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EXECUTIVE SUMMARY 

• United Voice is a union of workers organising to win better jobs, stronger 
communities, a fairer society and a sustainable future.  Members work in industries 
where the level of the National Minimum wage is critical. 

• Over a long period, Australia’s lowest paid workers have fallen behind, and 
Australia is losing its distinctive, egalitarian, minimum wage 

• Minimum wages have failed to keep pace with incomes in the economy more 
generally. As this has happened, inequality has risen, and the incidence of low-
paid work has increased.  

• This preliminary process on a medium-term target is as a result an initiative of United 
Voice to address this trend. It would see a real and relative increase in the living 
standards of Australia’s lowest paid workers. 

• United Voice wants a medium-term target for the level of the National Minimum 
Wage that reflects the needs of low paid workers and the values of our country. 

• In this submission United Voice: 

− Proposes a medium term-target of 60% of median wages for the NMW (over 
a 4 year period). See Paragraph (121.) ff. 

− Sets out a range of arguments in favour of a target in principle and the one 
we propose in particular. See Paragraph (53.) ff. and (124.) ff. 

• An indicative calculation of the effect of our submission on the NMW (based on 
stated assumptions concerning wage growth) appears at Paragraph (123.) 
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Introduction. 

(1.) This submission to the Fair Work Commission Expert Panel (“the Panel”) Annual Wage 

Review (“the AWR”) concerning our proposal that a medium-term target be 

established for the level of the of the National Minimum Wage (“the NMW”) is made 

by United Voice.  We seek an opportunity to address the Panel in relation to this 

submission during the consultation hearings on 24 October. 

(2.) United Voice is a union of workers organising to win better jobs, stronger communities, 

a fairer society and a sustainable future. While all Australian unions have an interest in 

the minimum wages fixation, the interests of United Voice and its members are 

intimately linked to the outcomes of this process.  Our submission is directed to the 

long-term trajectory of the NMW. Put simply, and as Chart 1 below demonstrates, 

minimum wage workers have fallen behind over the last three decades.  

Figure 1. 

(3.) There is, in our submission, a clear and obvious trend. However this is a trend that has 

never been the subject of explicit decision nor an acknowledged policy, and has 

effectively continued under at least four different wage-fixing regimes.   

(4.) In this submission we propose the adoption of a medium-term (4 year) target of 60% 

of median wages for the NMW as anadditional tool to assist the Panel in the 

performance of its annual obligations. 
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Background. 

(5.) On 30 March 2016 United Voice lodged a submission in the 2015-16 Annual Wage 

Review (“AWR”) 

(6.) That submission argued that over a long period, Australia’s lowest paid workers have 

fallen behind and that minimum wages have failed to keep pace with incomes in 

the economy more generally and as a result inequality has risen, and the incidence 

of low-paid work has increased. The submission suggested that the Fair Work 

Commission Expert Panel (“the Panel”) convene in the second half of 2016 to 

consider whether it was appropriate to set a medium-term target for the level of the 

minimum wage and if so, what that target should be. 

(7.) On 10 May 2016 United Voice representatives appeared before the Panel for the 

2015-16 Annual Wage Review and made oral submissions in support of the written 

submissions. 

(8.) At that consultation United Voice indicated that we believed it would be 

appropriate for the 2016-17 Panel to be convened by the President in order to 

consider the setting of a medium term target. 

(9.) On 27 July 2016, the Panel for the 2016-17 released a Statement indicating that the 

Panel had decided to conduct a preliminary hearing into whether the Panel should 

adopt a medium-term target for the national minimum wage (“NMW”). 

(10.) The Statement contained a draft timetable relating to the hearing of this preliminary 

issue which was subject to minor alteration in a Statement released on 24 August 

2016. The Statement indicated that parties should file submissions and material in 

relation to matters to be considered at the preliminary hearing by no later than 10 

October 2016. On 19 September 2016 the Panel released a Statement containing a 

Background Paper relating to the proposal for a medium term target. 

(11.) These submissions from United Voice are in response to the request by the Panel for 

submissions in relation to the matters to be considered at the preliminary hearing and 

in respect of the questions posed in the Background Paper. 
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Summary of United Voice position. 

(12.) Set out below is a summary of the United Voice response to the questions posed by 

the Background Paper of 19 September 2016. 

1. Does the legislative framework allow the Panel to adopt a medium-term target (or 

target range) for the NMW or modern award minimum wages?   

Answer: Yes, the Panel can, as a matter of discretion, adopt a medium-term 

target. Such a target would not operate to require a particular outcome or to 

restrict the discretion of the Panel in a given year’s proceeding. 

2. Should a medium-term target be set for the NMW or both the NMW and modern 

award minimum wages?   

Answer: The target should be set for the NMW as the “floor” in the system. The 

quantum of any annual adjustment to modern award minimum wages (and the 

NMW) would remain a matter to be determined in the AWR by the Panel. 

3. What are the reasons for or against setting a medium-term target?   

Answer: See Paragraph (53.) ff. and (124.) ff.. 

4. For parties advocating a medium-term target:   

(a) what criteria should be applied in setting a medium-term target?; and   

Answer: See Paragraph (118.) ff. 

 (b)  what target (or target range) should be proposed?   

Answer: 60% of median full-time earnings by 2020 (i.e. the 2019-20 AWR). 

5. If a medium-term target is adopted, how should it be assessed or reviewed during 

 subsequent annual wage reviews?   

Answer: The target should be reviewed after four years .  Should our proposal for a 

four year period be adopted, the target should be reviewed as a preliminary 

process of the 2020-2021 AWR.  
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6. Would parties be assisted if the Panel decided on whether it ought to set a 

 medium-term target prior to initial submissions made to the Annual Wage Review 

2016–17?   

Answer: Yes. This would allow submissions to the AWR to address the target 

determined in the context of that year’s case. This approach would assist the 

Panel and the parties. 
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The interests of United Voice. 

(13.) As set out in the background section of these submissions, United Voice made 

submissions on a medium term target to the Panel during the 2015-16 review. 

(14.) The Statements released by the Panel referred to in the Background section of these 

submissions also note that the proposal for the medium term target originated with 

United Voice. The shorthand used by the Fair Work Commission is to call it “the United 

Voice proposal”. 

(15.) United Voice is a union of over 100,000 members with membership in every State and 

Territory of Australia. United Voice and its predecessor unions have been active in the 

Australian industrial landscape for over 100 years. 

(16.) The union has a varied membership across the country but has common coverage in 

industries such as cleaning, security, hospitality, early childhood education and care, 

catering and significant coverage in industries such as health, aged and disability 

care, and home care. These industries can be characterised as having a high 

incidence of “low paid” work with wages either at or close to the minimum wage or 

the award minimum, placing the workers below two-thirds of adult median wages for 

full time work.  

(17.) United Voice is a union of low-paid workers. Members’ interests are acutely affected 

by the AWR and by the trajectory of the minimum wage.  

(18.) By way of example, hospitality workers, of whom United Voice has exclusive 

coverage, are amongst the lowest paid workers in Australia, with one of the highest 

rates of award reliance in the country. The median full time weekly earnings (before 

tax) for commercial cleaners is $807, which is $345 less than average before-tax 

weekly earnings of $1,152. The figure for actual earnings is worse with an average of 

$550 per week in commercial cleaning against $950 in all industries.1 

(19.) Key United Voice industries, including hospitality, early childhood education and 

care, security, cleaning and social assistance services all have high levels of award 

																																																								
1 See the evidence of Dr Damian Oliver (tendered as Exhibit UV-28 ) and the uncontested evidence of Dr Ian 
Watson (tendered as Exhibit SDA-35) currently before the Full Bench in the Penalty rates case. See: 
https://www.fwc.gov.au/awards-and-agreements/modern-award-reviews/am2014305-penalty-rates-case   
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dependency.  Two thirds of United Voice members are female, reflecting the high 

proportion of women who are reliant on the NMW or awards for their wages.2 

(20.) In summary, United Voice has a long history of representing the industrial interests of 

low paid workers in matters before the Fair Work Commission and its predecessor 

bodies. We have many members employed in industries where workers are “low 

paid” and receive either the minimum wage or the award wage. The preliminary 

hearing of this matter arose in response to a proposal put by United Voice in the 2015-

16 AWR. 

	  

																																																								
22 ACTU Submission to the 2015-16 Annual Wage Review. 57.5% of award reliant workers are women.  
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The trajectory of the NMW. 

