281 and ors) ACOSS Submission, p.1 
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incomes to the lower paid in Australia, and that the social security system has a 
substantial role in providing incomes for some proportion of employed persons on 
comparatively lower wages incomes.  

[R8.26] However, ACOSS submit that “there is a need for substantial increases in 
minimum wages over time to stem growing wage inequality”.19  A great deal of the 
ACOSS submission is devoted to income distribution and income comparisons.  

[R8.27] This clearly stands at odds with the role of the award wage safety net under 
the Workplace Relations Act 1996, as enunciated by the Commission on various 
occasions:  

The needs of low paid award wage-earners, however, cannot be met solely 
by the Commission's establishing and maintaining a safety net of fair 
minimum wages and conditions. There are many factors apart from wages 
which determine the living standards of such employees. They include 
private circumstances, the level of assistance provided by income support 
programmes, the taxation system and other government social initiatives.20  

[R8.28] This was even more clearly stated in the Commission’s May 2001 decision:  

[125] As noted in previous decisions the statutory scheme does not give to 
the Commission a supervening social welfare responsibility either for 
incomes generally or their distribution. The scheme regulates wages and 
conditions of employment and requires the adjustment of the minimum 
wages safety net contained in awards having regard to particular 
considerations.[…]  

The information about income levels and distribution provided by the 
parties is informative of Australian living standards. However, it must be 
taken into account having regard to the limited nature of our task and 
statutory responsibilities.21 

[R8.29] Income Distribution, ACOSS Submission:  ACOSS state that wages 
dispersion is a key part of the “story” of Australian income inequality.22  This is not a 
matter before the Commission, and despite what the ACTU would contend, redressing 
inequality between income earners is not a role of the contemporary wages safety net.  
This said, ACCI suspects that neither the top end of the Australian income distribution 
(which is likely to be disproportionately reliant on investment and other non-wage 
income), nor the bottom end of the income distribution, are likely to be reliant on 

 

19 (C2002/2281 and ors) ACOSS Submission, p.1 
20 AIRC (1997) Safety Net Review Decision, April 1997 [Print P1997], Chapter 8. 
21 [Print PR002001], 2 May 2001, [125] 
22 (C2002/2281 and ors) ACOSS Submission, p.2 
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wages.  Even were income distribution germane to the variation of the safety net (and 
it is not) it would remain for ACOSS to prove the extent to which this were a function 
of wages, and of award wage arrangements.  The following ACOSS contention is not 
supported by data:  

Earnings inequality in Australia has grown over the last 25 years mainly 
due to the lowering of real wages at the bottom of the wage distribution 
scale, together with sharp increases at the top.23  

[R8.30] The ACOSS submission in so far as it relates to income distribution, and 
commends particular approaches to the Commission in regard to income distribution is 
not germane to this case.  The Commission has already determined that these matters 
are not within its safety net consideration under the statute, and on that basis it should 
not have regard to the ACOSS submission on these issues.   

[R8.31] Poverty: It is welcome that ACOSS assists these proceedings by clarifying 
that only 3.2% of wage reliant households in Australia live in poverty, and that by far 
the majority of poorer households in Australia are not primarily reliant on wages for 
their incomes24.25     

[R8.32] Minimum Wages and Jobs:  ACOSS argue there is a significant movement 
between joblessness and low paid employment26.  This echoes perspectives 
consistently advanced by ACCI over some years, the transition from unemployment 
into employment is vital, and is strongly influenced by the costs of creating new jobs.  
Increasing minimum wages excessively and with excessive regularity, makes this 
transition more difficult, and can perpetuate any precariousness of lower paid 
employment such as that highlighted by ACOSS.  

[R8.33] Final Graph:  The final graph in the ACOSS submission27 shows various 
interesting things, which provide a perspective from which the ACOSS submissions 
may be viewed:   

a. Any growing disparity between average and minimum wages is a function of 
the average accelerating upwards rather than the minimum moving down. 
ACOSS appears to misunderstand the role of award wages as a safety net under 
the Workplace Relations Act 1996, and the inevitable consequences of 

 

23 (C2002/2281 and ors) ACOSS Submission, p.2 
24 Although it is not clear what the measure of poverty was, and ACCI does not concede the veracity 
of any such research.  
25 (C2002/2281 and ors) ACOSS Submission, p.3 
26 (C2002/2281 and ors) ACOSS Submission, p.5 
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bargaining increasing wages through sharing the gains of operational 
productivity and efficiency.   

b. A safety net will inherently not match outcomes which reflect productivity and 
efficiency exchanges for additional wages remuneration.   

c. There has been an increase in real minimum wages in 1989 dollar terms since 
the introduction of the Workplace Relations Act 1996.  The safety net cases 
under this Act appear to have yielded higher real minimum wages than under 
the previous Accord.     

[R8.34] It is simply not possible under a bargaining system to viably and sustainably 
increase minimum wages so as to ensure that they do not fall behind movements in 
average wage rates.28  All such an approach could do would be to:   

a. Stifle bargaining through very real disincentives to bargain.  

b. Make the creation of new jobs harder and less commercially viable.  

c. Make the employment of some of the lower paid more precarious.  

[R8.35] Each of these outcomes would be directly at odds with the duties upon the 
Commission and upon the award safety net under the Workplace Relations Act 1996.   

ACCER 

[R8.36] It is interesting that the ACTU cites the ACCER submission with approval.   
Whilst ACCER supports the ambit claim of the ACTU in this matter, it also effectively 
argues that the ACTU’s claim to adjust all award rates of pay by this ammount 
exceeds the proper scope of the safety net under the Workplace Relations Act 1996.29   
It is far from clear that in countenancing lesser increases for those above the minimum 
wage that the ACCER is arguing that all award rates (including those of over $1,000 
per week) must increase.   At least in regard to the range of award wages which must 
increase under the safety net, ACCI and other parties could equally take some solace 
from the views of the ACCER.  

 

27 (C2002/2281 and ors) ACOSS Submission, p.12 
28 (C2002/2281 and ors) ACOSS Submission, p.1 
29  Through its focus on the lowest paid under the award system, as its “major concern” ([8], p.6), and 
support for the ACTU claim only at the federal minimum wage level.   
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[R8.37] ACCER states that:  

In general, employees in low paid classifications will only obtain higher 
rates of pay through bargaining if they are union members and – especially 
- if they are associated with more highly paid employees who are able to 
exert some industrial strength. 

