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1  Introduction  

1. The Australian Chamber has made submissions to the Fair Work Commission’s Expert 
Panel (Panel) as a part of the 2016-17 Annual Wage Review (AWR) seeking an increase of 
1.2 % to the National Minimum Wage (NMW) and award wages. The Australian Chamber 
submits that such an increase is suitably cautious and in its initial submission dated 29 
March 2017 highlighted the reasons underpinning this position including but not limited to: 

a. Persistently high levels of underemployment and youth unemployment; 

b. Increased long term unemployment; 

c. Declining apprenticeship and traineeship commencement and completions; 

d. Record low levels of private sector wage growth. 

2. Contrary to the position of the Australian Chamber, some parties to this review have 
advanced the fact of comparatively low wage growth as a ground in support of a high 
increase in the NMW and award wages.1 However low wage growth, in combination with 
the factors identified above, is a strong indicator of ongoing spare capacity in the labour 
market. This is in part attributable to ongoing adjustment effects which are resulting in 
greater competition in the labour market from displaced yet experienced workers to the 
detriment of those most vulnerable in the labour market. Among those finding it most 
difficult to secure work opportunities in this environment are the young and first time job 
seekers, those with low skill levels and the long term unemployed. These cohorts stand to 
be most negatively impacted by large increases to the minimum wage and while the 
Australian Chamber has had the opportunity to read the submissions and proposals of 
other parties it has not been persuaded to review its position. 

3. Considering the persistence of soft labour market conditions along with the economic 
considerations outlined throughout our initial submission, the Australian Chamber maintains 
that the Panel should exercise genuine caution and restraint in the AWR which should see 
an uprating of minimum wages, but not by more than 1.2 %%.  

4. We note that this position was developed in consultation with and supported by Australian 
Chamber members, with some making express submissions to that effect as a part of this 
review including the Australian Federation of Employers and Industries, Australian Hotels 
Association, Australian Retailers Association, Business SA (Chamber of Commerce and 
Industry South Australia), Chamber of Commerce and Industry Queensland, Chamber of 
Commerce and Industry of Western Australia (although preferring an increase as a dollar 
amount), Victorian Automobile Chamber of Commerce. 

  

                                                 
1 See for example ACTU Submission Annual Wage Review 2016-17, para 22(a). 
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2  Response to other parties  

2.1  Assertions regarding the relationship between minimum wages and 
market rates 

5. ACOSS has raised concerns about the level of the increase in the NMW in real terms over 
the last decade and has suggested that wages determined in the market have risen more 
strongly.2 However as noted at paragraph 168 and Chart 10 of the Australian’s Chamber’s 
submission, the C14 rate relative to the median weekly earnings of full-time employees has 
remained relatively stable since 2006. It should also be noted that those who are paid at 
the level of the NMW comprise only a small portion of the workforce.3 

6. We also note that the Panel has previously stated that: 

As the Panel has observed before, there is often a degree of tension between the 
economic, social and other considerations which the Panel must take into account. 
It is this complexity which has led the Panel to consistently reject a mechanistic or 
decision rule approach to wage fixation, such as the adoption of real wage 
maintenance.  

The real wages of award-reliant employees are relevant to our task, but they are 
not determinative. To adopt real wage maintenance as a decision rule would fail to 
take into account other considerations including, for example, relative living 
standards (as we are required to do by s.284(1)(c)) in circumstances where the rate 
of growth in average earnings and bargained rates of pay have outstripped growth 
in minimum rates of pay.4 

 

7. Private sector wage growth, most appropriately measured by the wage price index (WPI), 
also remains at record low levels with sustained weakness now having been exhibited over 
several years. The latest figures show wage growth is even weaker than it was prior to the 
Panel’s last decision, having dropped to 1.9 % in the year to December 2016 compared to 
2 % across the same period in 2015 and 2.5 % in 2014. The WPI sits significantly lower 
than the 2.4 %% increase awarded in the 2015-16 AWR and the 2.5 % increase awarded in 
the 2014-15 AWR. It is also worth reiterating that the current low levels of wage growth5  sit 
against a backdrop of low inflation as highlighted at paragraph 191 of the Australian 
Chamber’s initial submission in this review.  

8. The Australian Government submission also noted that the “award wage bite” (measured 
comparing the median earnings of full-time award-reliant workers to the median earnings of 
all full-time workers) has risen since 2010.6 This does not sit well with the ACOSS assertion 

                                                 
2 ACOSS Minimum Wage Submission 2017, p. 4. 
3 Note Australian Government estimates that in May 2016 only around 1.9 % of all employees (around 196,300) were paid the 
National Minimum Wage rate. 
4 [2015] FWCFB 3500 at paras 64 and 65.  
5 9 per cent WPI growth and 1.6 per cent growth in average weekly earnings. 
6 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 40. 



  

3      Fair Work Commission Minimum Wage Panel Annual Minimum Wage Review 2016-17 Submission in Reply – 21 April 2017 
 

 

that wages determined in the market have risen more strongly, nor that this should inflate 
minimum wage uprating on this occasion. 

9. Some parties participating in this review have made arguments about growing inequality to 
put pressure on minimum wages as a means of closing the gap. For example, the ACTU 
has stated “The gap between the living standards of low-paid workers and workers on 
average wages continues to grow on trend, despite the stall in growth in average wages 
over the period”.7 However significant increases of the nature proposed by unions 
participating in this review risk further jeopardising the position of those most vulnerable in 
the labour market. The following observations made by the Productivity Commission in 
examining the potential effects of minimum wage fixation are relevant in addressing the 
ACTU concern: 

a. “neither monopsonistic competition nor efficiency wage theories suggest that 
(higher) minimum wages must necessarily increase employment or hours worked. 
Under either theory, minimum wages that are too high will always harm 
employment”;8 

b. “the Productivity Commission’s reading of the Australian empirical studies is that 
increases in Australia’s minimum wages are likely to have caused some 
disemployment…”;9 

c. “the Productivity Commission is in little doubt that large increases in the minimum 
wage bite would make lower-skilled, less experienced employees less attractive to 
employers and, beyond some point, higher minimum wages would reduce 
employment (on both a headcount and hours basis)”;10 

d. “While (higher) minimum wages can indeed increase incentives for people to seek 
work, the earlier analysis shows that regulated minimum wages also have important 
limitations as a tool for promoting equity: minimum wages lift the incomes of those 
in jobs, do not target poverty or equity directly, and have the potential to cause 
unemployment and underemployment”;11  

e. some research has shown that minimum wages have the potential to widen 
earnings and income inequality, depending on the nature and extent of the 
disemployment effects;12  

f. “…the likelihood that minimum wages cause some disemployment means that, in 
considering adjustments to minimum wages, there is a need to weigh up the 
potential benefits to low paid workers who retain their jobs (and/or hours) against 

                                                 
7 ACTU Submission Annual Wage Review 2016-17, para 22(c). See also para 24. 
8 Productivity Commission, Workplace Relations (2015), p. 293. 
9 Productivity Commission, Workplace Relations (2015), p. 302. 
10 Productivity Commission, Workplace Relations (2015), p. 310. 
11 Productivity Commission, Workplace Relations (2015), p. 310. 
12 Productivity Commission, Workplace Relations (2015), p. 310. 
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the potential losses to those ‘would be’ employees who fail to gain employment, or 
experience greater underemployment or job loss, as a result.13” 

10. These observations are also relevant in addressing arguments that overstate the utility of 
minimum wage as a means of addressing poverty as discussed below. 

2.2 Minimum wage fixation not well-targeted at lifting relative incomes of 
low-paid households or ameliorating poverty 

11. ACOSS has suggested based on a report it produced entitled ‘Poverty in Australia 2016’ 
that “based on the OECD-preferred measure of poverty (50% of median income) there 
were 2.99 million people living below the poverty line in 2013-14, of whom 32 % came from 
households where wages were the main source of income”.14  

12. There are three points worth making about this assertion.  

13. Firstly, for those persons who ACOSS considers to be living below the poverty line and who 
are not in households where wages are the main source of income, an environment that is 
conductive to employment is vitally important to better their circumstances. If these 
individuals are young, low skilled, or outside of the labour market on long term basis their 
prospects will only be further dampened by a large increase in award wages. It also seems 
to be the case that ACOSS’ use of the term “wages” is made in reference to those in 
receipt of income from paid employment rather than “award wages” or the NMW.15  If this is 
the case, considerable caution needs to be exercised in considering the ACOSS research 
and contentions.  