(21.) Australia has historically been something of an innovator and an outlier on minimum 

wages, even when measured against the rest of the developed world. Australia’s 

relatively high minimum wage and our essentially unique system of awards arbitrated 

by workplace tribunals has been a key reason why our country has had a relatively 

low inequality in earnings.  The institutional arrangements adopted at both a State 

and Federal level ensured that our labour market exhibited a (relative) 

egalitarianism.3  

(22.) Much has changed in relation to this system.  Although this trend has stabilised due to 

recent decisions of the Panel, over the medium and longer term there has been a 

steady, inexorable erosion of the relative living standards of low paid workers (see 

FIGURE 1 above and FIGURE 2).  

 

(23.) A labour market economist who examined the data on the trajectory of Australia’s 

minimum wage but was unfamiliar with Australia’s policy settings, would likely 

																																																								
3 T Lyons, The Erosion of a Distinctive System, Journal of the ICTUR, Vol. 21, No. 2, 2014 

Figure 2 
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conclude that in the early 1990s a deliberate policy decision had been made to 

reduce the relative value of our minimum wage, to have a much lower minimum 

wage “bite”.  She might further conclude and that such a policy had been re-

affirmed, or at least not been significantly adjusted, in the subsequent 25 years.  And 

yet, as we know, no such decision was ever explicitly made. (FIGURE 2 and 3.)  

(24.) If she consulted a labour lawyer in relation to the institutional and legislative 

frameworks she would see frequent change. However,  on close examination she 

would be advised that there had been a relatively modest sequence of alterations of 

the basically similar set of considerations the different independent arbitrators of 

minimum wages have been required to consider. 

(25.) And if these two experts consulted a macro-economist, they would discover that this 

trend had persisted regardless of broader economic conditions: starting in a severe 

recession and high unemployment, but continuing through a long period of strong 

economic growth and low unemployment, the GFC, and a period of below-trend 

GDP growth.  And they would see that as the minimum wage bite has fallen, 

Australia has seen a rise in inequality and a growth in the incidence of low-pay.  

(FIGURE 4). 

Figure 3 
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(26.) And if this group then consulted a comparative international scholar, they would 

discover that Australia’s minimum wage bite is rapidly converging with other many 

OECD nations who had traditionally had a much lower bite.  That is, the country is 

losing its distinctive system. (FIGURE 5)  

 

Figure 4 

Figure 5 
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(27.) In our submission, while the gap between minimum and average wages continues its 

growth trend (noting the modest reversal in the few years), then earnings inequality 

and prevalence of low pay are also likely to continue to rise. If this occurs, Australia will 

increasingly come to resemble other OECD countries with less egalitarian income 

distributions. 

(28.) A medium-term target is a concrete and appropriate response to this trend for the 

Panel to adopt. 
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The Panel’s Power to Adopt a Medium Term Target. 

(29.) The Background Paper requested that parties address the following question. 

Taking into consideration the powers of the Panel to set national minimum wages 
and modern award minimum wages under s.285(2) and the minimum wages 
and modern award objectives set out in sus 284 and 134 of the Fair Work Act 
2009, does the legislative framework allow the Panel to adopt a medium-term 
target (or target range) for the NMW or modern award minimum wages? 

(30.) We submit that the Panel can, as a matter of discretion, adopt a medium-term 

target. Such a target would not operate to require a particular outcome or to restrict 

the discretion of the Panel in a given year’s proceeding. Regardless of a target, the 

precise pace of progress towards it may differ depending on circumstances each 

year as the Panel balances the various matters it is required to consider. 

(31.) A medium-term target would not operate to bind the hands of future Panels. Rather, 

it would be an additional analytical tool to guide the Panel in the performance of its 

annual obligation to conduct a review. Consistent with the role of the NMW as the 

floor in the system, a target would play an appropriate role in anchoring expectations 

and direction. In our submission this is analogous to the use as an aid to decision 

making of time series data, the outcomes from the Commission’s multi-year research 

program, and the Panel’s approach to its task making as set out in annual decisions.   

(32.) We submit that a target that operates in this manner is consistent with the Panel’s 

annual obligation to conduct a review. 

(33.) We also submit that the Panel’s previous approach in providing for the phasing via 

“instalments” of monetary amounts in respect of changes to casual loadings supports 

our submission that a target is allowable (see paragraph (40.) below).  

(34.) The Panel has adopted, consistent with its wide procedural discretion, a 

commendably comprehensive approach to its annual task, taking steps to ensure 

decision making is informed by relevant data, original research and other scholarship 

and the views of the parties thereon.  The use of the medium-term target is consistent 

with this approach and within the Panel’s powers (see also paragraph (55.) ff). 

(35.) While each year’s review “stands alone” it is conducted in a context: a complex set 

of considerations is incorporated and a range of analytical tools is useful. In our 
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submission, a medium-term target is one more useful tool to assist the Panel to 

perform its role. 

The statutory framework and the Panel’s role & approach. 

(36.) The Act requires the Panel to conduct a review of the NMW and of minimum wages 

in modern awards in each financial year. The Panel is required to make a NMW order 

and may alter modern award minimum wages.4 

(37.) Both the modern award objective and the minimum wage objective are relevant to 

the Panel’s task.5 The Panel is required to establish and maintain a safety net of fair 

minimum wages, taking into account a range of social, economic and industrial 

considerations. Amongst the most important considerations are the relative living 

standards and the needs of the low-paid. Inequality and the object of supporting 

social inclusion are also central.6 

(38.) The Panel has noted, repeatedly that its role necessarily involves balancing a range 

of considerations: 

“The wide range of data and information before the Panel and the often 
complex interaction between these factors mean that a comparison between 
reviews will rarely be straightforward.”7 

“There is often a degree of tension between the economic, social and other 
considerations which the Panel must take into account.”8 

The wide range of data and information before the Panel and the often 
complex interaction between these factors mean that a comparison between 
AWRs will rarely be straightforward. There is no formulaic relationship between 
changes in particular indicators or factors over time and the outcome of AWRs. 
While the Panel seeks to explain its view of the circumstances (including forecasts 
or projections) prevailing in each AWR in comparison with previous years, it is not 
feasible to quantify the weight given to particular factors in balancing the various 
considerations prescribed by the Act. This also explains why proposals premised 
on a fixed relationship between the rate of inflation and minimum wages 
directed towards real wage maintenance are not consistent with the statutory 
framework.9 

(39.) The Panel has expressed the view that its task is to resist a “mechanistic approach” or 

a “formulaic relationship” between data and the final decisions.10 

																																																								
4 Fair Work Act Section 285.. 
5 Fair Work Act Sections 134 and 284. 
6 See [2016] FWCFB 3500 at Paras [62]-[74] 
7 See [2015] FWCFB 3500 at Para [12]. 
8 See [2014] FWCFB 3500 at Para [6]. 
9 See [2016] FWCFB 3500 at Para [32] and closely similar text at [2015] FWCFB 3500 at Para [15]. 
10 See [2015] FWCFB 3500 at Para [10] and [12]. 
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Previous decisions of the Panel. 

(40.) We note that the Panel has utilised a process analogous to the target we propose in 

previous proceedings.  

(41.) In the 2009–10 Review decision, the Panel dealt with casual loading for 

award/agreement free employees. This had been set at 20 per cent having been 

derived from the default casual loading of the Workplace Relations Act 1996. The 

ACTU sought to have this increased to 25 per cent in line with the modern awards. 