[R8.38] ACCI agrees that the overwhelming majority of Australian employees no 
longer choose to join trade unions, and that the system must continue to evolve to 
properly ensure that employers and employees have the best possible opportunity to 
bargain where trade unions are not involved.   However, the ACCER’s analysis does 
not appear to take sufficient account of the extent to which employers and employees 
in workplaces have been able to use the provisions of s.170LK of the Workplace 
Relations Act 1996, and the AWA provisions to bargain.   Many employees in 
formerly lower paid classifications have enjoyed wage increases through bargaining 
under the Workplace Relations Act 1996 which would not have been available in 
previous decades.   

[R8.39] It is welcome that ACCER note that the Commission has concluded that 
wages can only meet in part the needs of the employee. They quote the 1997 decision, 
in which the majority stated: 

“...the needs of the low paid award wage-earners, however, cannot be met 
solely by the Commission’s establishing and maintaining a safety net of fair 
minimum wages and conditions. There are many factors apart from wages 
that determine the living standards of such employees. They include private 
circumstances, the level of assistance provided by income support 
programmes, the taxation system and other government social initiatives.” 
(71 IR at page 56) 

[R8.40] It is however relevant to note that the ACCER submission does not address in 
any empirical or detailed way the employment effects, nor the effects on small 
business of its proposal to increase the minimum wage. In particular, ACCER failed to 
bring forward information on the impact of a $24.60/5.7% increase in the minimum 
wage it supports on workplaces, on the economy, and on the labour market.    

[R8.41] To the extent that the Catholic social teaching quoted seeks to maximise rights 
to income through work, it must also recognise the importance of protecting capacities 
to work, and of not rendering employment more precarious.   There is a balance 
required in these matters, which the Commission must exercise each time these cases 
come before it.  Any party supporting wage increases in these matters should attempt 
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to satisfy the Commission not only in regard to needs30, but also the other major 
economic and labour market considerations31, including the impact of increases on 
business, and in particular small business.  

[R8.42] ACCI however agrees with the quote from the US Catholic Bishops32 which 
emphasises the importance of work as an expression of dignity and creativity, and that 
those who can work, should work.  Maximising employment is one of the core goals 
of ACCI  submissions in these matters, and is vital to the formulation of ACCI 
proposals for the safety net on an ongoing basis.    

Witnesses - Fallacious Comparisons  

[R8.43] At its reply paragraphs [R1.30] and [R7.1], the ACTU compares the extent of 
the ACCI submission chapters on executive salaries, and on the needs of the low paid.   

a. If the ACTU had actually engaged the ACCI material on these issues, it would 
have comprehended that there is no legitimate conceptual nexus between 
executive salaries and the needs of the low paid, and not sought to compound 
this conceptual error in its reply submission on needs.   

b. Chapters 10 and 13 of ACCI’s 26 February 2003 written submission were 
substantial responses to issues raised by the ACTU, and defy a simplistic 
numerical comparison.   They were simply as long, or as short as was warranted 
to address the issues raised.  It may not surprise the ACTU that more could 
have been said in relation to its misapprehensions on both issues.   

c. If you follow the ACTU’s logic on this issue – the commission could simply 
count the pages of each party’s submissions, add them up and declare a winner. 
However, this is clearly not a game in which numerical comparisons are used to 
evaluate sophisticated and detailed submissions. This is a very important matter 
for the constituencies of all organisations involved, and for the Australian 
economy and labour market, and submissions have been placed before the 
Commission on this basis.   

 

30 Workplace Relations Act 1996, s.88B(2)(c)  
31 e.g. Workplace Relations Act 1996, s.88B(2)(a) and (b)  
32 (C2002/2281 and ors) ACCER Submission, [7], p.5 
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Witnesses - Conclusions  

[R8.44] Tellingly, the ACTU has not responded to ACCI’s analysis on the needs of the 
low paid, save in regard to the limited points on witnesses rebutted above.   

[R8.45] ACCI reiterates the conclusions set out in Chapter 10 of the ACCI written 
submission33.  The ACTU response to the ACCI submission, and the points raised by 
the ACTU based on the submissions of other parties do nothing to detract from the 
validity of our analysis.   

[R8.46] ACCI reiterates in particular paragraphs [10.142] to [10.151] of the 26 
February 2003 written submission, and the fact that the ACTU material on needs 
provides no solid or viable foundations for any AIRC findings on this occasion.   As 
stated at paragraph [10.139]:  

ACCI has illustrated a substantial variation in the expenditures of the 
witnesses brought forward by the ACTU, in relation to a wide range of 
possible expenditures.   It is not the case that these are in any common way 
focussed on necessities, as even a cursory examination of amounts 
allocated to entertainment, or unallocated will indicate.  There is a 
variation in the needs and expenditures of the persons brought forward as 
witnesses which preclude the generalisations posited by the ACTU.   

[R8.47] The level of generalisation and extrapolation proposed by the ACTU in its 
reply paragraph [R.7.6] simply is not possible on the basis of the material provided to 
date.   

[R8.48] It is also interesting to note the comments in the introduction to the ACTU 
reply submission on its role in bringing forward needs information.  The ACTU states 
at [R1.31], that:  

In the end, no party other than the ACTU brings direct evidence of the 
needs of the low paid. The witness evidence on which the ACTU relies is 
unchallenged and that evidence confirms the need for a decent and 
significant increase in award wages. 

[R8.49] Taking the second point first – the ACTU material is not unchallenged.  The 
challenges in Chapter 10 of the ACCI written submission of 26 February 2003 remain 
on foot, and have not been rebutted by the ACTU in its reply.  They preclude the 
ACTU’s proposed conclusions on needs.    

 

33 (C2002/2281 and ors) ACCI Submission, 26 February 2003, [Chapter 10] 
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[R8.50] The first point is more interesting….  “No party other than the ACTU brings 
direct evidence of the needs of the low paid.”.  The ACTU is the applicant in this 
matter.  It is not for ACCI to satisfy the Commission in the negative on needs, nor to 
round up a collection of award wage employees and prepare budgets to rebut those 
presented by the ACTU.  This is a non-point, the ACTU as the applicant will 
inherently be the sole party seeking to satisfy the Commission on needs, and no 
conclusion on anything can be reached based on this fact.  