14. Secondly, there is in effect no universal minimum wage in Australia due to the operation of 
the award system and this requires closer examination. In this regard the submission of the 
Australian Government provides helpful data analysis, identifying that: 

a. In 2016, 22.7 % of Australian employees (or 2.3 million) had they pay set by an 
award.16 The Department of Employment estimates that in May 2016 only around 
1.9 % of all employees (around 196,300) were paid the NMW rate;17 

b. The NMW rate of $672.70 features in just 45 of the 122 modern awards. In one of 
these awards, workers may receive commission on top of the weekly NMW, and in 
a further two awards, workers have shorter ordinary working hours resulting in a 
higher hourly wage than the NMW. Also, in several of the 45 awards, the lowest 
rate is paid as an introductory rate or a trainee rate. In the remaining 77 modern 
awards, all wage rates are above the NMW rate;18 

                                                 
13 Productivity Commission, Workplace Relations (2015), p. 330. 
14 ACOSS Minimum Wage Submission 2017, p. 4. 
15 See for example ACOSS submission, Table 2, page 23. 
16 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 37. 
17 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 13. 
18 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 39. 
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c. Award minimum wages range from the NMW rate of $672.70 per week up to 
$3,189.27 per week ($165,842.00 per year, Air Pilots Award 2010).19 As such the 
ACTU’s statement that there are “2.3 million workers who are currently paid the 
lowest they can lawfully be paid”20 should not infer that all of these award-reliant 
employees are characterised as “low paid workers” and are all “doing it tough”21 
because in effect there is no one minimum wage in Australia. Not all award-reliant 
employees are “low paid” and many that may be considered “low paid” are not in 
low paid households (a point explored further in this submission);   

d. In May 2016, the median full-time award-reliant wage ($1,139.00) was 82.8 % of 
the median full-time wage among all workers ($1,376.00), reflecting that the vast 
majority of award-reliant workers are paid higher wages than the NMW (73.4 % 
higher on average).22  

15. Thirdly,  minimum wage increases are not the most effective tool for addressing ACOSS’ 
concerns regarding those living in poverty. The ACOSS submission suggests that over 
950,000 people were living below the poverty line in 2013-14 and living in households 
where wages were the main source of income.23 However the Australian Government 
submission draws on ABS data to establish that 676,800 of award-reliant employees could 
be considered low paid24 with HILDA data suggesting that:  

a. almost half of these low-paid workers live in households earning in the top 50 % of 
household income;25 

b. low paid workers are more likely to be young and without dependants;26 

c. low-paid work is temporary for the majority of low-paid workers and often serves as 
a stepping stone to higher paid work. More than half those in low-paid work move 
into a higher paying job the following year.27 

16. While the Fair Work Act 2009 (Cth) requires the Panel to take into consideration relative 
living standards and the needs of the low paid,28 as noted by the Australian Government in 
its submission: 

The living standards of low-paid workers are determined not just by personal 
earnings from work, but also through the earnings of other household members and 
the impacts of the tax-transfer system (discussed further in Chapter 8). Low-paid 
workers live in a diverse range of household types and will thus have a diverse set 

                                                 
19 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 37. 
20 ACTU Submission Annual Wage Review 2016-17, paras 1, 35. 
21 ACTU Submission Annual Wage Review 2016-17, para 2. 
22 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 40, with reference to ABS 
Employee Earnings and Hours. The full-time median wage for award-reliant workers only includes non-managerial employees 
paid at the adult rate.   
23 ACOSS Minimum Wage Submission 2017, p. 7. 
24 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, Chart 2.1. 
25 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 45. 
26 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 46. 
27 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 46. 
28 Fair Work Act 2009 (Cth), s. 284(1)((c). 



  

6      Fair Work Commission Minimum Wage Panel Annual Minimum Wage Review 2016-17 Submission in Reply – 21 April 2017 
 

 

of living standards. In general, household income is a better proxy or economic 
wellbeing than individual income.29 

17. This is explored further at part 2.8 of this submission. 

2.3 Employment impacts of minimum wage setting 

18. ACOSS has asserted that “[t]here is scope to significantly increase minimum wages without 
impacting employment growth" and that “[t]here is no automatic relationship between 
minimum wage levels and overall employment and unemployment levels”.30 In support of 
these propositions it notes that real wages have increased across the decade and so has 
employment, as well as the Productivity Commission’s 2015 finding that the “evidence does 
not lead to a definitive conclusion about any effect of changes in Australia’s minimum 
wages on employment levels or hours worked”.31  

19. The Australian Chamber does not accept this theory on a number of grounds.  

20. The first of these is that the aggregate rate of unemployment is not the sole indicator of the 
strength of the labour market. The ACTU has also advanced an observation in support of 
its claim that in 2016 “[u]nemployment declined, and is within forecast”.32 However growing 
underemployment, youth unemployment and long term unemployment and a falling 
participation rate33 all point to spare capacity in the labour market which is impacting 
vulnerable groups more acutely. The Australian Government has noted that “at least part of 
the decline in the participation rate has been due to the ‘discouraged worker’ effect, as 
weaker labour market conditions have resulted in some people giving up searching for work 
or even choosing not to enter the labour market”.34 Employment growth over the year to 
February was also below the decade average.35 This is accompanied by a fall in full-time 
employment and increase in part-time employment over the past 12 months to February 
2017.36 

21. The second ground is that the Productivity Commission’s analysis did not support a finding 
that there is “[t]here is scope to significantly increase minimum wages without impacting 

                                                 
29 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 50. 
30 ACOSS Minimum Wage Submission 2017, p. 5. 
31 ACOSS Minimum Wage Submission 2017, p. 5. 
32 ACTU Submission Annual Wage Review 2016-17, para 22(a). 
33 Note the Australian Government Submission to the Fair Work Commission Annual Wage Review 2017 identifies  at para 87 
that the forecast  for the participation rate has been revised down since the 2016 Pre-Election Fiscal and Economic Outlook 
(PEFO) and it is expected to be 64½ per cent in the June quarters of 2017 and 2018. The participation rate decreased by 0.3 
percentage points over the last year, to 64.6 per cent in February 2017. 
34 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 123. 
35 ABS data suggests the level of employment increased by 0.9 per cent over the year to February 2017, below the decade 
average rate of 1.5 per cent.  
36 ABS Labour Force shows full-time employment has fallen by 23,200 (or 0.3 per cent) over the last 12 months, to 8,158,900 in 
February 2017, while part-time employment has increased by 127,800 (or 3.4 per cent), to 3,840,000. 
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employment growth". Rather, it summarised its finding its Final Report arising from its 
inquiry into the workplace relations framework as follows: 

While not definitive, the Productivity Commission’s assessment is that modest 
increases in Australia’s minimum wage are unlikely to measurably affect 
employment, but that large increases in minimum wages would reduce 
employment. How, and at what rate, such effects manifest will vary depending on 
economic conditions and other policy settings.37 

22. The Productivity Commission’s analysis led it to find that: 

Empirically, while Australia’s adult minimum wage is high by world standards, and 
the Australian econometric studies taken together suggest that minimum wages 
adversely affect employment, the number of studies is small, they are often dated 
and their findings are subject to methodological and other caveats. Internationally, 
the results of empirical studies are mixed and contested, and economists’ views 
remain split on this matter. Some other Australian evidence examined (for example, 
in relation to weekend penalty rates) supports a finding that higher minimum wages 
can cause disemployment, although that evidence is indirect and some of it mixed. 
More generally, the employment impacts of any changes in minimum wages can be 
expected to vary at different times, depending on other policy settings and broader 
economic conditions.38 

23. The Productivity Commission’s analysis of the Research Evaluation Database also 
suggested that: 

…adverse employment effects from minimum wage increases were felt more by 
‘would-be employees’ (that is, the unemployed and those outside the labour force). 
For those already in jobs, the main consequence appears to have been a reduction 
in hours worked rather than job loss39 

24. The Productivity Commission also considered limitations in relation to qualitative studies 
commissioned by the Fair Work Commission and the earlier Australian Fair Pay 
Commission that sought to examine the responses of firms to wage adjustments stating: 

The studies’ findings suggest that although wage pressures are often important in 
business decisions, some minimum wage adjustments will have little immediate 
impact on the decisions of many existing businesses as to how many staff to 

                                                 
37 Productivity Commission, Workplace Relations (2015), p. 177.  
38 Productivity Commission, Workplace Relations (2015), pp. 201-202. 
39 Productivity Commission, Workplace Relations (2015), p. 194. 
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employ. This is consistent with the FWC’s view that modest minimum wage 
adjustments will have little or no effect on employment.  

However, the studies were not well equipped to examine the cumulative effects of 
multiple minimum wage adjustments, or to identify disemployment through slower 
uptake of new staff or expansion of hours, or reduced entry of new firms or new 
jobs into minimum wage intensive sectors. Nor do they reveal what the level of 
employment might be were the minimum wage to be substantially higher or 
substantially lower than its current level. Nor were they sufficiently robust to provide 
reliable evidence.40 

25. This should warrant added caution and moderation in uprating minimum wages.  

26. The Productivity Commission went on to say that “an inability to ‘pinpoint’ the employment 
impacts of minimum wages, or to draw a straightforward and definitive conclusion on the 
matter, does not mean that sufficiently robust, albeit nuanced, conclusions cannot be 
made” and stated: 

Based on its examination of the available evidence, together with its understanding 
of the Australian economy, the Productivity Commission has concluded that 
large increases in the minimum wage bite (or indeed, steep rises in the 
minimum wage compared with product prices) would make lower-skilled, less 
experienced employees less attractive to employers and reduce employment 
on both an hours and headcount basis, particularly over the longer term 
(emphasis added).41 

27. The Australian Chamber agrees with this conclusion which tells against an increase of the 
magnitude sought by parties such as the ACTU.42 The Australian Chamber also challenges 
the ACTU claims that if its claim is accepted it will create between 35,000 and 80,000 jobs 
over the year.43The appropriate methodology for assessing employment impacts 
associated with increases to the minimum wage is complex and highly contested and the 
ACTU’s claims regarding job creation are not supported by robust analysis, appearing to be 
linked largely to potential consumption impacts without properly addressing other impacts 
associated with increasing the minimum wage in the current economic context.  