This was opposed by Ai Group, ACCI, ABI, Business SA and CCIWA.  In the alternative, 

Ai Group proposed an increase of no more than 21 per cent to reflect the phasing in 

arrangements in the modern awards.  Ai Group submitted: 

“If Ai Group’s primary submission is not accepted, and FWA is of the view that a 
25% loading should be implemented, Ai Group proposes that the casual loading 
be increased to 21% this year, with a further 1% increase implemented in each 
subsequent year (if the prevailing circumstances warrant it) until 25% is 
reached.”11 

(42.) The Panel concluded that: 

“In our view the casual loading for award/agreement free employees should be 
brought into line with the standard casual loading in modern awards.  It would 
not be appropriate to increase the loading to 25 per cent in this review.  We 
propose to adopt the suggestion that the loading be increased in instalments 
consistent with the transitional arrangements in modern awards.  We shall set the 
casual loading for award/agreement free employees at 21 per cent.”12  

(43.) Consequently, the Panel increased the casual loading for award/agreement free 

employees to 22 per cent in the 2010-11 Review decision. In doing so, it noted that 

the previous AWR decision “expressed the view” that the loading should be a 

standard 25 per cent and considered parties’ submissions on the increase:  

“In the Annual Wage Review 2009–10 decision the Panel expressed the view that 
the casual loading for award/agreement free employees should be the same as 
the standard casual loading in modern awards—25 per cent. At that time the 
transitional default casual loading for award/agreement free employees was 20 
per cent. The Panel decided to increase the amount in instalments, consistent 
with the transitional arrangements in modern awards, and set the loading at 21 
per cent. There were few submissions but a general acceptance that, consistent 
with the approach adopted in last year’s review, a loading of 22 per cent might 
be adopted. CCIWA, however, opposed any increase on the grounds of cost 
and employment effects.”13 

																																																								
11 Annual Wage Review 2009–10 [2010] FWAFB 4000 at para 401. 
12 Ibid, at para 403. 
13 Annual Wage Review 2010–11 [2011] FWCFB 3400 at para 380. 
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(44.) Subsequent increases occurred in the 2011-1214, 2012-1315 and 2013-1416 Reviews.  In 

each AWR, parties made submissions to increase the casual loading by one per cent 

and the Panel considered and awarded the one per cent increase.   

(45.) In the 2014–15 Review decision, the Panel noted that the Business Equipment award 

2010 had a casual loading of 20 per cent which differed from the standard casual 

award loading of 25 per cent.17  Submissions and consultation regarding this formed 

part of the 2015–16 Review. The Panel concluded this was an oversight in the award 

modernisation process and was inconsistent with the approach adopted by the Full 

Bench at the time.18  

(46.) The ACTU and Ai Group jointly proposed a phased approach to increasing the 

casual loading in the Business Equipment award 2010 similar to the approach taken in 

the 2009–10 Review decision to increasing the casual loading for award/agreement 

free employees. Ai Group proposed increments of one per cent for five years.  

(47.) The Panel agreed with this approach and increased the casual loading of the 

Business Equipment award 2010 to 21%. In doing so however, the Panel made an 

important distinction and emphasised that the increase was for “in this review” but 

that it would “expect” that future AWRS will increase the casual loading until it 

reaches the standard 25 per cent:  

“We propose to adopt the suggestion advanced in the joint Ai Group/ACTU 
submission. In this Review, we will increase the casual loading in the Business 
Equipment award to 21 per cent. As a general proposition, we would expect 
that the casual loading in this award will be increased by 1 per cent in 
subsequent AWRs, until it reaches 25 per cent, in accordance with the phasing 
schedule proposed by Ai Group.”19 [Emphasis added] 

	  

																																																								
14 Annual Wage Review 2011–12 [2012] FWAFB 5000 at paras 306-308. 
15 Annual Wage Review 2012–13 [2013] FWCFB 4000 at paras 584-586. 
16 Annual Wage Review 2013–14 [2014] FWCFB 4000 at paras 602-606. 
17 Annual Wage Review 2014–15 [2015] FWCFB 3500 at para 560.   
18 Annual Wage Review 2015–16 [2016] FWC 5023 at para 633. 
19 Ibid, at para 640. 
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Should a medium term target be set? 

(48.) The Background Paper requested that parties address the following question. 

Should a medium-term target be set for the NMW or both the NMW and modern award 
minimum wages? 

(49.) On the grounds set out in this submission, United Voice submits that a medium-term 

target should be set for the NMW as the “floor” in the system.  

(50.) The NMW is a discrete instrument that is compatible with a target. The additional 

complexity associated with applying a target to the broader range of modern 

award minimum wages mitigates against its use. This is particularly true in the initial or 

introduction phase of a target. We also note that while the Act requires the Panel to 

issue a NMW Order, its power to adjust broader rates is explicitly discretionary.20 

(51.) Accordingly, in respect of modern award minimum wages more generally, we 

submit that no target should be set at this stage. The quantum and manner of 

calculation (for example flat dollars, percentage or hybrid) of any annual adjustment 

to broader modern award minimum wages (and the NMW) would remain a matter 

to be determined in the annual case.  

(52.) This approach would allow the medium-term target to operate on the appropriate 

instrument (the NMW) while ensuring that the full range of relevant factors are 

considered prior to annual adjustment.  

  

																																																								
20 Fair Work Act Section 285(2)(b)& (c). 
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Considerations supporting a target. 

(53.) The  Background Paper Requested that parties address the following question. 

What are the reasons for or against setting a medium-term target? 

(54.) We submit that the following matters support adoption of a target. 

The obligation balance a variety of considerations. 

(55.) A medium-term target would assist the Panel to balance the various considerations it 

is required to take account of. 

(56.) The Act requires the Panel to conduct a review of the NMW and of minimum wages 

in modern awards in each financial year. The Panel is required to make a NMW order 

and may alter modern award minimum wages.21 

(57.) In performing its functions, the Panel is required to balance a series of considerations 

set out in the minimum wages objective and the modern awards objective.22 

(58.) In discharging those functions, we submit that the Panel should give consideration to 

the full range of analytical approaches that are consistent with its obligations and 

which may assist it in balancing the various matters it is required to consider.  

(59.) In our submission, a medium-term target for the NMW is such an approach. We 

submit that an approach of a trend target with annual flexibility is consistent with the 

Panel’s obligations in that it would provide a strong analytical framework to assist the 

Panel in the performance of its annual obligations. In this sense it cannot be 

intellectually distinguished from views the Panel has necessarily had to form in relation 

to the reliability, probative value and function of various indicators or measures of 

wages, prices, employment, poverty and other matters – views which contribute to 

decision making on a multi-year basis.  The Panel’s research program on the labour 

market and its consideration of developments in academic work concerning the 

effects of minimum wages are also, in effect, multi-year contributions to this 

framework. 

(60.) In simple terms, we propose a process to determine if the analytical framework the 

Panel uses to meet its obligations should include a new tool.  

																																																								
21	Fair	Work	Act	2009	(Cth),	s.285.	
22	Ibid,	ss.284	and	134.	
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Enhancing “certainty and predictability”. 

(61.) The Parliamentary documents support this approach. Both the Second Reading 

Speech and the Explanatory Memorandum discuss the fixed obligation for an annual 

review (and the July 1 date in particular) as being designed to provide “certainty 

and predictability” to employers and workers. 23  A medium-term target could 

contribute to that approach.  

Target is consistent with a non-mechanistic approach. 

(62.) The Panel has expressed the view that its task(s) resist distillation to a “mechanistic 

approach” such as wage indexation and the there is no “formulaic relationship” or 

“fixed relationship” between data the Panel considers and outcomes.24 We submit 

that our approach – which would involve the retention of flexible annual decision 

making but anchored by an adjustable and periodically reviewed medium-term 

target - is consistent with the Panel’s expressed views.   

 

Long-term trend suggests “defacto target” 

(63.) As noted at paragraphs (21.)ff, there has been a multi-decade trend of reduction in 

the relative value of minimum wages, a trend that has persisted over four different 

wage-fixing frameworks.  No individual decision has ever been made and 

communicated that there was to be a very large (and consistent) long-term change 

in our minimum wage bite. Yet that is what has occurred – changing the distinctive 

nature of Australia’s minimum wage system.  

(64.) In our submission, the trend we have must be acknowledged and debated before 

the Panel. Fairness, certainty and predictability all warrant proper consider of the 

indicative future direction of the NMW.   

International trends on low pay 

(65.) As set out in United Voice’s submissions to the 2015-16 AWR, and as acknowledged in 

the Fair Work Commission’s paper, one of the arguments in favour of setting a 

medium term target for the NMW is based on international trends, particularly those in 

the United Kingdom. 
																																																								
23 Cth. Parliamentary Debates. House of Representatives. 25 November 2008. See Hansard, House of 
Representatives, 25 November 2008 at page 11191 and Explanatory Memorandum to Fair Work Bill 2008 at pages 
xxx and 181. 
24 See [2015] FWCFB 3500 at Para [10] and [12] 
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(66.) We note some examples of such developments below, by way of illustration. 