[R8.51] ACCI also reiterates the economic and labour market arguments related to 
needs, including that:  

a. The needs of the low paid (which are not properly illustrated by the ACTU 
material) are unrelated to the capacities of any business to afford to pay higher 
minimum wages – ACCI written submission paragraphs [10.99] to [10.103].  

b. Safety net increases have impacted on inflation / prices – ACCI written 
submission paragraphs [10.104] to [10.111].    

c. Safety net increases have impacted on employment – ACCI written submission 
paragraphs [10.112] to [10.117].    

d. Needs are only properly assessable in the capacities of the economy to pay – 
ACCI written submission paragraphs [10.118] to [10.126]. 

e. One of the premier needs of employees is a secure jobs -  ACCI written 
submission paragraphs [10.127] to [10.137].   

Small Business Employers – A Fair Go For Low Income 
Earners 

[R8.52] In November 2001, the Smith Family released a report prepared by the 
National Centre for Social and Economic Modelling (NATSEM) entitled Financial 
Disadvantage in Australia 1990-2000.   

[R8.53] The Smith Family/NATSEM report examines poverty using one available 
measure adopted by NATSEM for the analysis, and then examines the poverty 
experience of various subgroups of the community on a household basis.  Particular 
variables examined include: family arrangements, care of dependent children, source 
of income, education, gender and age.  
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[R8.54] Importantly this is a report on financial disadvantage and poverty in 
Australian society generally.  There is no particular emphasis or concentration on the 
poverty experience of persons / households reliant on wages income.  

[R8.55] Very relevantly for these proceedings however, the Smith Family/NATSEM 
report does examine the poverty experience of Australians by their source of income.34  
In doing so, it provides one of the very rare pieces of evidence of the hidden level of 
low incomes flowing to those running Australian businesses. It shows:  

a. 14.3% of households reliant on income from their “own business” – or 
approximately 1 in every 7 households running businesses, falling under the 
NATSEM poverty line.  

b. A consistent 8% - 10% of Australia’s poor being persons who rely for their 
household income on their own business.  

[R8.56] Effectively, the NATSEM research indicates that 14.3% of persons running 
businesses, and relying on income from their business to finance their household needs 
and expenditures, are in “poverty” as defined.   

Natsem Data: Estimates of poverty among individuals,  
by main income source of family, 1990 to 200035 

 1990 1995 1996 1998 2000 

Poverty rates      

Zero income 100 100 100 100 100 

Government cash benefits 23.9 24.9 24.8 25 31.1 

Other income sources 25.3 22.7 26.8 23.8 20.3 

Own business 14.7 12.9 14.6 17.4 14.3 

Wage and salary 2.9 3.4 3.2 3.5 3.2 

 

[R8.57] The proportion of those running businesses living in poverty (14.3%) is far 
higher than the proportion of those whose primary source of income is from wages and 
salary (3.2%).   It appears from this data, that a business person is four times more 
likely to be in poverty than a wage or salary earner, although both clearly less than 
those on government benefits, including the unemployed.    

 

34 (2002) Smith Family/NATSEM, Financial Disadvantage in Australia 1990-2000,Chapter 4, pp.10-11 
35 (2002) Smith Family/NATSEM, Financial Disadvantage in Australia 1990-2000, p.10, Using the 
before-housing half average income poverty line (Henderson equivalence scale). 
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[R8.58] To the extent that Australia has a working poor, it may be that very many of 
these people are those who are taking the risk of investing to create their own 
businesses, and who are taking the risk of employing others.  It should be recognised 
though, that amongst this 14.3% would be components of employers, and the self 
employed who do not currently employ.   

[R8.59] ACCI hypothesises that by far the majority of these self employed working 
poor would be running smaller businesses which, if they are employers of labour, 
would have the least financial capacities to viably apply significant increases in award 
wage rates arising from this matter.     

[R8.60] This is useful data in providing an appropriate context for these proceedings.  
A business which cannot viably provide even its owner’s household, and its owner’s 
family with an income above “poverty” levels, is scarcely likely to be able to viably 
pay each of its employees an additional $24.60 per week.     
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9. OTHER ISSUES  

War  

[R9.1] Chapter 7 of ACCI’s 26 February 2003 written submission provided the 
Commission with an analysis of the consequences for these proceedings of the major 
issue facing Australia and the world1 – geopolitical risk, and the then threat of war.  

[R9.2] In the intervening period, and in the wake of the ACTU’s 17 March 2002 reply, 
the geopolitical situation has translated into military conflict in Iraq.  Australia is now 
at war. At the time of writing this remains a highly fluid situation, and despite early 
gains by allied forces, the eventual duration, intensity and cost of military conflict 
remains uncertain, and must remain uncertain for some time to come.   

Effects to Date   

[R9.3] It should be said that there has been an elimination of one component of 
uncertainty in developments since mid March.  There is no longer any uncertainty 
about whether there will be military action in Iraq, nor whether Australia will take 
part..  

[R9.4] However, despite markets initially reacting to the elimination of uncertainty as 
to whether there will be war2,3, uncertainty as to the eventual duration, cost, and 
economic impact of war remains one of the major issues facing all world economies in 
the immediate term.  

[R9.5] Comments by former Zurich Chief Economist David Hale (Attachment E) 
underscore the importance of not judging the economic impacts of the war based on 
short run developments, be they positive or negative from an allied point of view. 
Again comments by David Hale underscore continued uncertainty, including in regard 
to when fighting may end in Iraq, and the scope and duration of occupation.   

 

1(C2002/2281 and ors) ACCI Written Submission, 26 February 2003, [Chapter 7] pp.7-1 to 7-20 
2 Australian Financial Review, (22 March 2003) Stocks Surge Again On Investor Confidence In Quick 
War” :    
3 Australian Financial Review, (22 March 2003) $US hits multi-month highs as war unfolds: 
http://afr.com/marketwrap/money/2003/03/22/FFXXJR2FKDD.html  
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[R9.6] The analysis by Nordhaus appended to ACCI’s 26 February 2003 written 
submission4 also still appears highly valid, and a signpost to the longer term cost 
uncertainty inherent in the military action now commenced.  