28. Of relevance in the context of persistently weak labour market conditions, the productivity 
Commission also suggested that: 

                                                 
40 Productivity Commission, Workplace Relations (2015), p. 197. 
41 Productivity Commission, Workplace Relations (2015), p. 202. 
42 ACTU Submission Annual Wage Review 2016-17, para 24. 
43 ACTU Submission Annual Wage Review 2016-17, para 23.. 
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The wage regulator should systematically consider the risks of variations in 
economic circumstances on employment and on the living standards of the low-
paid. To safeguard and expand job opportunities, it should moderate the growth in 
minimum wages whenever the employment outlook is weakening. In improved 
circumstances, minimum wages could rise at a faster pace.44 

29. The Australian Chamber agrees with this rationale which tells against large increases of the 
nature sought by unions. In its own submission ACOSS notes that “very large and rapid 
increases in award rates of pay in the early 1970s may have contributed to the rise in 
unemployment over that decade and, conversely, aggregate wage restraint may have 
contributed to the lowering of unemployment over the 1980s”.45The Australian Chamber 
notes that this may provide evidence that too great an increase in the minimum wage does 
in fact risk negative employment impacts and that constraint during times of economic 
uncertainty can play an important role in mitigating negative employment impacts. 

30. ACOSS goes on to state that “since the mid-1990s, modest real increases in minimum 
wages appear to have had little or no impact on employment or unemployment levels”.46 
However it should be noted that the Australian economy continues to transition from the 
investment phase to the production phase of the mining boom and the employment impacts 
associated with this transition are still being realised. As noted by the Australian 
Government: 

Wage flexibility (or the extent to which wages are able to move in response to 
developments in the economy) is an important adjustment mechanism in the 
economy that supports employment and facilitates the significant transition taking 
place in the economy.47 

31. Between 2003 and 2012, Australia experienced significant increases in export prices and 
booming terms of trade. The extraordinary level of capital investment in the mining sector 
during this period increased demand for labour. This dynamic translated to higher growth in 
employee earnings as described by Davis and others for the Reserve Bank of Australia: 

During the terms of trade boom, average real unit labour costs declined: the cost of 
hiring an additional worker was relatively low compared with the expected price of 
the output that the worker could help to produce and, therefore, firms tended to hire 
more workers. Firms generally sought to expand their production capacity to take 
advantage of high output prices, which led to an increase in demand for productive 

                                                 
44 Productivity Commission, Workplace Relations (2015), p. 177. 
45 ACOSS Minimum Wage Submission 2017, p. 10. 
46 ACOSS Minimum Wage Submission 2017, p. 10. 
47 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 62. 
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resources such as labour and capital and, in turn, to higher growth in employee 
earnings.48 

32. The mining boom had a number of flow-on implications for the broader labour market which 
Davis and others have also described as including: 

a. an increase in demand for inputs from other sectors with many firms benefiting from 
providing goods and services to the mining including construction, engineering, 
legal and accounting services;49 

b. greater competition for labour50 and increased pace or growth in employee 
earnings;51 

c. a range of workers transitioning from non-mining jobs to similar positions servicing 
the mining industry such as chefs, accountants and truck drivers. Mining 
employment doubled as a share of total employment and mining related 
employment in other industries also increased sharply;52 

d. Australian labour becoming less competitive relative to overseas labour as nominal 
unit labour cost growth in Australia outpaced that in many comparable economies 
and the Australian dollar appreciated.53 

33. The terms of trade have declined since their peak in 2011 and the resource production 
phase has commenced which is less labour intensive thereby reducing demand for labour 
and creating a need for adjustment. Employers have therefore sought to adjust to this by 
restraining the pace of growth in employee earnings.54 This is necessary to mitigate 
negative employment impact. Davis and others noted that: 

This flexibility in employee earnings growth has prevented real unit labour costs 
from rising. 

                                                 
48 Kathryn Davis, Martin McCarthy and Jonathan Bridges, “The Labour Market during and after the Terms of Trade 

Boom”, Reserve Bank of Australia, March 2016, p. 2. 
49 Kathryn Davis, Martin McCarthy and Jonathan Bridges, “The Labour Market during and after the Terms of Trade 
Boom”, Reserve Bank of Australia, March 2016, p. 4 
50 Kathryn Davis, Martin McCarthy and Jonathan Bridges, “The Labour Market during and after the Terms of Trade 
Boom”, Reserve Bank of Australia, March 2016, p. 4. 
51 Kathryn Davis, Martin McCarthy and Jonathan Bridges, “The Labour Market during and after the Terms of Trade 
Boom”, Reserve Bank of Australia, March 2016, p. 5. 
52 Kathryn Davis, Martin McCarthy and Jonathan Bridges, “The Labour Market during and after the Terms of Trade 
Boom”, Reserve Bank of Australia, March 2016, p. 5. 
53 Kathryn Davis, Martin McCarthy and Jonathan Bridges, “The Labour Market during and after the Terms of Trade 
Boom”, Reserve Bank of Australia, March 2016, p. 5. 
54 Kathryn Davis, Martin McCarthy and Jonathan Bridges, “The Labour Market during and after the Terms of Trade 

Boom”, Reserve Bank of Australia, March 2016, p. 7. 
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This has provided some support to aggregate employment growth and so the 
unemployment rate has not risen to the extent that might otherwise have been 
expected.55 

34. Given the flow on effects that structural adjustment is having on the non-mining sector 
(including award-reliant sectors), statutory and award minimum wages should also be 
determined in the context of economic conditions. The current context reflects low inflation, 
low interest rates, low business investment levels and lower levels of productivity. Resisting 
the temptation to increase labour costs will help the economy continue to adjust, will 
improve Australia's international competitiveness and mitigate negative employment 
impacts during what is an ongoing period of change. 

35. Of relevance to this ongoing process of adjustment, the ACTU has suggested that there is 
an “even more manifest” lack of cost pressure from the labour market relative to last year56, 
noting that Australia’s real unit labour cost grew 0.9% over the year, to September 2016, 
more slowly than most other OECD countries. However this is due to low wages growth in 
the non-award-reliant workforce and does not suggest capacity to deliver higher minimum 
wage increase to awards and the NMW which are not playing a role in contributing to that 
moderation.  

36. The ACTU has also made reference to international and Australian literature emerging 
since the last review that it contends supports its view that “raising the minimum wage in 
Australia is not found to be detrimental to the level of employment, or to bear any particular 
relationship with unemployment.”57However as noted in the ACTU submission, the Panel 
has previously noted that “the application of conclusions from US and UK research is not 
straightforward”.58This is also a point that has been made by the Productivity Commission 
which noted the importance of national context in stating: 

37. Most obviously, there are likely to be differences in the effects of changes in minimum 
wages from country to country reflecting differences particularly in:  

 the starting level and coverage of the minimum wages;  
 

 whether one or more minimum wage applies. (In some countries there are 
regional variations in minimum wages, differences in wage rates by age and 
training status and, as in Australia, hundreds of industry and occupational 
minimum wages in awards whose annual growth rates depend on the annual 
national wage case); 
 

                                                 
55 Kathryn Davis, Martin McCarthy and Jonathan Bridges, “The Labour Market during and after the Terms of Trade 

Boom”, Reserve Bank of Australia, March 2016, p. 7. 
56 ACTU Submission Annual Wage Review 2016-17, para 198. 
57 ACTU Submission Annual Wage Review 2016-17, para 103. 
58 ACTU Submission Annual Wage Review 2016-17, para 98. 
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 the tax/transfer system and job search requirements for the unemployed, which 
will affect people’s reservation wages and motivations to get a job; 

 

 other institutional arrangements, such as levels of unionisation and laws 
governing bargaining or wage setting, which may affect the extent to which 
minimum wage rises are passed on to other wages.59 

38. The Productivity Commission also stated: 

For Australia, this implies some caution in drawing lessons from studies in countries 
with significantly different institutional wage setting arrangements and lower 
minimum wages (such as the United Kingdom and especially the United States) or 
different social security systems (as many countries have, given Australia’s highly 
targeted transfer payments system and the high effective marginal tax rates it 
creates).60 

…That context matters so much provides grounds to place most emphasis on 
Australian studies when assessing the employment effects of changes in Australia’s 
minimum wages.61 

39. This does not change just because more international literature is available. Australia still 
has a much higher wage than most overseas jurisdictions (including the UK and US) and 
other aspects of employment regulation including the award system amplify the differences 
between minimum wages in Australia and overseas. In Australia superannuation, payroll 
tax and workers compensation are all payable in addition to and are affected by the 
minimum wage. One development that has emerged in the international context is the 
introduction of the living wage in the UK, however this has been introduced in the context of 
an employment law framework that is leaner and much more flexible relative to Australia’s 
and which does not have a complex system of industrial awards in place in the nature of 
those that exist in Australia that amplify the impacts of any increase. It would also be 
premature to draw conclusive findings about the impacts of the UK living wage as there will 
be a time lag effect associated with any disemployment. It should also be noted that UK 
living wage is still lower than Australia’s NMW and much lower than he majority of award 
wages on a purchasing power parity basis. The lower UK national minimum wage will also 
still apply to employees aged 24 and under as well as a lower rate for apprentices aged 
under 19 or aged 19 or over and in the first year of their apprenticeship which will help to 
mitigate disemployment effects on some vulnerable groups. 