Notwithstanding different economic circumstances and regulatory regimes, 

international developments and advances in scholarship that are likely to assist the 

Panel in performing its functions should be properly considered. 

(67.) Given the lingering effects of the global recession in many economies, there is 

growing political interest in, and a renewed focus on scholarship about, minimum 

wages. Declining minimum wages have been identified as a cause of rising 

inequality, poverty, stagnant wages and weak economic growth.  There is a growing 

body of work suggesting the adoption of targets in relation to the “bite” or at the very 

least a focus on that measure as an important public policy consideration (see 

paragraph (21.) ff above for a consideration of the “bite” in the Australian context). 

As an example, in a paper on poverty alleviation and minimum wages that supports 

benchmarks, Professor Dube says: 

“Low minimum wages are also problematic when they deviate too far from the 
median wage because they are a reflection of the bottom of the wage 
distribution falling behind the rest of the distribution. For this reason, economists 
often consider the ratio of the minimum to the average or median wage, also 
known as the Kaitz index.”25 

United Kingdom 

(68.) A National Living Wage (“NLW” as distinct from the National Minimum wage) was 

introduced in the UK for workers over 25 in April 2016. The UK’s NLW is subject to a 

target of 60% of median earnings to be achieved by 2020, subject to sustained 

economic growth. The UK NLW is presently 55% of median earnings.  

(69.) The introduction of the NLW and a medium term target was the subject of much 

academic discussion in the UK so these submissions will go to some detail about the 

discussion of that target and how it was arrived at. 

(70.)  The UK’s medium-term target operates as follows: 

• The Low Wage Commission (‘LWC’) recommends each year’s NLW rate and 

provides an update on the implied 2020 level, including uncertainties around the 

level in light of economic trends. These include factual analysis of the impact of 

that rate (bite, coverage); interpretative evaluation in view of past increases (job 

losses) and wider economic conditions (growth, employment growth, wage 

																																																								
25 Arindrajit Dube, Designing Thoughtful Minimum Wage Policy, Brookings, 2014. 
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growth, other business costs, sectoral impacts); and implications of the rate for 

future increases and assessment of conditions.26 

• The 2020 target is flexible. The path to the target does not follow fixed cash or 

percentage increments.  

• In the absence of economic shocks or strong evidence, the LPC has said the 

default is likely to be a straight line trajectory to 60%.27 

(71.) The UK Low Pay Commission (“LPC”) is an advisory non-departmental public body of 

the Department for Business, Innovation and Skills (BIS). It comprises nine 

Commissioners; three independents, three with employer experience and three with 

union experience.  The LPC was confirmed in legislation by the National Minimum 

Wage Act 1998, but unlike the Fair Work Commission’s Expert Panel for annual wage 

reviews in Australia, the LPC has no specific aim or objective under the relevant 

legislation. Rather, it is given a specific remit by Government each year. 

(72.) The expansion of the LPC’s remit to include consideration of the overall direction of 

the NLW, beyond the annual cycle, first appeared in the remit set for the LPC by BIS in 

June 2014. This included the direction to: 

“‘review the conditions that need to be in place to allow the value of the 
minimum wage to increase in real terms. This would include an update on your 
advice on the future path of the NMW. In making recommendations in the areas 
set out above, the LPC is asked to take account of the state of the economy, 
employment and unemployment levels, and relevant policy changes.28 

(73.) The move to a medium term target with a higher minimum wage was announced by 

the then Chancellor of the Exchequer, George Osborne, in his budget speech as set 

out below: 

Mr Deputy Speaker, let me turn to the final measure of this Budget which speaks 
to the values of this Government. We have been clear that we want Britain to 
move from a low wage, high tax, high welfare economy, to a higher wage, 
lower tax, lower welfare society. I have set out my plans to move us to lower 
welfare and lower taxes. That leaves us the challenge of higher wages. It can’t 
be right that we go on asking taxpayers to subsidise, through the tax credit 
system, the businesses who pay the lowest wages. That subsidised low pay 
contributes to our productivity problem. The government is against unfair 

																																																								
26 Low Pay Commission (2016) National Minimum Wage: Low Pay Commission report 2016, 
The Stationery Office, p xviii.  
27 Ibid, pxx. 
28 Copy can be found at 
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/321065/letter-to-chair-low-pay-
commission.pdf  
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subsidies wherever we find them. In the last five years we’ve taken the tough 
choices to drive down our borrowing, make our business taxes competitive and 
reform welfare. 

It’s because we’ve taken these difficult decisions, and overcome the opposition 
to them, that Britain is able to afford a pay rise. Because let me be clear: Britain 
deserves a pay rise and Britain is getting a pay rise. I am today introducing a new 
National Living Wage. We’ve set it to reach £9 an hour by 2020. The new National 
Living Wage will be compulsory. Working people aged 25 and over will receive it. 
It will start next April, at the rate of £7.20 The Low Pay Commission will recommend 
future rises that achieve the Government’s objective of reaching 60% of median 
earnings by 2020. That is the minimum level of pay recommended in the report to 
the Resolution Foundation by Sir George Bain – Chair of the Low Pay 
Commission.29 

(74.) As a result, in July 2015, LPC’s remit to countenance the medium-term direction of the 

NMW was expanded more firmly and dramatically: 

The Government estimates that the level of the combined NMW and the 
premium in April 2016 will be 55% of median earnings and has set out an ambition 
that this should continue to increase to reach 60% of median earnings by 2020, 
subject to sustained economic growth. The Government’s objective is to have a 
National Living Wage of over £9 by 2020. In making recommendations in relation 
to the premium the LPC is asked to consider the pace of the increase, taking into 
account the state of the economy, employment and unemployment levels, and 
relevant policy changes. Depending on the outcome of the review into bringing 
forward the NMW cycle, alongside the NMW recommendations in February 2016 
the LPC are asked to provide indicative NMW rates for 2017, in order to give more 
certainty to business. Alongside the premium recommendation in October 2016 
the LPC are asked to provide an indicative premium rate for April 2018. Both of 
these being subject to confirmation in light of economic conditions.30 

(75.) The most cited source for the UK’s move to explicitly adopt a NLW medium-term 

target is More than a Minimum: The Resolution Foundation Review of the Future of the 

National Minimum Wage (‘the Bain Review’), conducted by the first chair of the Low 

Pay Commission Professor Sir George Bain for the think tank the Resolution Foundation 

in March 2014.31 It should be noted, though, that the LPC itself acknowledged the 

significance of considering the medium-term direction of the NMW as early as 2003, 

although it did not use the language of a target.32  

(76.) The Bain review argued that one year alone approach to the NMW left it ‘lacking 

direction’, and recommended that the LPC’s remit be broadened to make it ‘the 

																																																								
29 Osborne, G. Summer Budget 2015. 8 July 2015 
30 Copy can be found at 
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/443328/BIS-15-409-NMW-Low-
Pay-Commission-Remit-2016.pdf  
31 D’Arcy, Hurrell and Plunkett. More than a minimum: The Resolution Foundation Review of the Future of the 
National Minimum Wage: The Final Report, Resolution Foundation, 2014. 
32 Low Pay Commission (2003) The National Minimum Wage: Fourth Report of the Low Pay Commission, The 
Stationery Office, p 199.  
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government’s official watchdog on low pay, monitoring and pushing progress in the 

manner of the Office for Budget Responsibility on fiscal policy.’33 It argued that the 

NMW should ‘strike a better balance between short-term flexibility and medium-term 

ambition’, and recommended the following reconfiguration of institutional 

arrangements to achieve that end: 

• Government should ‘routinely set out its views on how the NMW can contribute to 

its wider goal of reducing the incidence of low pay. This should be done by 

publishing an ambition for the level of the minimum wage expressed as a 

proportion of the median wage that could be attainable over the medium term 

(e.g., five years). This would clarify expectations about the role of the minimum 

wage, as well as its clear limits’.34 

• The LPC should ‘retain its role of recommending the NMW that can safely be put 

in place at any point in time…. But the LPC’s terms of reference should be 

amended to support the government’s objective. To this end, the LPC should be 

required to publish not only its recommendation for the NMW but also (a) an 

assessment of the extent to which this recommendation differs from the trajectory 

aspired to by the government; and (b) where the recommendation falls short, 

advice to the government on the blockages to a higher rate and policy actions 

that could make a higher rate possible.’35  

• The LPC should also be given the role of encouraging ‘debate over when 

employers could go further than today’s statutory NMW. The proper arena for this 

debate is civil society, not Whitehall, but the state can help shift the terms of 

debate, in part by publishing information.’36 

(77.) Bain’s substantive arguments against short-termism in setting the NMW were as 

follows: 