Submissions of Parties  

[R9.7] A number of parties like ACCI have identified geopolitical risk, and war with 
Iraq, as an important consideration germane to this matter, including for many as a 
factor creating / contributing to prevailing economic uncertainty:  

a. The Australian Industry Group.5   

b. The National Motor Industry.6  

c. Governments.7  

[R9.8] A number of these parties effectively noted the concurrence of the impact of 
war and the drought, and that there are dual pressures on the Australian economy, at a 
time in which the world economy is under pressure.  

Submissions of the ACTU  

[R9.9] ACCI pointed out in the 26 February 2003 written submission the paucity of 
information on this issue contained in the ACTU’s initial written submission.8 

[R9.10] Under the heading “Possible War With Iraq”, the ACTU does begin to address 
this very major issue in its 17 March 2003 reply submission9.  

[R9.11] However, the material submitted by the ACTU, including quotes from the 
Treasurer, RBA  Governor, and the BIS Shrapnel serve to illustrate the point being 
advanced by ACCI, this situation is creating an overarching level of uncertainty.  No 
single expert can predict the eventual economic outcome of this military conflict, and 
there are divisions between experts on what may be expected.    

 

4 Attachment I/J 
5 (C2002/2281 and ors) AIG Written Submission, Para [1.2], [3.5], [3.11], [3.29], [3.30], [3.41], [3.42], 
[3.47] Annexure E – “War with Iraq: A Spectrum of Market Risks”, National Australia Bank, 26 January 
2003 
6 (C2002/2281 and ors) National Motor Industry Written Submission, 26 February 2003, Tag 2, 
Horwath Profit Focus Industry Overview, p.1 
7 (C2002/2281 and ors) ACCI Written Submission, 26 February 2003, [7.33] – [7.40], pp.7-16 to 7-18 
8 (C2002/2281 and ors) ACCI Written Submission, 26 February 2003, [7.40] – [7.44], pp.7-18 to 7-19 
9 (C2002/2281 and ors) ACTU Reply Submission, 17 March 2003, [R5.57]-[R5.61] pp.59-61 
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[R9.12] The first level of factors is not yet clear: the duration of conflict, the cost to 
participating countries, the damage to Iraqi infrastructure, damage to Iraqi society etc.   

[R9.13] Put simply the war (let alone the peace) is not won, and the dust has not 
settled.  Without this occurring it is impossible to move towards resolving the second 
set of factors: costs of reconstruction, aid, nation building, troop repatriation, 
occupation forces etc.  Therefore, it is impossible, as the RBA Governor states to 
know the economic impact, save that there will be one to a greater or lesser extent.      

[R9.14] ACCI agrees with the ACTU, that “it is clearly very difficult to make an 
accurate assessment about how any war with Iraq may impact on the Australian 
economy”10.  This is precisely the point being made by ACCI – that hostilities have 
commenced has not redressed or reduced this fundamental uncertainty.  

Continued Uncertainty 

[R9.15] On re-examination of Chapter 7 of ACCI’s 26 February 2003 written 
submission, the analysis and conclusions remain valid.  The formal commencement of  
hostilities has not eliminated the fundamental uncertainties inherent in the Iraq 
situation, nor their scope to impact of Australia.  

[R9.16] The outcome and impact of military action remains a major issue facing 
Australia, including the Australian economy and labour market, and will remain such 
throughout the immediate and medium term.    

[R9.17] ACCI reiterates that the Commission should have regard to the still prevailing 
high levels of uncertainty, and to the still unclear, but potentially significant, impact of 
military action in Iraq (and its potentially extended aftermath) on the Australian 
economy and labour market.   

[R9.18] ACCI reiterates the importance of caution and restraint in these times, 
particularly in light of the confluence of potential negative impacts from the (now) 
war, and the domestic drought.  These remain factors strongly mitigating in favour of a 
genuinely cautious and moderate approach on this occasion.   

[R9.19] Very recent information and opinion on the economic impact of the war once 
commenced confirms the existence of differences in expert opinion, and uncertainty of 
the effect of the war on Australian and world economies.  It should be noted that even 

 

10 (C2002/2281 and ors) ACTU Reply Submission, 17 March 2003, [R5.58], p.59 
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with a relatively short and successful military campaign, expert opinion suggests that 
economic risks would extend well beyond the period of military combat.  

Drought  

[R9.20] ACCI’s 26 January 2003 written submission contained detailed information 
on the economic impact of Australia’s worst drought on record, including impacts on 
Australian competitiveness.11  ACCI concluded that:  

Overall, the impact from the drought will have long-lasting effects on the 
Australian economy and employment prospects in rural Australia, which 
will in turn impact on the rest of the Australian economy through reduced 
exports, reduced growth, increased current account deficits and increased 
unemployment.12 

[R9.21] A number of other parties have provided the Commission with information on 
this major challenge to the Australian economy, and its relevance for the consideration 
at hand in this matter, this includes:  

a. Very detailed information on the impact of the drought from the NFF13, along 
with specific proposals about how this be considered in this matter.  Crucially, 
the NFF material makes clear the complexity and difficulty of the recovery 
from drought, even when drought conditions break for many rural industries. 

b.  The Commonwealth submission identifies sustained and continuing drought as 
a substantial risk to the economic outlook, and to growth.14  The 
Commonwealth also note that “the full impact of the drought is yet to be felt, 
and even if the drought breaks this autumn as expected, the recovery will take 
time”.15 

c. Submissions emphasising uncertainty created by the drought for the economy, 
and for the printing industry in particular.16  

d. An analysis on the impact of the drought on the rural motor industry.17  

 

11 (C2002/2281 and ors) ACCI Written Submission, 26 February 2003, [Chapter 6], pp.6-1 to 6-6 
12 (C2002/2281 and ors) ACCI Written Submission, 26 February 2003, [6.18], p.6-6 
13 (C2002/2281 and ors) NFF Written Submission, 26 February 2003, passim 
14 (C2002/2281 and ors) Commonwealth Written Submission, 26 February 2003, [2.2], [2.21] & 
Section 7.  
15 (C2002/2281 and ors) Commonwealth Written Submission, 26 February 2003, [7.1], p.59   
16 (C2002/2281 and ors) PIAA Written Submission, 26 February 2003, [1], [5.4] 
17 (C2002/2281 and ors) National Motor Industry Submission, March 2003, Appendix 4.  
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e. Australian Industry Group submissions highlighting the risks to the Australian 
economy from the drought18, and in particular risks to exports19, and forecast 
growth20.  AIG identifies drought as a potential “brake” on the Australian 
manufacturing industry21.  AIG report that their survey produced in these 
proceedings shows that:  

…the drought is likely to impact to varying degrees on almost one in 
two companies (48%) in 2003. For one in three companies, the 
impact will be to lower production through weaker demand resulting 
from reduced farm incomes. An additional 12% of firms, the 
majority being food manufacturers, expect input costs to rise, while 
2% anticipate lower exports as a consequence of falling rural 
output.22 

    

The ACTU Response  

[R9.22] The ACTU reply addresses the drought, largely at [R5.62] to [R5.68].  This 
effectively amounts to a submission that:  

a. The effect of the drought is being felt now.   

b. It is likely the drought will break (and in some paragraphs, the ACTU appears 
to be submitting that the drought has broken).  

c. There will be a quick turnaround, and the negative impact of the drought will be 
short lived.    

d. A break in the drought will provide a significant boost to the economy.  