40. Wages are a lagging indicator in the economy, not a leading indicator. Low wage growth 
internationally reflects the lingering effects of the GFC and a minimum wage is not the 

                                                 
59 Productivity Commission, 2015, Workplace Relations Framework, p. 190.   
60 Productivity Commission, 2015, Workplace Relations Framework, p. 190.   
61 Productivity Commission, 2015, Workplace Relations Framework, p. 191. 
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appropriate benchmark to lead wages growth as doing this risks higher unemployment than 
is necessary. Statutory minimum wages should not follow developments in the labour 
market and other market determined wages but should exist a safety net. If they do this, 
then increases in the minimum wage are less likely to lead to an increase in unemployment 

41. While the negative consequences associated with minimum wage changes are likely to be 
more severe in Australia than they would be overseas, this does not mean that international 
research on problems caused by the minimum wages overseas are not applicable to 
Australia. Problems identified are likely to be compounded due to the unique operation of 
the Australian system.  

2.4 Living cost pressures 

42. The ACTU has noted that increases in the costs of non-discretionary items including 
utilities relative to CPI will impact worker spending and savings.62  However increases in 
the cost of utilities and in particular the cost of electricity and gas, are disproportionately 
impacting business. Several factors are driving up wholesale electricity and gas prices 
including the closure of some baseload electricity generators, the unprecedented LNG 
developments placing strain on both the gas market and the cost and availability of gas-
fired electricity generators, record electricity demand related to the pumping of LNG gas, 
the recovery of global coal prices, and the restriction on the development of additional on-
shore gas supplies. Energy intensive industries will be particularly hard hit such as primary 
metal manufacturing, food manufacturing, basic chemicals and non-metallic mineral 
products (including building products). The latest Australian Chamber-Westpac industrial 
trends survey shows that input costs are the highest they have been in 8 years and to 
illustrate the impact of energy costs on business we have included case studies below: 

43. An Adelaide based aged care provider has told Business SA: 

I recently tendered an energy contract for several sites and the cost of net energy 
jumped from 7.9 cents/kwh to over 17 cents/kwh, this just commenced from 1 
January 2017 and was the absolute best we could get in SA, our existing retailer 
would not even match the amount, which was less than 0.3 cents/kwh so we 
switched. 

I simply cannot understand why this Government allowed Alinta Energy to shut their 
plant down when we have always had issues with the base load in this state, it must 
have been common knowledge to them and that we would have load issues, 
particularly through summer with on going load-shedding.  

                                                 
62 ACTU Submission Annual Wage Review 2016-17, para 4. 
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Unfortunately we are not in a position to pass on any of this massive cost to our 
clients and it has impacted how we now look at our strategic planning moving 
forward in this state. 

The other huge issue is the amount of power failures/cuts we experience in this 
state. I cannot understand why the Government does not look at strategies to run 
cables / infrastructure under ground which would limit the power outages through 
time and the impact on shutting power down due to trees and storms, yes it would 
be costly but so is shutting down the state every time we have a hot day or a small 
storm. 

44. The experience of regional sawmill in Australia also suggests ongoing concerns: 

While the business sells wood packaging and garden products into all Australian 
states, the majority of its recent sales growth has been export driven to countries 
throughout Asia and the Middle East.  

Electricity forms a major component of our manufacturing operation. We will 
consume an estimated 4.3 Gigawatt hours during 2016/17 at a cost of $680,000. 
Based on current South Australian energy market rates, our annual energy cost will 
increase by a projected $320,000, an energy cost increase of over 125 %. In 
addition, an increase to the South Australian LRET emission charge will add a 
further $20,000 per annum cost. 

Our export and domestic markets are competitive and price sensitive. Cost 
increases erode our market competitiveness against sawmills operating in other 
Australian states who are not experiencing the magnitude of electricity cost 
increases specific to South Australia. 

…we cannot simply pass this cost onto our export or domestic customers. We 
expect a negative impact will occur to our future employment levels as we 
endeavour to minimise production cost impacts. 

Our main concern is the high cost of business and the impact that has on our ability 
to remain competitive in the domestic markets and international markets that we 
compete in. We are already budgeting an additional $1.2 to $1.4 million in electricity 
costs for 2017 compared to 2016. 

45. As such, to the extent that rising energy costs are relevant in assessing the living standards 
of low paid employees these rising costs are disproportionately impacting business and are 
therefore also relevant to an assessment of the performance and competitiveness of the 
national economy, including productivity, business competitiveness and viability. It is 
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important that policy settings tackle the problem of increases energy costs to ensure prices 
are not exorbitant however a significant increase in the NMW and award wages is not the 
answer to this problem as doing so will only further increase the cost of doing business and 
further damage the prospects of those most vulnerable in the labour market.  

2.5 Minimum wage fixation not the solution to housing affordability 

46. ACOSS refers to the Commission’s Statistical Report in noting that 31% of low-paid 
households experienced financial stress and that one likely reason for this is the rising cost 
of housing.63 The Australian Chamber shares community concern regarding housing 
affordability however minimum wage fixation is not an appropriate way to address this 
issue. It should also be noted that while housing affordability and capacity to service debt 
are valid community concerns, these also contribute to an uncertain economic outlook and 
the Australian Chamber holds concern that the current policy ammunition is inadequate to 
deal with another external shock. 

47. While the ACTU has observed that recent movements in retail interest rates on home loans 
are impacting living costs,64 interest rate increases also impact business having the 
practical effect that the cost of capital has increased as well as placing additional pressure 
on small and family businesses that have leveraged the family home as security for 
business loans.   

48. Any negative impacts associated with too large an increase in minimum wages will also 
negatively impact a household’s capacity to sustain housing costs. 

2.6 Assertions regarding the effect of minimum wage increases on 
consumption and profit 

49. The ACTU has suggested that the increase it proposes will boost spending and profits.65 
However it must be recognised that continued low per capita income growth is a symptom 
of a soft economy and artificially raising wages to more than what business can afford is 
not a sustainable strategy for lifting income per captia incomes – a strong economy 
characterised by high productivity and strong employment growth is the way to do 
that.  The ACTU’s own chart (Figure 41, page 85) shows that there is significant slack in 
the labour market and the economy more broadly. If conditions were stronger there would 
be less unemployment and much less underemployment. It is clear that the economy 
cannot withstand a large rise in the minimum wage. The outcome sought by unions in this 
review will simply add to the ranks of the unemployed/underemployed. 

2.7 Minimum wages and the gender pay gap 

                                                 
63 ACOSS Minimum Wage Submission 2017, p. 7. 
64 ACTU Submission Annual Wage Review 2016-17, para 4. 
65 ACTU Submission Annual Wage Review, para s 22(C), 441. 
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50. The ACTU has suggested that its claim will have the “mechanical effect” of reducing the 
gender pay gap.66ACOSS has also stated that “[m]inimum wages also play an important 
role in reducing the gender pay gap” which it suggests “is caused by a combination of 
caring roles, the over-representation of women in relatively low paid caring occupations 
(including in the community services sector), and discrimination against women in hiring 
and promotions”.67  

51. The WGEA identifies the gender pay gap as the difference between average male full-time 
earnings and average female full-time earnings expressed as a percentage of male 
earnings. While the WGEA identifies the concentration of women in lower paying roles and 
industries and the concentration of men in the highest paying roles and industries” as one 
of the reasons contributing to the gender pay gap68, its scorecard suggests that this gender 
pay gap “reflects a range of complex, inter-related factors” including: 

a. “A number of interrelated work, family and societal factors, including stereotypes 
about the work women and men ‘should’ do, and the way women and men ‘should’ 
engage in the workforce”; 
 

b. “A lack of women in senior positions, and a lack of part-time or flexible senior roles”. 
It suggests that “[w]omen are more likely than men to work part-time or flexibly 
because they still undertake most of society’s unpaid caring work and may find it 
difficult to access senior roles”; 
 

c. “Women’s more precarious attachment to the workforce (largely due to their unpaid 
caring responsibilities)”; 
 

d. “Differences in education, work experience and seniority”; and 
 
e. “Discrimination, both direct and indirect”.69 

52. This complex list of factors is relevant to a range of intertwining issues related to gender, 
some of which are addressed through other regulatory settings such as the anti-
discrimination framework. What is clear is that minimum wage fixation is unlikely to be an 
effective tool for addressing the complex factors contributing to the gender pay gap. As 
noted by the Australian Government in its submission, the Panel’s decisions regarding the 
NMW and award wages are not well suited to addressing the complex factors contributing 
to gender pay inequity given the gender pay gap is greatest among high income earners.70 

53. It is also important to note that where wages are determined in accordance with an 
industrial instrument (i.e. a modern award or enterprise agreement) they are determined on 

                                                 
66 ACTU Submission Annual Wage Review, para 21. 
67 ACOSS Minimum Wage Submission 2017, p. 9. 
68 Workplace Gender Equality Agency. Australia’s gender equality scorecard, November 2016, p. 4. 
69 Workplace Gender Equality Agency, International gender equality statistics, May 2016. 
70 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 30. 
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a gender neutral basis and are given legal effect to via the scrutiny and decision making of 
the Fair Work Commission. The Act provides that a modern award must not discriminate 
against an employee because of, or for reasons including, the employee’s race, colour, 
sex, sexual orientation, age, physical or mental disability, marital status, family or carer’s 
responsibilities, pregnancy, religion, political opinion, national extraction or social origin.71 