• It creates uncertainty for employers.  The minimum wage is announced barely six 

months before it comes into force, which is inconsistent with best practice in 

economic policy, where it is understood to be desirable to giving more clarity 

over policy intentions. More notice about the future direction of the NMW may 
																																																								
33 See note 29 supra, p.9..  
34 Ibid, p. 8. 
35 Ibid, p.10. 
36 Ibid, p.10  
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encourage employers to raise productivity in low-paying sectors through capital 

deepening.37  It would also provide more certainty to employers in low paying 

sectors who were required to bid for contracts more than a year in advance.38 

• The articulation of an ambition to raise the minimum wage provides an impetus to 

identify and address blockages which are holding back the labour market. This 

cannot occur if NMW is ‘rudderless’, and the LPC sees its job as simply to ‘describe 

the labour market as it sees it today.’ The primary problem of the NMW has not 

been inflation, which was wrongly anticipated when the NMW was introduced, 

but rather the fact that the spill-over effect of the NMW was far smaller than 

anticipated.39    

(78.) The recommendation of a ‘stretching target’ for the NMW was also included in 

former Deputy Chairman of KPMG International, Alan Buckle’s June 2014 report Low 

Pay: the Nation’s Challenge prepared for the British Labour Party. Buckle’s report was 

published several months after Bain’s, but contained similar recommendations, 

including a wider remit for the Low Pay Commission which would enable it to play ‘a 

productive, long term advisory role to government, as part of a national mission to 

tackle low pay. It should have a new remit to investigate the causes and 

consequences of low pay and make recommendations to the Government.’40  

Buckle’s arguments for a medium-term target were similarly framed in terms of 

providing certainty to business. He said that a medium term target: 

“ensures that there is a bond between the wealth we earn as a nation and the 
wages that people earn for a hard day’s work. While there is a legitimate 
concern that a sudden and sharp increase in the minimum wage could risk jobs, 
a clear five-year target will give businesses time to plan and adapt their business 
models to boost productivity to support higher wages”.41  

(79.) In March 2014, the Federation of Small Businesses (FSB) called for the NMW to be set 

five years in advance, with an upper and lower range for each year. It proposed a 

mechanism whereby the LPC determined the rate it wanted to see in five years’ time 

(on a rolling basis), and then proposed a phasing in for each year in between. In its 

model, the LPC and Government would have the flexibility to alter future rates in 

																																																								
37 Ibid, p.31. 
38 Ibid, p. 41. 
39 Ibid, pp 31-2. 
40 Buckle, A, Low Pay: the Nation’s Challenge, May 2014, see 
http://www.yourbritain.org.uk/uploads/editor/files/Alan_Buckle_review_FINAL_20May20142.pdf, 6 
41 Ibid, p 5 
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response to changing economic circumstances. The FSB argued that year-on-year 

changes, without a medium term target, created uncertainty for the UK’s 4.9 million 

businesses, which made it ‘difficult for employers to effectively plan ahead, 

hampering investment and recruitment.’  A five-year period approach was adopted 

in line with the economic projections produced the Office for Budget Responsibility.42  

(80.) Whilst it is clearly still too early to assess the impact of the increase in the National 

Living Wage on the UK’s economy, a report from the Resolution Foundation on the 

effect in the social care sector “found no evidence of widespread reductions in 

hours, employment or non-pay compensation…pointing instead to price increases 

and profit reductions”.43 

Japan 

(81.) In September 2015, the Abe administration in Japan called for a substantial rise in the 

minimum wage as part of its efforts to stimulate wage growth. wages are set at the 

prefectural level, but they can be substantially influenced by the central 

government. The government set a target of increasing the minimum wage by 3 per 

cent per year between now and 2023, which would increase the national weighted 

average of the hourly minimum wage from 798 to 1,000 yen. The 3 per cent per 

annum increase in the minimum wage is an ambitious objective compared to the 

dynamics during the last two decades.44 

(82.) In August 2016, the IMF analysed the policy and concluded that it did not go far 

enough:  

“Given the BoJ [Bank of Japan] inflation target of 2 per cent, and assuming 
productivity growth of 1 per cent, wage growth of 3 percept would seem 
desirable for Japan. The policy implication of our analysis is therefore that, while 
the minimum wage increase policy announced by the authorities is helpful in 
stimulating wage growth, it should be complemented by other income policies—
e.g. a “soft target” for wage growth and increases in public wages.” 45 

(83.) On 24 August 2016, the Japanese Health, Labor and Welfare Ministry agreed to an 

average increase in the minimum wage of 25 Yen per hour, with the actual increase 

																																																								
42 Copy of the FSB press release at http://www.fsb.org.uk/media-centre/press-releases/fundamental-reform-of-
the-national-minimum-wage-needed-says-fsb-pr-2014-12  
43 L, Gardiner. Rising to the challenge: Early evidence on the introduction of the National Living Wage in the social 
care sector, Resolution Foundation, August 2016, p3. 
44 International Monetary Fund, IMF Country Report: Japan [IMF Country Report No. 16/268}, Washington, D.C., p 
28. 
45 Ibid, pp 29-30. 
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depending on the prefecture. 46  This followed an endorsement of the Abe 

government recommendation by the Central Minimum Wages Council, which 

comprises business and labour leaders.47 This amounted to a 3% increase and was 

the largest increase in the minimum wage since the country started measuring the 

minimum wage on an hourly basis in fiscal 2002. 

(84.) Whilst the Abe government cannot direct the Central Minimum Wages Council and 

the prefectures it can clearly impact their decision making as this most recent 

decision demonstrates. It is anticipated that the Central Minimum Wages Council will 

work towards the 1,000 yen target set by the government. 

(85.) The wage rise of 3% is expected to exceed the average wage rise of around 2% 

amongst most companies across the same time,48 so it could be expected that it will 

eat into the minimum wage bite in Japan. 

ILO 

(86.) The ILO has recommended that minimum wage setting authorities bear in mind 

“longer-term perspectives” in setting minimum wages, and not concentrate overly on 

short-term indicators. It does not propose a particular time frame for consideration, 

but suggests that a one-year period is likely to admit an unduly restrictive set of factors 

(generally no more than inflation and economic growth). It suggests, rather, that 

minimum wage policy be contextualised within a broader economic perspective in 

which economic factors are affected by structural changes.’49  

Germany 

(87.) Germany established a minimum wage of €8.50 with effect from 1 January 2015, the 

first time that country had introduced a minimum wage. The minimum wage is set 

every two years by a Minimum Wage Commission made up of representatives of 

employers and unions.  

																																																								
46 Jiji, “Minimum wage to top ¥700 nationwide in sharpest rise since 2002, labor ministry says”, The Japan Times, 24 
August 2016. Retrieved from http://www.japantimes.co.jp/. 
47 Jiji, “Panel agrees to boost Japan’s minimum hourly wage by ¥24”, The Japan Times, 27 July 2016. Retrieved from 
http://www.japantimes.co.jp/. 
48 Editorial, “Raising the minimum wage”, The Japan Times, 3 August 2016. Retrieved from 
http://www.japantimes.co.jp/. 
49 ILO (2016) ‘Chapter 5 – Setting and adjusting minimum wage levels’, Minimum Wage Policy Guide, pp. 11-12. 
Accessible at: http://www.ilo.org/wcmsp5/groups/public/---ed_protect/---protrav/---
travail/documents/genericdocument/wcms_508530.pdf  
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(88.) The Minimum Wage Commission is tasked with carrying out a “global assessment” to 

evaluate which minimum wage level “is likely to contribute to an adequate minimum 

protection of employees, facilitate fair and functioning competition and not to 

jeopardise employment.” The Minimum Wage Commission must be “subsequently 

guided by” the development of the wages negotiated by the parties of collective 

bargaining agreements. Accordingly, negotiated wages shall serve as an “important 

benchmark” for the future level of the minimum wage.50 

(89.) Despite predictions that the introduction of the minimum wage would cause 

widespread unemployment, the consensus amongst economists following the 

introduction is that the “predicted job drama did not happen”.51 

(90.) In June 2016 the Minimum Wage Commission recommended an increase of the 

minimum wage of 4% to €8.84 based on statistics which showed an average 3.2% 

wage rise of the preceding 18 months.52 

(91.) There has been active debate in German academic circles and from German 

unions about whether the German minimum wage is set too low or whether it should 

be increased to 60% of the median, which would take it to around €10 per hour. 

