
 Annual Wage Review 2017  

 

  1 

 

 

 
 

 

Australian Government 
 

Response to  
 

Consultation Questions  
 

12 May 2017 
 

  



 Australian Government – Consultation Questions  

 

  2 

3 The economy 

3.1 Question to the Australian Government 

The ACTU argued that the macroeconomy would benefit from the stimulatory effect of a rise in 
minimum wages via the multiplier effect, while Ai Group replied that this effect would be smaller 
than estimated by the ACTU. In addition, Treasurer Mr Scott Morrison has said that the ‘biggest 
challenge we have is to ensure what Australians are earning every week is increasing’. 

The Australian Government is invited to comment on these aspects of the submissions. 

The Treasurer’s comments were made during an interview with Haidi Lun and Rish Salamat, on  

13 March 2017. An excerpt of the comment is as follows: 

“The biggest challenge we have is to ensure that what Australians are earning every week is 

increasing. Our wage price index has been flat for some period of time now, and increasing what 

Australians earn, whether it’s wage earners or small businesses is what I think is the big challenge 

now…... you’re not going to earn more if the business isn’t open, you’re not going to earn more if the 

business isn’t earning a profit, and so the profitability of businesses, small, medium and large, is 

critical to Australians earning more, and that’s why we’re focused on that, and on investment to 

drive that profit growth.” 

The Government’s economic growth plan includes polices such as the Enterprise Tax Plan that will 

reduce company tax rates to a more competitive 25 per cent to allow businesses to grow investment 

and increase real wages for workers, the $50 billion Defence Integrated Investment Program, that 

will build new defence capabilities and ensure benefits to businesses and employees in companies 

across the country and the $75 billion in infrastructure and financing to build infrastructure across 

Australia.     
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3.2 Question to the Australian Government 

Chart 5.3 of the Statistical report shows that real unit labour costs declined by 5 percentage points 
over the year to the December quarter 2016. 

Can the Australian Government confirm whether the main reason for this was due to the large rise 
in profits accruing to firms in the resources sector, or are there other reasons? 

Real unit labour costs are affected by a number of factors, including: the wages paid to employees, 

productivity, and the prices of firms’ final output. Over the past year, the prices of firms final output 

– the GDP deflator – have grown more strongly than wages, which has lowered real unit labour costs. 

In part, this is because the GDP deflator is affected by export prices, which have risen by around 

10 per cent through the year to the December quarter 2016 due to increases in commodity prices. 

This has lowered real unit labour costs because the value of the denominator has increased. It is not 

necessarily reflective of the labour costs faced by many Australian producers. 
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3.3 Question to the Australian Government 

The Australian Government provided data and predictions of the participation rate. 

Can the Australian Government confirm whether the participation rate referred to in the relevant 
paragraph encompasses all people aged 15 years and over? 

Yes. The relevant paragraph of the Australian Government submission uses data from Australian 

Labour Force survey (ABS Cat. no. 6202.0) tables 1 and 4-11. The scope of the population for which 

estimates are made is confined to the civilian, 'usually resident' population aged 15 years and over. 
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4 Relative living standards and the needs of the low paid 

4.2 Question to the Australian Government 

The Australian Government provided a discussion and data on the effects of the tax-transfer 
system. 

Could the Australian Government comment on the submission from ACOSS concerning the change 
in the adjustment method of Family Tax Benefit (FTB) Part A and submissions concerning the 
abolition of the Schoolkids Bonus and the freezing of FTB Part A and B for 2 years from 1 July 2017?  

The change in the adjustment method of Family Tax Benefit Part A (FTB A) was made in 2009 by the 

then Labor Government. It aligned increases in FTB A with movements in the Consumer Price Index, 

so that the value of FTB A would be maintained in real terms. Increases in FTB A had previously been 

indirectly aligned to movements in Male Total Average Weekly Earnings (MTAWE).  