[R9.23] The ACTU states in the introduction to its reply submission that:  

R1.4 The ACTU accepts that the drought has had a negative impact on 
Australia’s economy. The impact is being felt now. If, as now seems 
increasingly likely, the drought breaks all credible economic assessments 
suggest a rapid bounce back for the economy.23 

 

18 (C2002/2281 and ors) AIG Written Submission, Para [1.2], p.1 
19 (C2002/2281 and ors) AIG Written Submission, Para [3.5], p.11 
20 (C2002/2281 and ors) AIG Written Submission, Para [3.11], p.14 
21 (C2002/2281 and ors) AIG Written Submission, Para [3.14], p.15 
22 (C2002/2281 and ors) AIG Written Submission, Para [3.16], p.15 
23 (C2002/2281 and ors) ACTU Reply Submission, 17 March 2003, [R1.4], p.2 

 
March 2003 Page R9-5 
(2003-Mar) SNR-Reply-(Ch09)-Other Issues.doc 



ACCI Reply Submission – 2003 Safety Net Review (C2002/2281 and ors) 
 
[R9.24] The ACTU appears to be excessively certain that the drought will end, and 
excessively confident that the negative effects of drought will end almost instantly.  

Principles – Economic Incapacity   

The NFF Proposal  

[R9.25] The NFF has proposed an alteration to the Principle 12 of the Commission’s 
Statement of Principles on Economic Incapacity, and that there be: an automatic 
approval system for individual enterprises located in specifically identifiable drought 
regions to be granted a 12-month delay from the payment of any wage increase 
flowing from the SNR case 2003 without the necessity of providing any evidence other 
than evidence to establish that Commonwealth Government assistance has been 
provided in accordance with the Commonwealth criteria relating to declared drought 
areas.24 

[R9.26] ACCI has, along with other respondent parties, placed considerable 
information on the impact of the drought before the Commission. In the course of 
these submissions, the Commission has been provided with information not only on 
the impact of the drought at a national level, but also information on the impact on 
rural industries, and non-rural industries beyond Australia’s metropolitan cities.  

[R9.27] ACCI has also consistently supported efforts to render the Incapacity to Pay 
Principle properly and appropriately accessible to companies suffering economic 
adversity.  ACCI believes this becomes an ever more pressing imperative as awards 
evolve towards a genuine safety net, bargaining matures, and the Commission 
continues to substantially increase the award safety net25.    

[R9.28] The NFF proposal linked as it is to circumstances in which considerable 
adversity has already been objectively established according to criteria developed by 
public policymakers, appears a valid and important contribution which these 
proceedings can make to the capacity of rural Australia to weather the drought, and the 
continuing adversity which will follow the breaking of the formal drought conditions.   
ACCI strongly supports the application by the NFF for amendment to Principle 12.  

 

24 (C2002/2281 and ors) NFF Submission, 26 February 2003, [127], p.40 
25 The case in years prior to the 2003 case.  
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Considering the ACTU’s Response  

[R9.29]  ACCI maintains by our earlier submissions, and supports those of other 
respondent parties highlighting the major continuing and widespread impact of the 
drought.  ACCI disagrees with the ACTU that proper consideration of the drought in 
this matter is an attempt to penalise anyone26; rather, environmental conditions have 
penalised rural and regional Australia, and the economy as a whole.  Parties to these 
proceedings other than the ACTU and the States/Territories are seeking to ensure the 
economy and labour market are not doubly penalised by excessive or onerous wage 
increases at this highly vulnerable and strategic time for this sector.   

[R9.30] The ACTU falls into the simplistic trap of assuming once it rains to any 
extent, the drought is broken, the grass instantly greens, crops spring up overnight, and 
the cattle magically fatten etc27.  This is highly simplistic. 

[R9.31] Equally simplistic is the entirely prospective perspective adopted by the 
ACTU in regard to this issue.   Even once recovery is underway in rural and regional 
Australia, this will not erase the impact of previous bad years, and lost incomes.   
Debts will still exist, payments will need to be made, repairs, reseeding and restocking  
will need to be funded, and reinvestment will need to be made.  The Commission and 
all parties must again guard against such simplistic assumptions.    

[R9.32] The ACTU’s paragraph R8.9 relates to matters which are not before the 
Commission, and to applications which ACCI understands have been adjourned 
indefinitely.  This is by definition a wholly irrelevant observation, and is completely 
without regard to the NFF proposal in this matter.  There is no conceptual or formal 
nexus between the NFF’s 2003 proposal and the AHA’s 2002 proposal regarding 
capacity to pay, and the ACTU does not seek to argue one. The AHA has not placed a 
separate submission before the Commission on this occasion. ACTU paragraph R8.9 
should be disregarded.  

Industry Submissions  

[R9.33] Major Australian industry bodies have made specific submissions in this 
matter based on the performance of their industries, trading and other issues facing 
their industries, and industry capacity to pay the increases sought by the ACTU.  These 

 

26 (C2002/2281 and ors) ACTU Reply Submission, 17 March 2003, [R8.5] p.91 
27 (C2002/2281 and ors) ACTU Reply Submission, 17 March 2003, [R8.7] p.92 
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provide the Commission with direct feedback on the capacities of award reliant 
industries to implement award wage increases on this occasion.   

[R9.34] However, the ACTU seeks to “belittle and diminish” the experience of the 
predominantly small business members of industry associations who will be the ones 
required to implement any pay increase arising from this matter.   The ACTU call for 
the Commission to place little or no weight on the industry submissions presented to it.  