Unions such as the Vereinte Dienstleistungsgewerkschaft (ver.di) and the 

Gewerkschaft Nahrung-Genuss-Gaststätten (NGG) have called for the minimum 

wage to be raised to 60% of the median.53 

(92.) The minimum wage system is still fairly immature in Germany, having been in place for 

only 18 months. However, it has sparked increased interest in increasing minimum 

wages across the rest of Europe. 

European Union 

																																																								
50 Spielberger, M  and Schilling, A. (2014) Minimum Wages in Germany – You Might Be Affected, Too: An Overview 
of the New German Minimum Wage Act (Mindestlohngesetz, MiLoG). Labor Law Journal 65(3) 163-70 at pp. 167-8. 
51 Amlinger, M Bispinck, R and Schulten, T (2016). The German minimum wage: Experiences and perspectives after 
one year, WSI-Report No. 28e, 1/2016. 
52 Chambers, M and Wagner, R, “Commission recommends rise in German minimum wage in 2017”, Reuters, 28 
June 2016. Retrieved from http://uk.reuters.com/. 
53 Schulten, T (2016) „Living Wages“ oder Armutslöhne? Ziele einer europäischen Mindestlohnpolitik. WSI-
Mitteilungen 69 (1), 70-72 at p.71. This article is only available in German. 
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(93.) The notion of a minimum wage policy coordinated across Europe has long been 

under discussion within the EU.54  This has been given particular impetus by the 

introduction of the minimum wage in the EU’s biggest economy of Germany. The 

hypothetical European minimum wage most often discussed is one set at 60% of the 

median.  This was the subject of extensive analysis and modelling by the European 

Foundation for the Improvement of Living and Working Conditions (Eurofound), which 

attempted to evaluate the consequences of a European minimum wage policy 

assuming the introduction of a hypothetical minimum wage norm of 60 per cent of 

the median wage.55  The antecedents of this approach lie in the view of the 

European Committee of Social Rights which stipulated that a fair and decent wage is 

at least 60 per cent of the average net wage (a significantly higher figure than the 

median figure discussed in the research). 

(94.)  The matter has also been taken up in the European Parliament. Minimum wages 

were recently the subject of a plenary debate in the European Parliament which 

adopted the a resolution which included the following paragraph: 

The European Parliament: 

… 

Considers that wages which enable workers to lead a decent life are important 
for social cohesion and for maintaining a productive economy; calls for respect 
for, and the promotion of, collective bargaining; also recommends the 
establishment of wage floors in the form of a national minimum wage, where 
applicable, with due respect for the practices of each Member State and after 
consulting the social partners, with the objective of gradually attaining at least 
60% of the respective national average wage, if possible, so as to avoid excessive 
wage disparities, to support aggregate demand and economic recovery and to 
underpin upward social convergence; (underline added) 56  

(95.) Thomas Händel, Chair of the Committee on Employment and Social Affairs of the 

European Parliament said that the Parliament insisted that “an appropriate minimum 

income of at least 60% of the average wage of the given member state should be 

applied, allowing basic costs of living to be covered and at the same time this would 

(...) aid the recovery of the economy (...).”57 

																																																								
54 Schulten, T Müller, T & Eldring, L. (2015). Prospects and obstacles of a European minimum wage policy. Wage 
bargaining under the new European Economic Governance, 297 at p. 297. 
55 See for example Eurofound (2014), Pay in Europe in the 21st century, Publications Office of the European Union, 
Luxembourg. 
56 European Parliament. European Parliament resolution of 14 September 2016 on Social Dumping in the European 
Union (2015/2255(INI)) 
57 European Parliament “Tackling social dumping: MEPs call for fair wages and social justice for workers”, European 
Parliament News, 21 September 2016. Retrieved from http://www.europarl.europa.eu/ 
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Canada 

(96.) There are significant increases in the minimum wage currently being enacted in the 

province of Alberta, Canada, which elected an NDP government in early 2015.  A 

core promise of the new government was to increase the minimum wage to $15 

over four years. They are following through with this promise even though the oil-

dependent province has been in recession since oil prices crashed about the same 

time the NDP government was elected.  When the government was elected, the 

minimum wage was $10.20 (Cdn) per hour.  They raised it by $1 in each of Oct 1 2015 

and Oct 1 2016 (so it’s presently $12.20), and promised to continue the increases – 

presumably by another $1 or more in each of 2017 and 2018.58 This amounts to a 

medium-term plan that will significantly raise the minimum as a share of the median.  

It will go from about 40% of the median when the NDP government to office, to 

around 50% when it hits $15 in 2018.59 

USA 

(97.) The long term decline in the value of minimum wages in the US is well documented 

and understood. More recently, although there has not been a move in the Federal 

Minimum Wage which is set by an Act of Congress, various local and State 

jurisdictions have moved to enact large, often staged increases in minimum wages. 

Some of these developments are not relevant to this process (as they involve 

adjustment by representative bodes or even plebiscites) but others have involved 

wages boards and inquires convened to make determinations and balance a 

variety of economic and social considerations.  

(98.) Some of these moves, including in New York increasing the minimum wage from US$9 

to US$15 (City in 2019 and State 2021) and similar developments in California are 

worthy of examination.60  The adoption of targets has seen increased academic 

analysis of this approach.61 In some cases, wages board processes have supported 

																																																								
58 Battle, K & Torjman, S.  Minimum Wage, Maximum Wager in Alberta, Caledon Institute of Social Policy, 2016. 
59 Trevor Tombe and Blake Shaffer, “Making sense of a $15 minimum wage in Alberta”, MacLean’s, 30 June 2016. 
Retrieved from http://www.macleans.ca/ 
60See for example Nagourney, A. “California Nears Deal to adopt a $15 State Minimum Wage”, The New York 
Times, 27 March 2016. Retrieved from http://www.nytimes.com/ and Depillis, L. “California looks to set a $15-an-
hour minimum wage, raising the floor while others add ceilings”, The Washington Post, 28 March 2016. Retrieved 
from https://www.washingtonpost.com  
61 See for example Berekely IRLE, http://irle.berkeley.edu/research/minimumwage/  
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large increases in industry specific pay rates (for example fast-food62) after an 

evidence-based process;  a procedure with some parallels to Australian award rates.  

(99.) In Seattle, the city raised its minimum wage from around $9.50 to $11 in April 2015, on 

the way to $15 an hour by 2017 (for employers with 500 or more employees and 

certain other employers; the minimum wage for most Seattle businesses rose to $10 in 

April 2015, and $15 will not go into effect for all Seattle businesses until 2021). The pay 

of affected workers went up almost 12%, compared to a 5% increase for workers in 

nearby, similar places that weren’t bound by the increase.63 

The benefit of a medium-term horizon. 

(100.) The level of the NMW has both short and long-term effects – on business and workers. 

In our submission an exclusive focus on one year periods (and by implication data 

most closely related to related to those periods) unnecessarily obscures the broader 

considerations about the direction of minimum wages that the Panel can and should 

take into account. 

(101.) By contrast, a medium-term target operating in conjunction with annual decisions, 

allows proper ventilation of issues associated with longer term trends, is an aid to 

disciple in decision making, and gives the NMW an indicative direction – adding to 

certainty and predictability. As the Resolution Foundation said, a “one step at a time 

approach” is too narrow given the nature of the policy lever under consideration, 

and can leave minimum wages “lacking direction.”64  

(102.) The matters the Panel is required to consider in both the minimum wages objective 

and the modern awards objective are not, we submit, issues which can be fully 

considered in respect of a single 12 month period. Matters such as living standards, 

economic performance, productivity, labour force participation, the incidence of 

collective bargaining, employment patterns and wages are long-term indicators 

necessarily measured in the long-term.  