In 2013 (the latest internationally comparable figures) Australia spent 1.87 per cent of GDP on family 

cash benefits compared to the OECD average of 1.26 per cent.1   

The Social Services Legislation Amendment Act 2017 included a measure which maintains the current 

Family Tax Benefit (FTB) rates for two years, from 1 July 2017.  This pause applies to the maximum 

standard, base rate and approved care organisation rate of FTB Part A and the maximum rate of FTB 

Part B. This measure was passed by the Parliament in order to increase investment in the Jobs for 

Families Child Care Package, which decreases pressure on child care costs and makes childcare more 

affordable to encourage families into work or to increase hours of work.  

This measure will affect all FTB A families (around 1.5 million) and FTB B families (around 1.3 million).  

There will be no cuts to FTB as a result of this change. Many low income working families will still see 

an increase to their FTB payments as a result of the indexation of some income thresholds. 

The Schoolkids Bonus was introduced in 2011-12 as a replacement for the Education Tax Rebate. It 

commenced on 1 January 2013. The payment was made to families who received FTB Part A and 

individuals who received certain income support payments or veterans’ entitlements. From 

1 January 2015, the payment was limited to eligible families and young people with an adjusted 

taxable income of $100,000 or less. 

In 2015-16 it was $430 a year for each primary school child and $856 a year for each high school 

child, paid in two equal instalments in January and July. Around 1.1 million families have received 

around $1 billion in Schoolkids Bonus payments for the 2015-16 income year.  

The Schoolkids Bonus ended on 31 December 2016, with the proposal eventually being supported by 

Labor, with the last payment made in July 2016. 

  

                                                      

1
 Extracted by DSS from SocX database at stats.oecd.org 
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4.3 Question to the Australian Government 

Can the Australian Government conduct an assessment of the likely effect on disposable income 
on persons with low incomes in light of The Family Assistance Legislation Amendment (Jobs for 
Families Child Care Package) Act 2016? 

The Child Care Subsidy in the Jobs for Families Child Care Package will commence on 1 July 2018. 

Families earning $65,710 or less when the subsidy commences will receive a subsidy equal to 

85 per cent of the actual fee charged (up to 85 per cent of an hourly fee cap). For family incomes 

above $65,710, the subsidy adjusts from 85 per cent to 20 per cent when family income reaches 

$340,000. For families with incomes of $350,000 or more, the subsidy is zero. 

From 1 July 2018, in addition to the Child Care Subsidy, parents transitioning to work from income 

support will also receive a top up payment. Those parents will receive a subsidy equal to 95 per cent 

of the actual fee charged (up to 95 per cent of the hourly fee cap), with hours of assistance 

determined by the activity test. 

In developing the legislation for the new Child Care Subsidy, the Department of Education and 

Training has prepared a number of analyses. For example, the analysis of impact on families was 

included in the submission to the Senate Inquiry in January 2016 (page 24).  

(http://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Education_and_Employment/

jobs_for_families/Submissions). 

In light of the passage of the legislation, the Department of Education and Training is currently 

updating this analytical work based on the most recent Budget estimates.  

  

http://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Education_and_Employment/jobs_for_families/Submissions
http://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Education_and_Employment/jobs_for_families/Submissions
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4.4 Question to the Australian Government 

Using data from the Household, Income and Labour Dynamics in Australia (HILDA) survey, the 
Australian Government submitted that 57.9 per cent of low-paid workers were single without 
children.  The Australian Government also submitted that increasing the NMW and award 
minimum wages ‘may not be effective in raising the living standards of currently low-paid workers’  
and argued that ‘[t]he tax-transfer system is the primary means of redistributing income in 
Australia. It can provide better targeted and more effective assistance to maintain living standards 
… than increases in the national minimum wage and award classification wages.’ However, the 
ACTU submitted that ‘the tax and transfer system cannot be relied upon to alleviate the impact of 
small increases in the minimum wage. This is the case in the current policy environment where 
transfers are being reduced, in effect bringing more people into the low disposable income range.’  

The Australian Government is invited to comment on the following: 

a) How the changes to the tax-transfer system will affect single low-paid workers without 
children. 

Workforce participation and self-reliance are central to improving long-term wellbeing for all 

Australians. The Government is committed to making changes that will encourage and support 

greater workforce participation for those who have the capacity to work. 