54. Another legal remedy is contained within Part 2-7 of the Act which creates a statutory 
scheme to ameliorate differences in remuneration for work that is of equal or comparable 
value. The Explanatory Memorandum to the Act indicates that this “allows comparisons to 
be carried out between different but comparable work” and “relies on job and skill 
evaluation techniques”. This requires proper comparator groups to compare the value of 
work in question on the basis of gender and the identification of such groups as well as the 
practice of job and skill evaluation is a complex and contentious exercise. There are a 
range of considerations that may be relevant to the exercise of the discretion to make an 
equal remuneration order. As recently set out in a decision of the Full Bench of the Fair 
Work Commission, in the exercise of such discretion there are a range of factors the Fair 
Work Commission must take into account including the matters identified in sections 
302(4), 578 and 3 of the Act. The nature and assessment of the relevant factors will 
depend on the circumstances of the case and considerations that may be relevant to the 
exercise of the discretion include, without limitation: 

a. the circumstances of the employees to whom the order will apply; 

b. eliminating gender based discrimination; 

c. the capacity to pay of the employers to whom the order will apply; 

d. the effect of any order on a range of economic considerations, including any impact 
on employment, productivity and growth; 

e. the effect of any order on the promotion of social inclusion by its impact on female 

f. participation in the workforce; and 

g. the effect of any order on enterprise bargaining.72 

55. It is clear that understanding the reasons for pay differentials requires a degree of rigour to 
carefully scrutinise and determine on an objective basis what employees are paid and why. 
A conclusion that gender is the cause of any wage disparity arising from such analysis is 
not one that cannot validly be made solely on the discovery of wage differentials. 

                                                 
71 Fair Work Act 2009 (Cth), s 153. 
72 Equal Remuneration Decision [2015] FWCFB 8200. 
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56. In the context of this framework, the Australian Chamber does not consider that the Panel’s 
requirement to take into account “the principle of equal remuneration for work of equal or 
comparable value” as referenced in the minimum wage objective73and modern awards 
objective74 should be interpreted as requiring a higher increase in statutory and award 
minimum wages by reason that more women are recipients of wages of this nature. 

57. Of note, HILDA survey data suggests that in 2015 about 56.4% of low-paid workers were 
female while 43.6% were male.75 The Australian Government has also correctly identified 
that women are likely to be particularly at risk from any impacts minimum wage setting has 
on employment given they are a larger proportion of the low paid.76  

2.8 Relationship between minimum wages and social security settings 

58. The ACTU has suggested that “[t]he costs of childcare related to work are the biggest cost 
of working for both males and females”.77 The Australian Chamber supports access to 
affordable childcare as this has a strong correlation with workforce participation rates. 
However as ACOSS has stated “[t]he NMW should not be directly designed to cover the 
costs of children because that role is best performed by the social security system”.78  The 
Australian Chamber agrees and considers that rising costs for low income households is 
more appropriately addressed through the welfare system and other policies   not lifting the 
minimum wage which will further harm the prospects of those most vulnerable in the labour 
market.  

59. ACOSS does however state that “in assessing the living standards of low paid workers and 
their families, the Commission should take account of changes in social security settings”.79 

60. As noted by the Australian Government in its submission, the tax-transfer system in 
Australia is highly targeted toward low-income households, particularly families with 
children.80 The Australian Government also noted in its submission that shares the view of 
the Panel’s 2014 decision, which stated that “increases in minimum wages are a blunt 
instrument for addressing the needs of the low-paid” (Paragraph 360), since some low-paid 
people live in households with high effective marginal tax rates, and others live in 
households with relatively high disposable incomes.81  

                                                 
73 Fair Work Act 2009 (Cth), s 284(1)(d). 
74 Fair Work Act 2009 (Cth), 134(1)(e). 
75 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 48. 
76 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 30. 
77 ACTU Submission Annual Wage Review 2016-17, para 438. 
78 ACOSS Minimum Wage Submission 2017, p. 11. 
79 ACOSS Minimum Wage Submission 2017, p. 11. 
80 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 28. 
81 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 30. 
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61. The Productivity Commission has also observed that “[t]he benefits of minimum wage 
adjustments are spread throughout the income distribution, but favour middle income 
households. People in lower-income households benefit less, although for some people on 
lower incomes, the minimum wage is an important component of their total income”.82 The 
Productivity Commission’s analysis suggested that the impact minimum wage fixation had 
on the living standards of people at the lower end of the household income distribution is 
likely to be relatively limited because: 

 the direct benefits of a minimum wage change increase will be spread throughout 
the income distribution because many minimum wage workers reside in higher 
income households  

 for many lower income households, transfer payments represent a more significant 
share of net household income than do wages  

 those minimum wage earners located in the bottom quintile tend to work relatively 
fewer hours on average.83 

2.9 Youth unemployment 

62. ACOSS has stated that “[a]lthough employment for young people is generally more 
sensitive to wage levels than for adults, there is no convincing evidence to indicate that the 
present minimum wage levels for young people have reduced their employment prospects 
relative to workers in other age groups”.84 However as noted by the Australian Government 
in its submission: 

A number of groups (including long-term unemployed people and youth) continue to 
experience weak outcomes in the labour market. Members of these groups are 
more likely to seek employment in low-paid jobs and are therefore likely to be more 
adversely affected by any slowing in the economy or below-trend employment 
growth. They also tend to possess characteristics (for example, less experience, 
greater time out of the labour market, lower skill levels) that may predispose them 
to labour market disadvantage.85 

63. The Australian Chamber is not advocating for a cut in the NMW or award wages as a part 
of this review and while contention will arise when debating the extent to which the current 
level of wages is exacerbating poor labour market outcomes for young people, a large 
increase in the NMW and award wages in current labour market conditions will further 
dampen their prospects. Of note, the Australian Government submission also referred to 

                                                 
82 Productivity Commission, Workplace Relations (2015), p. 177. 
83 Productivity Commission, Workplace Relations (2015), p. 219. 
84 ACOSS Minimum Wage Submission 2017, p. 35. 
85 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 130. 
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indicators suggesting a deterioration of labour market conditions for persons aged 15-24 
years including: 

a. employment decreasing by 29,500 or 1.6 %  over the year to February 2017; 

b. the youth unemployment rate rising from 12.1 % in February 2016 to 13.3 % in 
February 2017.86 

64. This is accompanied by an increase in youth disengagement driven by the 20-24 year old 
cohort with disengagement for this group rising from 11.9 % in September 2008 to 15.3 % 
in February 201787 with the Australian Government noting that “many are at risk of 
ultimately failing to make a successful transition to employment”.88 

65. The Australian Chamber also reiterates the points made in paragraph 127, Table 4 and 
Table 5 of its submission which demonstrate the heightened problem with youth 
unemployment in particular states and regions. 

66. Since 2012, we have observed a steep decline in apprenticeship commencements. 
Changes in incentive arrangements are often identified as a contributing cause however it 
should not be overlooked that in 2012 the Fair Work Commission commended a review of 
wages for apprentices, trainees and juniors and in 2013 made the decision to increase the 
first year apprentice rate of pay, increase rates for first and second year apprentices who 
completed year 12 and increase rates for adult apprentices. At the very least, the significant 
increases do not appear to have had a positive impact on commencements. It is likely that 
they have had the opposite effect. 

67. As such, the Australian Chamber also has concern with ACOSS’ proposition that increasing 
apprentice wages may be a part of the solution to the decline in apprenticeships89 in the 
current context. In support of its proposition ACOSS states “[c]ompared with young people, 
adult apprentices are paid much closer to standard wage rates for their classification. There 
is no evidence to suggest that this has discouraged employers from engaging them”.  

68. However this proposition overlooks the fact that adult apprenticeships have been declining 
since 2014, albeit at a slower pace. While this may be in part attributable to changes in 
incentive arrangements, it is also likely to reflect a weak business investment environment 
and labour market given that human capital investment is a feature of the model of 

                                                 
86 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 137. 
87 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 139. Disengagement 
refers to youth that are not in work and not attending full-time education. 
88 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 138. 
89 ACOSS Minimum Wage Submission 2017, p. 35. 
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apprenticeships.90  It is not surprising that the decline in adult apprenticeships is occurring 
at a slower pace given that adult apprentices are much more likely to be an existing worker, 
therefore having an established relationship with the employer, and to have attained a 
highest previous qualification of certificate III or above which may reflect a higher 
productive capacity.91 

Chart X- Commencements in 12 months ending 30 June, 1963-2016 ('000) (all ages) 

 

Source: (NCVER, 2016) Historical time series of apprenticeships and traineeships in Australia, from 1963 

Chart X- Apprenticeship and traineeship commencement rates by trade/non-trade 
occupations for 25 to 64-year-olds, 1996–2016 (%) 

 

Note: Commencements are based on financial year starting from July 1995 to June 1996 and ending with July 2015 to 
June 2016. The rate is expressed as commencements as a proportion of the 25 to 64-year-old labour force.  

Source: (NCVER, 2016) The changing nature of apprenticeships: 1996–2016 using data from NCVER National 
Apprentice and Trainee Collection, September 2016; ABS Labour force Australia cat. no. 6291.0.55.001, cube LM1.  