																																																								
62 see New York Fast Food Wages Board 
http://labor.ny.gov/workerprotection/laborstandards/wageboard2015.shtm  
63 Bernstein, J. “So far, the Seattle minimum-wage increase is doing what it’s supposed to do”, The Washington 
Post, 10 August 2016. Retrieved from https://www.washingtonpost.com 
64  D’Arcy, Hurrell and Plunkett. More than a minimum: The Resolution Foundation Review of the Future of the 
National Minimum Wage: The Final Report, Resolution Foundation, 2014, p. 8. 
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(103.) Our proposal is a vehicle to also consider these matters over a longer-term horizon, 

while taking account of variations in economic conditions and the attendant 

difficulties of forecasting and consistent with annual obligations. 

Assisting the Panel understand the views of parties. 

(104.) We submit that the process for determining a target would assist the Panel by 

requiring parties to express views and provide arguments about the longer-term 

trajectory of minimum wages, rather than simply the narrow view of an annual case. 

This will help discipline the parties to provide material that assists the Panel. 

(105.) This particularly applies, more than any other interested party, to the Commonwealth 

government (and to a lesser extent State and Territory governments). The 

Commonwealth (regardless of government) has tended to provide somewhat 

imprecise advice to the Panel about its view. Clearly, the statistical analysis that can 

be provided by the Commonwealth should be formidable and is undoubtedly 

relevant and helpful.  However, we submit that too often (given the significance of 

their view), Commonwealth submissions on the actual question of adjustment of the 

NMW and modern award wages have consisted of relatively vague adjectives. A 

process involving submissions concerning the trajectory of the NMW would 

necessarily elicit a more helpful response.  

Analogy to other public policy. 

(106.) There are a range of examples in public policy where a discretionary decision maker 

is required (as the Panel is) to balance a variety of potentially contradictory (or at 

least competitive) considerations and where a medium term target is included in the 

analytical framework. These examples are not advanced on the basis that they are 

perfectly analogous. We note those below to demonstrate the potential utility of this 

approach in the context of the Panel’s work.   

(107.) There are examples of transfer payment systems and collective pension schemes 

where a target operates in conjunction with periodic discretionary adjustment. In 

relation to transfer payments, there are examples where the level is determined 
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against discretionary factors but including reference to a target rather than a fixed 

mechanical pass-through of indices in relation to prices or incomes. 65  

(108.) The role and function of the Reserve Bank of Australia (“the RBA”) in independently 

setting monetary policy bears analogy to the role of the Panel. The RBA’s adoption of 

an inflation target (as it has done for more than 20 years) is particularly relevant here. 

Like the Panel, the RBA is required by statute to perform its functions in a way that 

balances a range of considerations: currency stability, the maintenance of full 

employment and the economic prosperity and welfare of the people of Australia.66 

(109.)  The RBA describes the role of the medium term target and its utility this way: 

“The Governor and the Treasurer have agreed that the appropriate target for 
monetary policy in Australia is to achieve an inflation rate of 2–3 per cent, on 
average, over the cycle.  

…… 

Seeking to achieve this rate, on average, provides discipline for monetary policy 
decision-making, and serves as an anchor for private-sector inflation 
expectations.  

The inflation target is defined as a medium-term average rather than as a rate (or 
band of rates) that must be held at all times. This formulation allows for the 
inevitable uncertainties that are involved in forecasting, and lags in the effects of 
monetary policy on the economy. Experience in Australia and elsewhere has 
shown that inflation is difficult to fine-tune within a narrow band. The inflation 
target is also, necessarily, forward-looking.”67 

(110.) As with adjusting monetary policy, setting the NMW is a process that relies on both a 

backwards look at data and statistical analysis and a forward look at economic 

forecasts. As in the context of monetary policy, a medium-term target would provide 

additional discipline for periodic decision making and provide some certainty to 

those relying or required to implement the decision, while allowing for the inherent 

uncertainties associated with economic forecasting and allowing for adjustment to 

take into account variable economic conditions.  

(111.) Similarly, there are international examples of the use of a medium term targets in 

relation to fiscal policy – specifically in relation to deficit management – where the 

annual decisions are balanced with a broader objective. As such, targets function as 

																																																								
65 See for example Keith P. Ambachsheer, The Future of Pension Management: Integrating Design, Governance, 
and Investing (Wiley, 2016) which includes a study of jurisdictions which are moving traditional defined benefit and 
defined contribution formulas into "defined ambition" and "target benefit" hybrids. 
66 Reserve Bank Act 1959, Section 10. 
67 http://www.rba.gov.au/inflation/  
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a form of decision making discipline while allowing appropriate flexibility to deal with 

current conditions – either in relation to stimulus or consolidation.68  

(112.) A target with variability in periodic action as part of a need to balance 

considerations is frequently a feature of policies in relation to matters such as land 

management / release69 and pollution. A common policy approach to climate 

change is the adoption of so called “cap and trade” systems in relation to emissions 

of pollutants.  Like the Panel’s work, such schemes are designed to balance a range 

of factors (for example reducing emissions, facilitating new industries and reducing 

the economic costs of transition to clean energy). Such schemes commonly set 

output based targets for medium term periods, and provide flexibility in relation the 

instruments on a year to year basis: for example variable or banded prices for 

emissions and provision for free or exempted emissions. An example is various versions 

of the Carbon Pollution Reduction Scheme in Australia.70  

Effect on equal remuneration principle. 

(113.) United Voice notes that the ACTU has filed submissions on the effect of a target and 

an increase to 60% on the principle of equal remuneration for work of equal or 

comparable value and supports those submissions.  

Macro-Economic Considerations 

(114.) United Voice notes that the economic effects of an increase in the NMW are the 

subject of most of the submissions put to the Panel in its annual consultations. We rely 

upon the submissions made by the ACTU to the 2015-16 Panel in this respect. In 

particular we rely upon those submissions with respect to their statements on 

employment, inflation and the relative living standards and needs of the low paid. 

(115.) The ACTU will file submissions on the macroeconomic effect of an increase in the 

NMW to meet a medium term target of 60% and we rely upon those submissions. 

(116.) Importantly, the Panel retains the opportunity to deliberate on macroeconomic 

matters as part of its AWR. See Paragraph (125.) ff.  

																																																								
68 See for example O Blanchard, G Dell’Ariccia and P Mauro, Rethinking macroeconomic policy, IMF 
February 2010 at page 14. http://www.imf.org/external/pubs/ft/spn/2010/spn1003.pdf  
69 For example, the Urban Renewal Authority Victoria Act 2003 establishes an authority that sells surplus 
Government land on a timetable that balances competing economic and social considerations.  
70 http://pandora.nla.gov.au/pan/102841/20090728-
0000/www.climatechange.gov.au/whitepaper/report/index.html  
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What target should be adopted? 

(117.) The Background Paper Requested that parties address the following question. 

For parties advocating a medium-term target: 

(a) what criteria should be applied in setting a medium-term target?; and 

(b) what target (or target range) should be proposed? 

Criteria. 

(118.) Subject to the position we have adopted in respect of the appropriate time to 

consider modern award Wages generally and macro-economic detail, we submit 

that the full range of considerations the Panel is required to consider in setting the 

NMW are also relevant to the question of a target.   

(119.) This is consistent with our view that a target is an appropriate element of the Panel 

discharging its functions effectively over the medium term. We submit that the 

question of a target resists a “mechanistic” approach in the same way as the fixing of 

the NMW itself does.  Considerations must be balanced.   

(120.) Accordingly, we propose the following headline criteria: 

(a) That a target will assist the Panel in the performance of its obligations under the 

Act an in balancing the various factors it must consider ;  

(b) That a target contributes to a minimum wage system that is stable, transparent 

and broadly predictable, while retaining flexibility to respond to economic 

conditions; and 

(c) That ensures a target ensures appropriate focus on the needs and relative 

leaving standards of the low paid. 

United Voice Proposal.  

(121.) United Voice submits that the medium term target for the minimum wage should be 

set at 60% of median (adult) ordinary time earnings. 