The Government’s 2017-18 Budget proposes changes that will grow the economy to create more and 

better paid jobs, while also reducing cost of living pressures. Further information can be found at the 

below links:  

• Budget information relevant to employment: http://www.budget.gov.au/2017-18/filter-

results.htm?filter=Jobs;  

• An overview of the Government’s key measures: http://www.budget.gov.au/2017-

18/content/glossies/overview/html/;  

• Information on how the Government is delivering on their plan for jobs and growth: 

http://www.budget.gov.au/2017-18/content/glossies/jobs-growth/html/; and  

• Detailed information about the 2017-18 Budget:  http://www.budget.gov.au/. 

  

http://www.budget.gov.au/2017-18/filter-results.htm?filter=Jobs
http://www.budget.gov.au/2017-18/filter-results.htm?filter=Jobs
http://www.budget.gov.au/2017-18/content/glossies/overview/html/
http://www.budget.gov.au/2017-18/content/glossies/overview/html/
http://www.budget.gov.au/2017-18/content/glossies/jobs-growth/html/
http://www.budget.gov.au/
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b) Whether the relative living standards of low-paid households have been declining. 

The Australian Government provided data on the representation of low-paid employees across 

household income distribution deciles in this and past Annual Wage Review submissions. These 

analyses are summarised in the table below. 

Table: Low-paid workers across household income distribution (% of low-paid in given group) 

Year of 

Government 

submission 

Year of 

HILDA 

Data 

Employee households All households 

Lowest 20% Highest 20% Lowest 20% Highest 20% 

2009-10 2007 28.1 11.3 - - 

2010-11 2009 31.9 10.1 - - 

2011-12 2010 31.1 12.1 - - 

2012-13 2011 29.0 12.0 - - 

2013-14 2012 29.5 10.0 16.1 13.2 

2014-15 2013 31.6 11.7 16.5 14.0 

2015-16 2014 30.4 11.8 16.9 14.4 

2016-17 2015 28.4 10.7 17.9 13.6 

Source: Australian Government submissions to Annual Wage Reviews, various years. Based on HILDA data. 

Notes:  

(1) 2008 data are not included because 2009 data were available in time for the 2010-11 submission.  

(2) Prior to the 2013-14 submission, employee households were defined as those containing at least one adult employee 

(aged 21 or over). From the 2013-14 submission onwards, employee households are defined as those containing at least 

one employee aged 15 or over. 

(3) Submissions before 2013-14 do not include all households data.  
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Can the Australian Government also provide details of the changes in the tax-transfer system over 
the past 2 years that have increased the living standards of the low paid and improved their 
relative living standards?  

In addition to 4.4 (a), over the past two years the Government has made changes that are likely to 

have a positive impact. These measures include: 

• increasing the Medicare levy low income thresholds for singles, families, seniors and 

pensioners in line with movements in the consumer price index (CPI); 

• introducing the Low Income Superannuation Tax Offset so that most low income earners will 

not pay tax on their superannuation contributions. Those with an adjusted taxable income up 

to $37,000 per year will receive a refund into their superannuation account of the tax paid on 

their concessional superannuation contributions, up to a cap of $500 per year (Budget 2016-

17); and 

• extending the eligibility rules for claiming the tax offset for superannuation contributions 

partners make to their low income spouses (Budget 2016-17).  
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4.5 Questions to the Australian Government 

The Panel has previously stated that the ‘potential contribution of increases in the minimum wage 
and award classification wages is made more apparent by the focus on employee households’.  

a) The Australian Government and other interested parties are invited to comment on 
whether the employee households income distribution or the all households income 
distribution (including those that rely on government transfers) is the most relevant to 
identify and analyse the relative living standards of award-reliant workers.  

The Australian Government submission provides analysis of the distribution of low-paid employees 

across both employee households and all households based on the Household, Income and Labour 

Dynamics (HILDA) survey.  

Employee households are those with at least one person who usually works as an employee. All 

households also include jobless households and households with, for example, a small business 

owner or retiree. 

Noting that some employee households also receive government transfers, both measures are 
relevant to the Annual Wage Review.  

As per the minimum wages objective under the Fair Work Act, the Expert Panel is required to take 

into account relative living standards and the needs of the low-paid. Award-reliant workers and low-

paid workers are in employee households. It is relevant for the Expert Panel to look at their living 

standards relative to other employees. 