[R9.35] This is effectively a submission that the Commission should have little regard 
to the considered views of the experienced business people in award reliant industries 
who are required to operationalise increases arising from these proceedings, year in 
and year out.   The ACTU is asking the Commission to deny itself the perspectives and 
experiences of the very people whose reactions, behaviours, and decisions are most 
directly affected by decisions in these matters.  

[R9.36] The ACTU is also effectively asking the Commission to deny itself of the very 
industry economic and forecasting information upon which Australian companies (and 
investors, and lenders) base strategic investment, finance, marketing, infrastructure 
and purchasing decisions.   

PIAA  

[R9.37] The PIAA submission reports on the results of a major survey of the printing 
and graphic arts industry that has been undertaken for 16 years.   This is an ongoing 
market / economic survey covering a major Australian industry, and is used for a 
variety of industry purposes, including but not limited to, these matters.  

[R9.38] Paragraph 5.1 of the PIAA submission summarises the clear, expert opinion of 
businesses in the graphic arts industry based on their operational and industry 
experience. It reveals the following expectations of printing industry businesses:  

a. Net balance reductions in orders, production, sales and net profits during the 
March 2003 quarter; 

b. Increased investment in plant and machinery during the next six months; 

c. Moderate net balance falls in average selling prices; 

d. Increased availability of finance; 

e. A further easing of the labour market; 

f. Reduced employment and overtime levels; 
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g. Further increases in all production cost categories - average wages, other labour 
costs, and average material costs;  

h. Declining stock levels; and 

i. Rising number of outstanding debtors. 

[R9.39] Importantly, the printing industry also reports significant indirect wages 
pressures following decisions to increase the award wage safety net.28    

[R9.40] The PIAA submission concludes that “increased costs, reduced profitability 
and poor economic outlook all mean that prospects are bleak for a large percentage of 
the printing industry…..This outlook will be further compounded if labour costs 
increase by $24,60 per week”.29    

[R9.41] The ACTU would have the Commission completely disregard the views of 
this industry, and the expert assessment of printing industry businesses of how they are 
travelling and the challenges facing them.  The ACTU would have the Commission 
completely disregard the adversity faced by this industry (both employers and 
employees).  

[R9.42] The ACTU would also have the Commission completely disregard one of the 
key sources of information upon which the industry itself, and those who finance and 
invest in the industry, base their strategic and investment decisions.  The ACTU is 
asking the Commission to increase costs in this industry based on less information 
than the industry itself uses to make strategic business decisions.  

National Motor Industry  

[R9.43] The National Motor Industry also provides the Commission with a detailed 
and significant industry submission in this matter, made on behalf of over 14,000 
employers in the industry30.  The National Motor Industry employs approximately 285, 
850 people31, which in broad terms equates to approximately 3.9% of the Australian 
labour market32.     

 

28 (C2002/2281 and ors) PIAA Submission, [4.2], p.15 
29 (C2002/2281 and ors) PIAA Submission, [5], p.16 
30 (C2002/2281 and ors) Retail Motor Industry Submission, 7 March 2003, p.1 
31 (C2002/2281 and ors) Retail Motor Industry Submission, 7 March 2003, p.4 
32 Based on 10m persons.  
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[R9.44] As the industry has established over some years, this industry is 
overwhelmingly composed of smaller businesses.33 

[R9.45] The National Motor Industry faces a wide variety of economic and operational 
challenges, including but not limited to those revealed in its survey34.   These are 
highly germane matters to the capacity of this industry to viably apply any wage 
increase arising from this matter, and to assessing the impact of increases upon 
employers in this important, largely award reliant industry.    

[R9.46] The National Motor Industries relies substantially, but not solely on a major 
survey of over 1000 of its members, undertaken by one of Australia’s leading national 
market research companies (AC Nielsen).   Appendix 3 of the National Motor 
Industry’s written submission presents over 40 pages of detailed information on the 
application of wage increases in this industry by award reliant small business 
employers.  The industry has provided significant methodological information to 
support its survey information.  

[R9.47] The National Motor Industry also provides the Commission with:  

a. Industry economic overview information, which addresses a number of pressing 
considerations, including the drought and geopolitical risk (Appendices 2 & 5).   

i) The “Horwath Motor Industry Service Profit Focus Industry Overview”; a 
detailed expert overview of motor market issues, developments and 
forecasts.  

ii) The Automotive Industry Economic Survey and the Automotive Industry 
Economic Survey: South Australia, addressing performance perceptions and 
expectations for the industry.  

This is precisely the type of commercial information which businesses in this 
industry use to make strategic, investment, purchasing, ordering and 
infrastructure decisions.  However, in the vital area of wages and of labour cost 
determination – the ACTU would have this information disregarded.  

b. Detailed information on the effect of the drought in its industry and more 
generally (Appendix 4), which is a clear exemplar of the impact of this very 
major issue for our economy.  This complements material on the drought placed 

 

33 (C2002/2281 and ors) Retail Motor Industry Submission, 7 March 2003, Section 2.1 
34 (C2002/2281 and ors) Retail Motor Industry Submission, 7 March 2003, Section 2.2 
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before the Commission by other respondent parties.  The ACTU would have the 
Commission ignore this material from a major national industry on the impact 
of the drought throughout Australia (with each State contributing information 
on the drought in its area), including in its assessment of statutory 
considerations potentially directly affected by the drought (e.g. S.88B(2)(a) and 
(b), and s.90).    

[R9.48] It is astounding that the ACTU could propose that this detailed material and 
the views of entire industries be written off in a single dismissive paragraph [R8.3].    

The ACTU Position  

[R9.49] The ACTU describe thousands of employers in the graphic arts and retail 
motor industries as essentially “unreliable”35, and “unhelpful”36 in their perspectives 
on the implementation of wage increases.   

[R9.50] Yet the ACTU in turn seeks to rely on a mere ten hand picked employees on 
something so fundamental as a demonstration of employee needs, which is mandatory 
threshold consideration for these proceedings under s.88B(2) of the Workplace 
Relations Act 1996.  The ACTU claims that the views of thousands of employers are 
not reliable, but argues its hand picked selection of a handful of witness should be 
relied upon!  