(122.) In our submission the statistical source of ordinary time earnings should be the 

“median weekly earnings for full time workers” published by the Australian Bureau of 

Statistics in Characteristics of Employment, Australia (Catalogue No. 6333.0). This 
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survey is conducted in August every year and is published 12 months later. The 

current median weekly earnings in all jobs for full time workers is $1,230.71 

Indicative Effect. 

(123.) The table below models a calculation for what adjustment to the NMW might need 

to be made were the Panel (and future Panels) to adopt United Voice’s suggestion 

of a target of 60% of the median of weekly earnings by 2020. 

Assumptions: 
 

Average CPI inflation =  2.50% 

Annual real median wage growth =  1.60% 

Target bite 60% 

Period (years) 4 

Scenario:  
 

Median at start $1,230.00 

Median at end $1,444.47 

NMW at start $672.70 

NMW at end $866.68 

Annual bite increase (pots, no NMW change) 1.8% 

NMW CAGR required 6.5% 

NMW CAGR in $ terms (year 1, 25% catch up) $43.99 

 

Considerations supporting a relative target of 60% of the Median. 

(124.) We submit that a relative target of 60 % of median wages over four years (rather than 

a nominal target expressed in dollar terms) is the flexible and appropriate approach 

for the Panel to take on the following grounds: 

(a) It enables the Panel to establish a target consistent with its annual obligation to 

set the NMW having regard, inter alia, to economic data; 

(b) Consistent with our submission that a target is an analytical tool that anchors the 

AWR process, it helps ensure that the full range of considerations the Panel has 

identified as relevant are considered over an appropriate period;  

(c) There is considerable international precedent for the adoption of relative targets 

(and specifically for targets set at 60% of median wages); 

																																																								
71 ABS, Characteristics of Employment, Australia, August 2015. Catalogue No. 6333.0. 



United Voice| AWR 2016-2017 

	 -38- 

(d) It ensures a focus on one of the most important factors set our in the Minimum 

Wage Objective  - the relative living standards of the low paid;  

(e) It anchors the target in the data regarding the wage distribution and the logic 

of such established measure as the Kaitz Index;  

(f) It utilises a measurement that the Panel 72  and the parties (including the 

Commonwealth. 73 ) have acknowledged over many years is a relevant 

consideration and statistical benchmark (and is the source data used by the 

OECD  for comparisons)74; 

(d) It is a prudent and responsible target (and less ambitions than other possible 

measures such as the OECD definition of the low pay at 67% of the median); A 

failure to set a target would likely result, in the medium to long term, to a further 

decline in the bite of the NMW;  

(g) The four year for the target aligns with the four year period used in budget 

estimates and economic forecasting by Commonwealth and State Treasury 

Departments. This enables access to useful economic forecasting data; and  

(h) Alternatives (such as a nominal dollar figure or reliance on a budget or poverty 

standard) would require additional levels of predicative confidence or have 

measurement difficulties that the Panel has previously identified.75. 

Macro-Economic Considerations a matter for AWR. 

(125.) The Panel is deciding whether or not to adopt a target as a matter of principle, to 

assist it in the performance of its obligations, but it is in the Annual Wage Review 

where it must decide a specific quantum each year.  Accordingly, the appropriate 

time to consider in full arguments related to economic conditions is in the usual way 

during the Annual Wage Review, when the Panel would also take initial steps 

regarding the implementation of the target.  

																																																								
72 Annual Wage Review 2015–16 [2016] FWC 5023 at para 362. 
73 See for example in the 2015-16 AWR, Australian Government submission, 30 March 2016 at p. 55, para. 246 
74 Annual Wage Review 2015–16 [2016] FWC 5023 at para 362 and. 
75 See for example Fair Work Australia (2011), Measuring the Needs of the Low Paid, Report to the Minimum Wage 
Panel, 14 December, PR517718 at paras 24 and 40; Annual Wage Review 2015–16 [2016] FWC 5023 at paras 440 
and 442. 
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(126.) The macro-economic implications will necessarily be addressed in full in the 2017 

submissions and consultations, including taking account of additional data that will 

become available over the next six months. 

(127.) We submit that while the full implementation of the target we propose would involve 

larger than previous increases in the NMW they would be proportionate and 

appropriate in principle.  They would not lead to “significant inflationary pressure” or 

have any “measurable negative impact on employment” or threating business 

viability.76 

(128.) We note that a medium-term target, by providing additional notice and clarity in 

relation to the trajectory of the NMW, will assist businesses to plan and adapt and 

facilitates a higher than “traditional” increase in the NMW. A target will assist in 

adaption and implementation of increases to the NMW by providing regular, 

appropriate and broadly predictable adjustments. 

 

	 	

																																																								
76 See the tests applied by the Panel in 2015-16 [2016] FWCFB 3500 at [101], [2015] FWCFB 3500 at [32] and 2010] 
FWCFB 4000 at [33] 
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Assessment & Review of a Target. 

(129.) The  Background Paper Requested that parties address the following question. 

If a medium-term target is adopted, how should it be assessed or reviewed during 
subsequent annual wage reviews? 

(130.) We envisage that progress towards target would be one matter addressed in 

submissions and dealt with in the Panel’s decisions during each year’s AWR. 

(131.) We submit that the target should be formally reviewed after four years.  In our 

submission that period strikes the appropriate balance between the utility of a target 

and the need to comprehensively consider its operation. We note that a four year 

period is that set by the Act for periodic reviews of modern awards.77  

(132.) Should our proposal for a four year period be adopted, we submit that the target 

should be reviewed as a preliminary process of the 2020-2021 AWR. 

(133.) We note that, consistent with our jurisdictional submission, it would be open to the 

Panel to determine to review the target at any time. However, we anticipate that the 

annual decision-making flexibility of the Panel as to the quantum of any NMW 

adjustment would obviate the need for this to occur outside a scheduled process 

after four years. 

	  

																																																								
77 Fair Work Act Section 156. 
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 A target and the 2016-17 AWR. 

(134.) The Background Paper Requested that parties address the following question. 

Would parties be assisted if the Panel decided on whether it ought to set a 
medium-term target prior to initial submissions made to the Annual Wage Review 
2016–17? 

(135.) In our submission it would clearly assist the parties if a decision on a target was made 

prior to initial submissions for the current AWR.  Bearing in mind our submissions as to 

the function and operation of a target, such a course would allow submissions to the 

AWR to address any target determined in the context of that year’s data and 

specific proposals for the adjustment of the NMW (and modern award Wages more 

generally.   

	
 

 

 

 



 

 

  

10 October 2016 
 
The Associate to the Honourable Justice Iain Ross AO 
President 
Fair Work Commission 
Level 4, 11 Exhibition Street 
Melbourne 3000 
 
Dear Associate 
 
Annual Wage Review 2016–17—Review of existing wage arrangements for employees 
with disability 
 
We note the statement of 19 September 2016 concerning preliminary hearings and the 
release of background papers. 
 
This correspondence is a submission in response to the Commission’s background paper 
concerning a review of existing arrangements for employees with disability. 
 
United Voice supports generally the submission of the Australian Council of Trade Unions. 
The Health Services Union and United Voice are co-applicants for a variation to the 
Supported Employment Services Award 2010 (AM2013/30). The purpose of this variation is 
to ensure that wage assessment under the Support Employment Services Award is done in 
a fair, equitable and non-discriminatory manner. 
 
Deputy President Booth has engaged interested parties and stakeholders in a 
comprehensive process of conciliation that is ongoing. The co-applicants have every 
confidence in the good offices of DP Booth. Representatives of the Commonwealth 
Department of Social Services have been regularly attending these conciliations. 
 
There is a trial taking place of the viability of modified version of the supported wage 
systems. The Department of Social Services is providing support and resources for this trial. 
With our co-applicant, we have been participating in the trial and believe that it will provide 
data and a way forward to ensure wage justice for Australians with a disability in 
employments. On 19 October 2016, the Department of Social Services intends to present 
the findings of the trial at the next scheduled conciliation of AM2013/30 conducted by DP 
Booth. 
 
In light of these matters, we believe that it may be prudent for some caution to be exercised 
in changing longstanding practises of the annual wage review in this area. 
 
Yours faithfully 
 
 
 
 
David McElrea 
NATIONAL ASSISTANT SECRETARY 


	United Voice AWR 16-17 Oct.pdf
	Letter Annual Wage Review disability