However, the Panel is also required to consider the need to promote social inclusion through 

increased workforce participation, in addition to the living standards of those who have a job. As 

such the Panel should also consider those who currently do not have a job, and hence the analysis on 

all households is clearly relevant. 

Examining the income distribution across all households gives a more complete picture of relative 

living standards and the overall state of affairs of low-paid employees. 
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b) The Australian Government and other interested parties are invited to comment on the 
finding from the Fair Work Commission Research Report 1/2017—Award-reliant workers in 
the household income distribution that the majority of award-reliant workers are located 
in the bottom half of the household income distribution. 

The Fair Work Commission Research Report uses the “How pay is currently set” variable in the HILDA 
survey to identify award-reliant workers.  

On page 3, the report discussed the quality of this variable in the context that respondents may not 
be able to accurately know which industrial instruments are used to set their pay.  

For example, some employees in the public sector incorrectly respond that they are award reliant. To 

address this particular concern, the Fair Work Commission research report reclassified public sector 

employees so that their pay is set by a collective (enterprise) agreement. The Australian Government 

understands no adjustments were made to employees in the private sector which could lead to an 

over-estimation of the number of employees in the private sector whose pay is set by an award. 

Further, the report’s analysis may be based on employees who are not award reliant but missing 

those who are.  

Given these constraints, the Australian Government considers the results in the Fair Work 
Commission research report should be interpreted with caution.   
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5 Social inclusion through increased workforce participation 

5.1 Question to the Australian Government 

The Australian Government submitted that ‘excessive increases in minimum wages are likely to 
have deleterious effects on employment’ and provided a discussion of some of the international 
research on minimum wages and employment. 

In the research cited, can the Australian Government provide information on what constitutes 
‘excessive’ and whether it is quantified in any way? 

The research literature on the effects of minimum wages on employment has been discussed in 

Chapter 7 of the Australian Government’s submission. In summary, there is broad agreement that 

increasing the floor on wages above a certain level reduces employment.   
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6 Encouraging collective bargaining 

6.1 Question to the Australian Government 

Can the Australian Government identify what share of the increase in award reliance arises from 
the changes to the Method of Setting Pay conceptual framework in the 2016 Survey of Employer 
Earnings and Hours? 

As noted in the Australian Government submission, the Australian Bureau of Statistics (ABS) advises 

that changes to the application of the Method of Setting Pay conceptual framework in producing the 

2016 ABS Employee Earnings and Hours (EEH) survey data contributed to the increase in the number 

of employees with pay set by Award only.   

While all data items are extensively quality assured, the full impact of the change on EEH outputs 

cannot be accurately quantified as the EEH collection is designed to measure aspects of the labour 

market at a point in time, rather than as a time series. 
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6.2 Question to all parties 

All interested parties are invited to provide more detailed consideration of the reasons for the 
increase in award reliance, including the findings from Fair Work Commission Research Report 
4/2017—Explaining recent trends in collective bargaining. 

The Department of Employment has published a paper using the Workplace Agreements Database 

(WAD) data to provide analysis of the decline in enterprise bargaining by industry, agreement size 

and union coverage. This report is available at https://www.employment.gov.au/trends-federal-

enterprise-bargaining. 

The Department’s report shows that the number of current (not expired or terminated) agreements 

in the private sector peaked in late 2010, and declined by 31 per cent between mid-2014 and mid-

2016. The decline is dominant among small agreements and across almost all industries in the private 

sector.  

The Fair Work Commission research report Explaining Recent Trends in Collective Bargaining uses 

data from the WAD and the ABS EEH survey, and concludes that the primary factor for the decline in 

enterprise bargaining is the decline in union density. The paper acknowledges that union density has 

been declining sharply since 2000, which predates the current reduction in the number of enterprise 

agreements. 

https://www.fwc.gov.au/documents/sites/wagereview2017/research/peetztrendsbargaining.pdf
https://www.employment.gov.au/trends-federal-enterprise-bargaining
https://www.employment.gov.au/trends-federal-enterprise-bargaining