                                                 
90  See for example Dr Tom Kamel for the Fair Work Commission,  Research Report 3/2017  Factors affecting apprenticeships 
and traineeships, citing Karmel amd Mlotjowski (2010) p 30. 
91 Jo Hargreaves, John Stanwick & Peta Skujins of  NCVER,  The changing nature of apprenticeships: 1996–2016  (2016), p . 5. 
Note 36 percent of apprentcies 25 years of age or over are existing workers compared with 4.7 per cent of 15-24 year olds. 44.7 
percent of apprentices aged 25-64 are likely to have a highest previous qualification of certificate III or above compared with 10.1 
per cent of 25-64 year olds. 

https://www.ncver.edu.au/data/data/all-data/historical-time-series-of-apprenticeships-and-traineeships-in-australia-from-1963-to-2016
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69. Apprenticeships play a critical role in providing a pathway to sustainable employment and 
care needs to be taken to ensure that opportunities to participate in this form of training are 
made available. NCVER data suggests that over 90 % of younger and older apprentices in 
the trades and almost 80 % in both categories in non-trades areas were employed after 
training.92 Too high an increase in the minimum wage risks further contraction of 
apprenticeship and traineeship opportunities in the market and this will have further 
negative consequences for the nation’s productivity if we are unable to develop the skills 
pipeline. Building the skill level of the nation is a critical pathway to sustaining high wages. 

2.10 Productivity 

70. The ACTU places a strong emphasis on labour productivity as a means of advancing its 
case for a higher wage increase stating that “[w]hen labour productivity increases above 
the rate increases of wages, it is an indication that wages are not reflecting the contribution 
of labour to output”.93 However this ‘tit for tat’ style assertion oversimplifies the Panel’s 
consideration of productivity as well as the range of considerations that the statutory 
framework requires it to balance. The Australian Chamber also maintains that distribution of 
productivity gains is best achieved through enterprise bargaining and not through the safety 
net.  

71. In previous reviews Australian Chamber has also emphasised that labour productivity 
needs to be interpreted carefully, for a number of reasons as summarised at paragraphs 
91-100 of the Australian Chamber’s initial submission. 

72. It is also worth noting that labour productivity in key sectors with higher levels of award-
reliance is lower than across the market sector as a whole. The Australian Government 
submission notes that: 

In the 5-year period to 2015-16, (labour) productivity in the whole economy grew by 
1.8 %, while productivity in the (16-industry) market sector grew by 2.3 %. Over this 
period, productivity in the award-reliant, retail and accommodation and food 
services industries grew by 1.9 and 0.8 % respectively, below market sector 
growth.94 

In 2015-16, productivity in the whole economy grew by 0.9 %, while market sector 
productivity grew by 1.5 %. In the retail and accommodation and food services 
industries, productivity growth was also less than market sector growth at 0.8 and 
0.2 % respectively.95  

                                                 
92 Jo Hargreaves, John Stanwick & Peta Skujins of  NCVER,  The changing nature of apprenticeships: 1996–2016  (2016), p . 
14. 
93 ACTU Submission Annual Wage Review 2016-17, para 166. 
94 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 99. 
95 Australian Government Submission to the Fair Work Commission Annual Wage Review 2017, para 100. 



  

23      Fair Work Commission Minimum Wage Panel Annual Minimum Wage Review 2016-17 Submission in Reply – 21 April 2017 
 

 

73. Multi-factor productivity is a more comprehensive measure of productivity and it is worth 
reiterating that current productivity growth still falls well short of the sustained, stronger 
productivity growth of previous decades. As noted in the Australian Chamber’s initial 
submission, the Productivity Commission has noted that since 2004 multi-factor productivity 
has stalled and that low wage growth and falling fixed capital investment suggest that a 
weak income outlook may persist past the decline in Australia’s terms of trade and that 
even returning to the much higher labour productivity growth of the 1990s would not be 
enough to maintain the per capita income growth Australia enjoyed in the 2000s given the 
drag from the declining terms of trade and ageing population over the next decade.96 It is 
important that policy settings are sensitive to this stark reality. 

2.11 Economic growth 

74. The ACTU has suggested that economic growth continues beyond many expectations97. 
However while we have seen optimistic forecasts with regard to the year ahead, as noted 
at paragraph 137 of the Australian Chamber’s initial submission, the IMF forecast Australia 
to grow by 2.9 % in 2016, however this fell short with 2.4 % growth observed. Both 
Treasury and the RBA also downgraded their medium term GDP growth forecast.98  

75. The ACTU has acknowledged that GDP growth has not recovered to pre GFC level but 
attributes slow growth in wages as one of the reasons that GDP has not recovered.99 

However as noted by the Panel in its 2015-16 AWR Decision, the fall in aggregate wages 
growth to historically low levels and is contributing to the process of adjusting to the 
downturn in the terms of trade.100 The Australian Chamber does not want Australia to be a 
low wage economy. Australian Chamber policies have consistently promoted increased 
wages and improved living conditions via measures that will grow Australia’s national 
prosperity. However in the current economic context constraint in wage growth is helping to 
mitigate disemployment effects. 

76. The ACTU has suggested that “[c]learly the economy can continue to grow through 
structural transition past the mining boom phase”101 and the Australian Chamber remains 
optimistic that thus can occur with the right policy settings in place. However while non-
mining investment has begun to pick up in NSW and Victoria, this is concentrated around 
the capital cities and these were the states least affected by the declines in the terms of 
trade and end of the mining boom. In Western Australia and Queensland there is little 
evidence of a pick-up in non-mining investment and mining investment is still trending 
lower. The Australian Chamber maintains that the performance of capital cities in two 

                                                 
96 Productivity Commission, ‘Increasing Australia’s future prosperity’. November 2016, p. 1.   
97ACTU Submission Annual Wage Review 2016-17, para 3. 
98

 Note also RBA had forecast year-ended growth of 2½ - 3½ per cent for 2016 (the RBA downgraded its assessment to 2 per 

cent after the end of the calendar year in its February 2017 Statement on Monetary Policy).  
99 ACTU Submission Annual Wage Review 2016-17, para 147. 
100 [2016] FWCFB 3500 at [51].   
101 ACTU Submission Annual Wage Review 2016-17, para 152. 
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states should not lead to a higher increase that what is reasonable when considering 
conditions elsewhere.  

2.12 Business survival rates 

77. The ACTU has advanced low levels of business bankruptcy in support of its claim.102 
However as noted in Part 3.5 of the Australian Chamber’s initial submission business-
related bankruptcies have increased since the time of the 2015-16 AWR Decision. Many 
key award-reliant industries also have lower survival rates lower profit margins, strong or 
intense competition and relative to other industries. Strong growth in the number of 
businesses is also contained to a few industries as can be seen in Table 10 of the ACTU’s 
initial submission. The challenging circumstances confronting the retail sector as a major 
employer of young and low skilled people can be seen from this table and is particularly 
concerning. Negative growth in the number of retail businesses in the economy is also 
accompanied by negative growth in the number of employees and hours worked. 

2.13 Penalty rates 

78. The SDA has submitted that “if it is implemented of [sic] the Penalty Rates Decision will 
cause General Retail Industry Award 2010, Fast Food Industry Award 2010 and the 
Pharmacy Industry Award 2010 (the SDA Awards) to no longer provide employees covered 
by these Awards (the relevant employees) with a safety net of fair minimum wages”.103 The 
Australian Chamber rejects this submission which is fundamentally at odds with the 
Decision of the Full Bench of the Fair Work Commission which spent two years weighing 
up the evidence of almost 140 expert witnesses, including those put forward by the union 
movement, before reaching its considered decision that spans over 500 pages.  

79. As noted by the ACTU, the Full Bench has suggested a need for appropriate transitional 
arrangements to mitigate the impacts of reductions in penalty rates and has not at the time 
of writing determined what these transitional arrangements will be.104 As at the date of this 
submission we understand United Voice does intend to seek a judicial review of the 
decision, but little further information is available.  

80. However the SDA has sought an additional 10% in wage increases on top of those sought 
by the ACTU, if the penalty rate reductions come into effect105 and ACTU has 
foreshadowed that in the event that additional information becomes available ahead of 
consultations, it would seek the opportunity to contend for an adjustment to modern award 
wages to take into account the impacts of the Penalty Rates Decision106. Apparently, this 

                                                 
102 ACTU Submission Annual Wage Review 2016-17, para 22(b). 
103 SDA Submission Annual Wage Review 2016/17, para 3. 
104 ACTU Submission Annual Wage Review 2016-17, paras 16 and 17. 
105 SDA Submission Annual Wage Review 2016/17, paras 11-16.. 
106 ACTU Submission Annual Wage Review 2016-17, para 19, SDA Submission Annual Wage Review 2016-17 
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would be in addition to the $45 it is seeking. In this regard it references extracts from the 
Penalty Rate Decision, including: 

The ‘needs of the low paid’ is a consideration which weighs against a reduction in 
Sunday penalty rates. But it needs to be borne in mind that the primary purpose of 
such penalty rates is to compensate employees for the disutility associated with 
working on Sundays rather than to address the needs of the low paid. The needs of 
the low paid are best addressed by the setting and adjustment of modern award 
rates of pay (independent of penalty rates).107 

81. In the Australian Chamber’s submission, this statement cannot to be understood as an 
invitation to lift minimum wages to neutralise the effects of the penalty rates decision. 
Rather, a consideration of the needs of the low paid in the context of minimum wage 
fixation and a consideration of the appropriate rate of additional compensation to be 
provided to someone for the disutility of working on a Sunday in certain industries are quite 
separate and independent considerations.  