[R9.51] The ACTU also effectively seeks to have the Commission place greater 
weight on generalised, often non-quantified, opinion based submissions from non-
industrial intervening organisations (ACOSS, and the ACCER) than it does on those of 
registered organisations directly respondent to vehicle awards subject to the ACTU 
applications (VACC and PIAA).  It is very difficult to reconcile such an approach with 
the schema of the Workplace Relations Act 1996, and statutory recognition provided to 
registered organisations.    

[R9.52] Through the ACOSS submission, the ACTU would have the Commission 
ignore the submissions of employers, including smaller employers who will 
disproportionately actually implement award wage increases, and instead have regard 
to: 

 

35 (C2002/2281 and ors) ACTU Reply Submission, [R8.3], p.91 
36 (C2002/2281 and ors) ACTU Reply Submission, [R8.3], p.91 
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a. Broad statistical information on income distribution, which encompass 
employment well beyond the award system, and the coverage of this 
Commission.37 

b. Information from UNICEF on countries with economies, labour markets and 
social security arrangements markedly different from that of Australia.38 

c. Taxation and social security matters which fall beyond the coverage of the 
Workplace Relations Act 1996.   

[R9.53] ACOSS and ACCER provide their perspectives in this matter based on their 
work, and the role of their organisations.  What they do not do, in clear contrast to the 
Retail Motor Industry and the Printing Industry, is provide empirical, survey based 
information gathered from their wider membership / constituency.  It is difficult to see 
how their organisational views could inherently have more weight than those of the 
wider PIAA and the Retail Motor Industry constituency, as suggested by the ACTU.     

Industry Submissions – Consideration Under the 
Workplace Relations Act 1996  

[R9.54] The ACTU also seeks to argue that there is a fundamental statutory basis for 
the Commission to disregard materials from industry parties.39  The ACTU seeks to 
rely on the construction of s.90 and s.88B of the Workplace Relations Act 1996.  This 
would be a perverse construction of the Act.  

Section 90  

[R9.55] The ACTU misunderstands the construction and operation of s.90 of the 
Workplace Relations Act 1996, and in particular the public interest.  

[R9.56] Section 90(b) of the Act is framed with reference to the national economy, 
however it is well understood that there are both macro and micro economic 
dimensions to any national economy, and in particular to outcomes in terms of prices 
and employment.  It is also the case that negative impacts in particular major industries 
can have national level impacts, and heavily impact on macro outcomes.    

 

37 (C2002/2281 and ors) ACOSS Submission, pp.2, 3 
38 (C2002/2281 and ors) ACOSS Submission, p.4 
39 (C2002/2281 and ors) ACTU Reply Submission, [R8.1], p.91 
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[R9.57] It is also impossible to believe that a proper approach to the public interest 
could see empirical and other information from an industry dealt with as dismissively 
as proposed by the ACTU.  

a. It could not be in the public interest to ignore the impact of any decision in this 
matter in industries as major, and as award reliant, as the Motor Industry and 
the Printing  Industry, and to not consider the impact on employment in these 
industries, and on prices for cars, servicing and printing for example in varying 
the safety net.    

b. It also cannot be in the public interest to ignore this industry material given the 
linkages between the costs and availability of motor vehicles and the services of 
the motor industry, and of printed matter to other businesses. Printing and 
transport are major costs to a very wide variety of Australian enterprises. 
Increased prices in these industries could clearly flow through into generalised 
inflation, impact on capacities for investment and on capacities to employ.  

Other Provisions  

[R9.58] Section 90(a) links consideration of the public interest back to the objects of 
the Workplace Relations Act 1996.  There is even less solace for the ACTU’s macro 
only argument in these provisions.  There is a clear emphasis in the objects of the Act 
on scope for workplace determination, and the importance of micro level approaches. 
To argue that the amended Workplace Relations Act 1996 provides a basis for solely 
national level consideration of the award safety net would be fundamentally at odds 
with the core aims of the statutory scheme.  

[R9.59] The principal object of the Workplace Relations Act 1996 is to is to “provide a 
framework for cooperative workplace relations which promotes the economic 
prosperity and welfare of the people of Australia”.40  The economic prosperity of the 
people of Australia is not necessarily solely determinable at the macro level.  The 
welfare and prosperity of the people of Australia is not advanced for example by less 
competition in the motor industry, more expensive cars, more expensive car servicing, 
and more expensive printing and paper products, even if this were not illustrated 
through a macroeconomic cost analysis.  

[R9.60] Another major object of the Act is s.3(e) which emphasises “providing a 
framework of rights and responsibilities for employers and employees, and their 

 

40 Workplace Relations Act 1996, s.3  
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organisations, which supports fair and effective agreement-making and ensures that 
they abide by awards and agreements applying to them”.  This illustrates the point to 
be understood here.  The Act may lead the Commission to setting a single level of 
increase, relativities between awards (the MRA process), and a single level of the 
minimum wage.  However, the fairness of this approach, the extent to which it will not 
detract from compliance, and supports rather than hinders bargaining, will involve a 
consideration of both national and industry information where this is brought forward 
by parties.   

[R9.61] This is not to say that the Commission cannot determine a single level of 
increase for all industries, nor to call into question the setting of a single minimum 
wage across the award system. Rather, it is to understand that a proper statutory 
consideration of these settings will involve an assessment and evaluation of both micro 
and macro level information on the impact of increases.   

Section 88B 

[R9.62] The ACTU similarly misunderstands the construction and operation of 
s.88B(2) of the Workplace Relations Act 1996. Again, the consideration of the 
economy, productivity, inflation, employment etc commended in the Act could not be 
restricted to a macro economic assessment; that approach would rob this analysis of 
fundamental analytical perspectives, and would not allow the Commission to properly 
look behind macro level data.  

[R9.63] The ACTU also appear to pay insufficient regard to s.88A(c) of the Act, 
which requires that awards are suited to the efficient performance of work. It is 
difficult to conceive how this could be adjudged solely with regard to national issues.  

[R9.64] The ACTU also appear to pay insufficient regard to s.88A(d)(i) of the Act 
which requires that the Commission's functions and powers in relation to making and 
varying awards are performed and exercised in a way that encourages the making of 
agreements between employers and employees at the workplace or enterprise level.  It 
is difficult to believe that this could be consistent with a preclusion on the 
consideration of industry material as proposed by the ACTU.  
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Conclusion  

[R9.65] The ACTU contend that:   

These are national proceedings and whilst industry specific issues must be 
considered, they should not be accorded undue weight.41 

[R9.66] However, the ACTU effectively commends an approach to the Commission in 
which industry parties, and registered industry organisations would have no role in 
national matters, and in which their industry circumstances and perspectives could not 
be introduced in consideration of multi-industry award claims. “Undue weight” in the 
ACTU’s view appears to be equated with any weight at all.   