82. However this is not to say that the level of the award wage was irrelevant to the Fair Work 
Commission’s consideration of the appropriate rate of additional compensation to be 
provided to someone for the disutility of working on a Sunday, public holiday or particular 
shift. The Fair Work Commission noted that in the proceedings it was “considering whether 
the modern awards objective in relation to the penalty payments they prescribe for working 
at certain times”108. It was aware of the rate of those payments in arriving at its decision.  

83. In undertaking its reviews of modern awards and of wages the Fair Work Commission is 
asked to balance broad ranging and competing considerations as required by the statutory 
framework, In turning itself to the statutory context that applied to its Penalty Rates decision 
the Full Bench stated: 

In addition to s.156 a range of other provisions in the FW Act are relevant to the 
Review: s.3 (objects of the Act); s.55 (interaction with the NES); Part 2-2 (the NES); 
s.134 (the modern awards objective); s.135 (special provisions relating to modern 
award minimum wages); Divisions 3 (terms of modern awards) and 6 (general 
provisions relating to modern award powers) of Part 2-3; s.284 (the minimum 
wages objective); s.577 (performance of functions and exercise of powers of the 
Commission); s.578 (matters the Commission must take into account in performing 
functions and exercising powers); and Division 3 of Part 5-1 (conduct of matters 
before the Commission) (emphasis added).109 

                                                 
107 [2017] FWCFB 1001 at [823]. 
108 [2017] FWCFB 1001 at [102]. 
109 [2017] FWCFB 1001 at [105]. 
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84. In its arriving at its Penalty Rates Decision the Commission expressly considered ‘relative 
living standards and the needs of the low paid’ as it was required to do by section 134(1)(a) 
however when balancing this consideration up against the other statutory considerations 
relevant to its decision it still found that some of the existing penalty rates in the hospitality, 
retail and pharmacy industries were neither fair nor relevant and therefore failing to meet 
the modern awards objective. 

85. It would be inappropriate for minimum wage fixation to be applied as a vehicle to somehow 
“neutralise” a decision to adjust penalty rates in awards that were found not to be neither 
fair nor relevant. To do so would be contrary to the considerations that the Panel is required 
to take into account including the Act’s overarching objectives as contained within section 
3, the minimum wages objective in section 284(1) and the modern awards objective itself 
as contained 134(1) of the Act.  

86. This review is not the place to re-argue the penalty rates decision however in the context of 
the ACTU’s submission, it is worth highlighting the following findings from the Penalty 
Rates Decision: 

a. while made in consideration of the relevance of minimum wage studies to its 
decision, the Fair Work Commission noted that “minimum wage adjustments are 
very different to changes in penalty rates. Penalty rates are a form of extra payment 
received for working specific hours of days of the week, while minimum wages are 
not confined to these restrictions and must be paid on all days”;110 

b. the current level of penalty rates is having the effect that employers are closing 
stores, restricting trading hours, limiting the activities performed, operating with less 
experienced junior employees or seeing owner operators work instead of rostering 
on employees.111 A reduction in penalty rates will likely see more stores being open 
on the affected days, increased trading hours a reduction in hours by some owner 
operators and an increase in overall hours worked.112 Reducing penalty rates may 
have a modest positive effect on employment113(albeit difficult to quantify); 

c. some of the existing penalty rates in the hospitality, fast food, retail and pharmacy 
industries are neither fair nor relevant.114   

87. Without detracting from the fact that it would be inimical to increase wages by an amount 
that would seek to neutralise the effects of the modest change given the Fair Work 
Commission’s decided was necessary to provide a fair and relevant safety net. It is also 

                                                 
110 [2017] FWCFB 1001 at [637]. 
111 [2017] FWCFB 1001 at [1619]. 
112 [2017] FWCFB 1001 at [1620]. 
113 [2017] FWCFB 1001 at [688]. 
114 [2017] FWCFB 1001 at [885], [1388],[1701],[1877], [1948]. 
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worth noting that the decision will only apply to employees who are working on the following 
days in the following industries: 

a. employees to whom the Hospitality Award applies and who: 

i. are full-time or part-time and work on a Sunday; 

ii. work on a public holiday; 

b. employees to whom the Fast Food Award applies and who: 

i. are level 1 employees and work on a Sunday; 

ii. work between 6am and 7am or between 9pm and 10pm; 

iii. work on a public holiday; 

c. employees to whom the Retail Award applies and who are work on a Sunday or 
public holiday; 

d. employees to whom the Pharmacy Award applies and who work on a Sunday 
between 7am and 9pm or on a public holiday; 

e. employees to whom the Restaurant Award applies and who: 

i. work between 6am and 7am; 

ii. are full-time or part-time and working on a public holiday. 

88. The Australian Government has estimated that this amounts to 3-4 % of the whole 
workforce employees at its highest estimate (less than 20 % of the 22.7 % of the workforce 
who are award-reliant employees).115 While it is true that these industries are characterised 
by higher levels of award-reliance and low-paid employees, many of these industries have 
other notable characteristics including higher representation of SMEs, higher levels of 
youth and low-skilled employment, lower survival rates, strong or intense competition and 
lower profit margins relative to other industries. 

89. It is also worth noting that we have previously seen adjustments in penalty rates arising 
from award modernisation, such as the increase in rates experienced when employees in 

                                                 
115 Australian Government Submission to the Fair Work Commission concerning the 4 yearly review of modern Awards – penalty 
rates AM2014/305, 24 March 2017, Attachment A, p 14. 
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retail trade in NSW moved from the Shop Employees Award to the General Retail Industry 
Award 2010. These circumstances did not previously move the Panel to moderate its wage 
decision in a manner that would offset these and other increases in labour costs arising 
from award modernisation.  

2.14  Increase in award-reliance 

90. The ACTU has observed the increase in the proportion of employees paid according to an 
award in recent years, the recent fall in the number of workers on collective agreement and 
has stated that “[i]t would not appear that the slow growth in the minimum wage and 
awards had encouraged an increase in the numbers on collective agreements”.116 The 
Australian Chamber does not accept that growth in the minimum wage and awards has 
been slow. In recent times it has exceeded private sector wage growth as well as inflation. 

91. The ACTU has also noted that the Panel has said in its AWR 2015-16 Decision that it was 
“…not satisfied that the recent decline in agreement approvals is a consequence of the 
level of minimum wage adjustments in Recent reviews”117 and that the available research 
instead “points to a complex mix of factors that may contribute to employee and employer 
decision-making about whether or not to bargain”.118  

92. Some of this may be compositional, reflecting a shift towards services in our economy and 
we acknowledge that it can be difficult to formally bargain in enterprises with low margins 
where labour costs form a high proportion of operating costs, however is inescapable that 
something is turning potential users off the bargaining system. There are a number of 
structural problems within the workplace relations framework that exist as disincentives to 
bargain.  

93. The principal concerns the Australian Chamber hears from its members include: 

a. The complexity of enterprise bargaining under the Act requiring legal / expert 
representation that can be cost prohibitive for smaller businesses. 

b. The risks of industrial action for medium to larger employers that pursue bargaining 
under the Act (particularly compared to preceding legislation). 

c. The myriad of procedural landmines or points of potential error in the system, at 
which enterprise bargaining can go wrong despite the best will and advice; 

                                                 
116 ACTU Submission Annual Wage Review 2016-17, para 44. 
117 ACTU Submission Annual Wage Review 2016-17, para 73. 
118 ACTU Submission Annual Wage Review 2016-17, para 25. 
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d. The experiences of employers who have fallen foul of the Act and seen their 
workplace relations go backwards as a function of having attempted to bargain 
under the Act. 

e. The impractical application of the Better Off Overall Test (BOOT), and the danger of 
agreements that are approved being overturned. 

94. However the current level of the safety net, comprised of minimum wage rates that are 
among the highest in the developed world overlayed by complex award conditions, exists 
as a costly foundation for bargaining during a time of subdued productivity and at the very 
least, cannot be said to be encouraging collective bargaining. The Australian Chamber 
does receive feedback from its membership that this is acting as a distinctive to bargain.  

95. The ACTU has also stated that “[t]he shift of award reliant workers towards employment in 
larger businesses does not suggest that award increases would be a particular imposition 
on smaller businesses as their share of workers on awards is declining anyway”. 119 
However the ACTU has not properly addressed in its submission why this is occurring. It is 
clear that award reliance is increasing and this is not attributable to more small businesses 
engaging in bargaining. It therefore means that either small businesses are opting to pay 
other than pursuant to a modern award (i.e. through common law contracts) or their 
contribution to employment is reducing overall. If it is the latter, this is highly problematic 
and large wage increases will only further constrain small business employment. If it is the 
former this is unsurprising given small business experience with the awards.  

96. A study commissioned by the Fair Work Commission to elicit insights from small 
businesses with between 1 and 19 employees, that are end-users of the awards, showed:  

a. the ‘layout of modern awards elicited negative sentiment and was considered 
daunting’;120  

b. the awards ‘were seen as difficult to use, but in-line with their low expectations of a 
government, regulatory/policy document, i.e. complex and challenging’;121  

c. the awards were considered to be ‘convoluted’, ‘complex’, ‘ambiguous’, ‘of 
questionable relevance’ and written for the benefit of ‘bureaucrats and lawyers’;122  

                                                 
119 ACTU Submission Annual Wage Review 2016-17, para 65. 
120 A Qualitative Research Report on: citizen co-design with small business owners, prepared by Sweeney Research for the Fair 
Work Commission, August 2014, p. 5.   
121 A Qualitative Research Report on: citizen co-design with small business owners, prepared by Sweeney Research for the Fair 
Work Commission, August 2014, p. 5.   
122 A Qualitative Research Report on: citizen co-design with small business owners, prepared by Sweeney Research for the Fair 
Work Commission, August 2014, p. 6.   
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d. there is little confidence in the modern awards and the ‘lack of certainty was 
disempowering for small business owners in the study’ leading to ‘active 
avoidance’.123 

97. The small businesses participating in the study reported working in a constantly changing 
business world characterised by “[i]ncreasing demands of customers, a more aggressively 
competitive market, increased burden of administration, the constant change of regulation 
and a more assertive workforce”.124 The small businesses highlighted their time challenges 
and need to minimise negative productivity impacts in their efforts to compete and remain 
profitable in a demanding, competitive and uncertain environment and the complexity of the 
awards against this backdrop creates apprehension and encourages strategies to enable 
small businesses to avoid them. The study found:   

A key implication of the current modern award information architecture is that low 
expectations and poor experiences were acting as barriers to using the modern 
awards for the participants. At the same time, participants were acutely aware of 
needing to adhere to and follow the modern awards.  

 
To manage this apprehension, most participants reported simply paying a little 
above modern award pay rates as a form of insurance, so they didn’t get caught 
out. They also reported providing basic holiday and leave entitlements but relied on 
reaching some understanding with employees about many of the other provisions 
around breaks and penalties. Some participants were changing their employment 
practises in order to avoid dealing with the modern awards, i.e. not hiring or moving 
toward contract labour.  

In summary, the challenges faced by the smaller end of the business community 
suggest that regulatory documents will struggle to have optimal impact if not 
presented in a manner that demonstrates an appreciation of the needs and 
capabilities of the end-user. Information that is too hard to deal with may result in 
‘best guess’ solutions or avoidance of the document altogether.125 

98. It is therefore likely that any increased prevalence of small businesses identifying ‘Over 
Award’ as their main method of setting pay as identified by the ACTU126 is not evidence of 
a greater capacity to pay but is rather evidence of adoption of a ‘coping strategy’ in the 
context of a highly complex system of regulation. 

  
                                                 
123 A Qualitative Research Report on: citizen co-design with small business owners, prepared by Sweeney Research for the Fair 
Work Commission, August 2014, p. 5.   
124 A Qualitative Research Report on: citizen co-design with small business owners, prepared by Sweeney Research for the Fair 
Work Commission, August 2014, p. 5.   
125 A Qualitative Research Report on: citizen co-design with small business owners, prepared by Sweeney Research for the Fair 
Work Commission, August 2014, p. 7.   
126 ACTU Submission Annual Wage Review 2016-17, para 89. 
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About the Australian Chamber  

The Australian Chamber of Commerce and Industry is the largest and most representative 
business advocacy network in Australia. We speak on behalf of Australian business at home and 
abroad.  

Our membership comprises all state and territory chambers of commerce and dozens of national 
industry associations. Individual businesses are also able to be members of our Business Leaders 
Council. 

We represent more than 300,000 businesses of all sizes, across all industries and all parts of the 
country, employing over 4 million Australian workers. 

The Australian Chamber strives to make Australia a great place to do business in order to improve 
everyone's standard of living.  

We seek to create an environment in which businesspeople, employees and independent 
contractors can achieve their potential as part of a dynamic private sector. We encourage 
entrepreneurship and innovation to achieve prosperity, economic growth and jobs. 

We focus on issues that impact on business, including economics, trade, workplace relations, work 
health and safety, and employment, education and training. 

We advocate for Australian business in public debate and to policy decision-makers, including 
ministers, shadow ministers, other members of parliament, ministerial policy advisors, public 
servants, regulators and other national agencies. We represent Australian business in international 
forums.  

We represent the broad interests of the private sector rather than individual clients or a narrow 
sectional interest.  
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Australian Chamber Members 
AUSTRALIAN CHAMBER MEMBERS: BUSINESS SA  CANBERRA BUSINESS CHAMBER CHAMBER OF COMMERCE 

NORTHERN TERRITORY  CHAMBER OF COMMERCE & INDUSTRY QUEENSLAND CHAMBER OF COMMERCE & 

INDUSTRY WESTERN AUSTRALIA  NEW SOUTH WALES BUSINESS CHAMBER TASMANIAN CHAMBER OF 

COMMERCE & INDUSTRY  VICTORIAN CHAMBER OF COMMERCE & INDUSTRY MEMBER NATIONAL INDUSTRY 

ASSOCIATIONS: ACCORD –  HYGIENE, COSMETIC & SPECIALTY PRODUCTS INDUSTRY AGED AND COMMUNITY 

SERVICES AUSTRALIA  ARAB CHAMBER OF COMMERCE AND INDUSTRY AUSTRALIA AIR CONDITIONING & 

MECHANICAL CONTRACTORS’ ASSOCIATION  ASSOCIATION OF FINANCIAL ADVISERS ASSOCIATION OF 

INDEPENDENT SCHOOLS OF NSW  AUSTRALIAN SUBSCRIPTION TELEVISION AND RADIO ASSOCIATION 

AUSTRALIAN BEVERAGES COUNCIL LIMITED   AUSTRALIAN DENTAL ASSOCIATION  AUSTRALIAN DENTAL 

INDUSTRY ASSOCIATION AUSTRALIAN FEDERATION OF EMPLOYERS & INDUSTRIES  AUSTRALIAN FEDERATION 

OF TRAVEL AGENTS AUSTRALIAN HOTELS ASSOCIATION AUSTRALIAN INTERNATIONAL AIRLINES 

OPERATIONS GROUP AUSTRALIAN MADE CAMPAIGN LIMITED AUSTRALIAN MINES & METALS ASSOCIATION 

AUSTRALIAN PAINT MANUFACTURERS’ FEDERATION  AUSTRALIAN RECORDING INDUSTRY ASSOCIATION  

AUSTRALIAN RETAILERS ’  ASSOCIATION  AUSTRALIAN SELF MEDICATION INDUSTRY AUSTRALIAN STEEL 

INSTITUTE AUSTRALIAN TOURISM INDUSTRY COUNCIL  AUSTRALIAN VETERINARY ASSOCIATION BUS 

INDUSTRY CONFEDERATION BUSINESS COUNCIL OF CO-OPERATIVES AND MUTUALS  CARAVAN INDUSTRY 

ASSOCIATION OF AUSTRALIA CEMENT CONCRETE AND AGGREGATES AUSTRALIA  CHIROPRACTORS' 

ASSOCIATION OF AUSTRALIA CONSULT AUSTRALIA CUSTOMER OWNED  BANKING ASSOCIATION  CRUISE 

LINES INTERNATIONAL ASSOCIATION  DIRECT SELLING ASSOCIATION OF AUSTRALIA  EXHIBITION AND EVENT 

ASSOCIATION OF AUSTRALASIA  FITNESS AUSTRALIA HOUSING INDUSTRY ASSOCIATION HIRE AND RENTAL 

INDUSTRY ASSOCIATION LTD LARGE FORMAT RETAIL ASSOCIATION LIVE PERFORMANCE AUSTRALIA MASTER 

BUILDERS AUSTRALIA  MASTER PLUMBERS’ & MECHANICAL SERVICES ASSOCIATION OF AUSTRALIA MEDICAL 

TECHNOLOGY ASSOCIATION OF AUSTRALIA MEDICINES AUSTRALIA  NATIONAL DISABILITY SERVICES 

NATIONAL ELECTRICAL & COMMUNICATIONS ASSOCIATION NATIONAL EMPLOYMENT SERVICES ASSOCIATION 

NATIONAL FIRE INDUSTRY ASSOCIATION NATIONAL RETAIL ASSOCIATION NATIONAL ROAD AND MOTORISTS’ 

ASSOCIATION  NSW TAXI COUNCIL  NATIONAL ONLINE RETAIL ASSOCIATION OIL INDUSTRY INDUSTRIAL 

ASSOCIATION  OUTDOOR MEDIA ASSOCIATION PHARMACY GUILD OF AUSTRALIA  PHONOGRAPHIC 

PERFORMANCE COMPANY OF AUSTRALIA  PLASTICS & CHEMICALS INDUSTRIES ASSOCIATION PRINTING 

INDUSTRIES ASSOCIATION OF AUSTRALIA RESTAURANT & CATERING AUSTRALIA RECRUITMENT & 
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CONSULTING SERVICES ASSOCIATION OF AUSTRALIA AND NEW ZEALAND SCREEN PRODUCERS AUSTRALIA 

THE TAX INSTITUTE VICTORIAN AUTOMOBILE CHAMBER OF COMMERCE  