[R9.67] This would be a particularly absurd and inequitable outcome when the 
industry associations in question represent employers who are to be directly affected 
by the variations sought, in this case in the award reliant printing and motor vehicle 
industries.  

[R9.68] It is also worth noting that the ACTU itself seeks to introduce a range of 
industry information into this matter, including information on work in the 
hospitality42, and child care43 industries, and numerous references in the witness 
statements to industry considerations.  This includes in particular the material on the 
perceived intensity and difficulty of  work in particular industries and occupations.44   

The States and Territories 

[R9.69] It is also worth following the logic of the ACTU proposition contained in its 
reply paragraphs [R8.1] and [R8.2].  If these are national level issues, and the ACTU is 
correct in saying that a national level consideration is mandated, to the effective 
exclusion of sectoral and industry information, why would State or Territory 
submissions not similarly be excluded?   

[R9.70] They are also inherently not national in character, and represent a less than 
national assessment of issues in consideration in this case. If these are national level 
proceedings and s.90 and s.88B of the Act have the effect proposed by the ACTU then 
the States would need to join industry associations on the effective sidelines.   Indeed, 

 

41 (C2002/2281 and ors) ACTU Reply Submission, [R8.2], p.91 
42 (C2002/2281 and ors) ACTU Submission, 5 February 2003, Composite Exhibit, Tag 9 “Fast and 
Fastidious” Sydney Morning Herald , 7 January 2003, p.14   
43 (C2002/2281 and ors) ACTU Submission, 5 February 2003, Composite Exhibit, Tag 9 “Yuk! And 
May All Your Troubles Be Wee Ones” The Age, 14 January 2003, p.8  
44 (C2002/2281 and ors) ACTU Submission, 5 February 2003, [7.44]-[7.55] pp.115-119 
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given that State and Territory governments largely do not pay the increase determined 
in these matters, they have an even lesser standing.   

Executive Salaries  

[R9.71] ACCI stands by the material provided on executive salaries in Australia and 
their fundamental irrelevance to these proceedings45. The comprehensiveness and 
length of this material is a function of the ACTU’s continued attempts to inject debate 
on these matters into these proceedings. ACCI reserves its right to respond to whatever 
extent deemed appropriate to the ACTU’s assertions.  

[R9.72] The ACTU can scarcely properly profess any surprise that ACCI addresses 
this matter.  As pointed out in ACCI’s initial written submission46, ACTU President 
Burrow publicly launched the ACTU’s ambit $24.60 claim in this matter with direct 
reference to executive salaries.  

[R9.73] The ACTU states at paragraph [R3.30] of its reply submission that:  

The ACTU refers in its submission to a range of data regarding wages. The 
wages paid to executives are relevant because they cast light in conjunction 
with other materials, on living standards generally prevailing in the 
community. 

[R9.74] ACCI argued in detail in the February written submission why executive pay 
outcomes could not constitute, nor be relevant to living standards prevailing in the 
general community47. Given the highly marginal labour market cohort concerned 
(pointed out in length in the ACCI submission), executive salaries “cast light on living 
standards generally prevailing in the community”48 with all the additional illumination 
of a torch at lunchtime on a bright summers day.  

[R9.75] Under its own logic, the ACTU is also trying to effectively double count this 
cohort, once through aggregate measures of wages growth and then to skim off the 
cream and count that again.  How, given the ACTU’s views of the weight to be 
attached to industry information49, could such a marginal cohort of CEOs be accorded 
weight in national level assessments?  This is simply inconsistent.    

 

45 (C2002/2281 and ors) ACCI Written Submission, 26 February 2003, [Chapter 13] pp.13-1 to 13-57  
46 (C2002/2281 and ors) ACCI Written Submission, 26 February 2003, [13.4] p.13-1 
47 (C2002/2281 and ors) ACCI Written Submission, 26 February 2003, [Chapter 13] passim 
48 (C2002/2281 and ors) ACTU Reply Submission, [R3.30], p.23 
49 (C2002/2281 and ors) ACTU Reply Submission, [R8.1]-[R8.2], p.91 
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[R9.76] The ACTU further states that paragraph [R3.31]:  

The material goes to the issue of fairness of the safety net because the 
moderate nature of the ACTU claim can be judged in part by reference to 
the immoderate nature of executive remuneration. 

[R9.77] Many selective comparisons could be constructed, based on marginal cohorts 
of the labour market to advance particular propositions. For example, ACCI illustrated 
in [13.169] – [13.172]50 that were the lowest levels of certified agreement settlements 
applied to set a benchmark for award wages, much lower safety net adjustments would 
have been granted since 2000.   ACCI could just as realistically argue that the 
immoderate  nature of the ACTU’s current wages claim is judged with reference to the 
lower levels of agreement settlement.  ACTU reply paragraph [R3.31] is a non-point.  

[R9.78] Without going further into this material, in its short set of highly critical reply 
paragraphs, the ACTU completely fails to engage the core points of criticism advanced 
by ACCI in relation to executive salaries. ACCI’s fundamental points on this material 
stand un-assailed, and the Commission should take precisely the approach to this issue 
outlined in Chapter 13 of ACCI’s 26 February 2003 written submission – a position 
the Commission has largely previously adopted.    

[R9.79] It is also worth considering the validity of the ACTU’s continued raising of 
this issue in light of their approach to industry materials and survey information from 
respondent parties.  On the one hand, the ACTU seeks through a hyper-critical, 
technically statistical approach to exclude the perspectives and experiences of 
thousands of industry specific businesses throughout Australia, and to restrict the 
Commission to a macro-level only consideration.51  On the other, the ACTU demands 
consideration of a mere 100 individuals whose employment is clearly distinguishable 
from the safety net consideration at hand.  

 

50 (C2002/2281 and ors) ACCI Written Submission, 26 February 2003 
51 (C2002/2281 and ors) ACTU Reply Submission, [R8.1]-[R8.2], p.91 
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