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1 Views on preliminary hearing – Budget Standards 
research 

1. The Australian Chamber makes these submissions in response to the Statement of 25 
August 2017 inviting parties to provide comment on the utility of holding a preliminary 
hearing on the report by Peter Saunders and Megan Bedford of the Social Policy Research 
Centre at the University of NSW, titled ‘New Minimum Income for Healthy Living Budget 
Standards for Low-Paid and Unemployed Australians’ herein referred to as the Saunders 
and Bedford report, 

2. The Australian Chamber has considered the report.  

3. We understand that the research attempts an alternative method of minimum wage 
determination via a renewed “budget standards” approach.  

4. In particular, the report revisits the budget standards approach to determining the needs of 
the low-paid, and the recent developments and applications of budget standards research 
internationally. We have reviewed the use of focus groups and broader methodological 
issues in the formulation of the report. 

5. We observe several limitations on the renewed budget standards approach (as detailed 
further in this report) and caution against the exclusive consideration of budget standards 
research as a component in minimum wage determination. 

6. We do not recommend a preliminary hearing on the contents of this report as it appears to 
take a one-dimensional approach to what is a complex multi-dimensional issue. 

7. Despite the several benefits of taking a mechanistic approach to wage fixation to drive 
efficiency of process, there exists several non-quantitative considerations that make this 
method of approach somewhat redundant and limiting. It also ignores the legacy of 
minimum wages in place, and that operative question in the minimum wage reviews is 
whether and how to uprate them. 

8. The Commission has previously stated that,  

While the Panel seeks to explain its view of the circumstances (including forecasts or 
projections) prevailing in each Review 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.1 

9. It is also worth noting that assumptions pinned on a limited sample size through focus 
groups would seem of limited utility in a process that is to effect the entire economy, or 
minimum wage reliant work throughout the economy. 

                                                 
1 [2017] FWCFB 3500 at [17]   
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10. We support the claim that the determination of the minimum wage level requires an 
exercise of judgment that is both an art and science and the Panel should not restrict itself 
to either or, that is, it should rely on both quantitative and qualitative data. 

11. Social, statutory and economic considerations are not appropriately or reliably captured 
through the budget standards approach. 

12. In relation to the contemporaneous nature of the data, the Commission in its own words 
states that: 

Our capacity to take both a contemporary and a longer-term perspective is determined 
by the available data. The longer-term perspective reduces our reliance on 
contemporary data that can be volatile and subject to error.2 

13. The attempt to formulate a standard or benchmark based on contemporary data will not 
provide this luxury and in most circumstances may act to confuse the Expert Panel which 
acts to factor both contemporary and long-term data in reaching a final decision. 

14. We discuss below the several limitations and flaws of the existing report including but not 
limited to the assumptions behind the developments of the research and the limitations of 
adopting international approaches for the domestic context. 

2 Critique of the Saunders and Bedford report 

2.1 Motivation of the renewed Budget Standards approach 

15. The motivation to adopt a similar approach to the UK Minimum Income Standard (MIS) is 
problematic and flawed on the basis of the different statutory and social conditions that 
exist between the two jurisdictions 

16. As mentioned from the outset of the report, the MIS estimates are used in policy debates 
and by some charities to target financial support, however they are not used exclusively to 
determine the minimum wage level. 

17. Furthermore, the standard to which the new budgets apply is the Minimum Income for 
Healthy Living (MIHL) that was developed in the UK public health literature. 

18. There are differences between the statutory contexts of Australia and the UK and a 
distinction must also be drawn between the setting of minimum wages as a part of a safety 
net and the author’s attempt to meet societal standards that are not referenced in the 
minimum wages objective.  

19. The Bedford and Saunders Report states that: 

                                                 
2 [2017] FWCFB 3500 at [8]   
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There is, however, no universally accepted method for judging the adequacy of income 
support payments like NSA or other incomes (like the minimum wage) that form part of 
the Australian social safety net. The budget standards approach provides a way of 
assessing income adequacy, but only if the budgets are relevant to the circumstances 
and conditions facing real families. It is therefore crucially important that the needs 
themselves, the items required to fulfil them and the prices paid to acquire them are 
grounded in lived experience and thus reflect actual behaviour. One must also have 
access to information that sets out and quantifies these factors in a systematic and 
transparent manner and this is exactly what a budget standard does3 

20. Although the Australian Chamber has previously expressed similar concerns in relation to 
the opaque nature of the judging process, we are of the view that the behavioural and 
experiential component of the budget standards process is limited in its capacity to reach 
accurate estimates of the budgetary requirements. This is based on the fact that the 
experimental design, while highly insightful, is not an accurate representation of the 
Australian population. Further methodological concerns will be discussed in detail later. 

21. The experience from the EU regarding budget standards is to assist households with 
budgeting decisions as part of its social inclusion strategy. However, it does not contribute 
to official minimum wage policy. The approach requires a large number of assumptions and 
judgements in order to specify every single item in the family’s ‘basket of goods’, making 
the estimates somewhat arbitrary.  

2.2 Recent developments and applications of budget standards research 

22. The report highlights that there is an emerging trend towards the use of budget standards 
in the developed world including the US, Japan and the UK and that we should be adopting 
similar approaches here. 

23. However it must be acknowledged that the welfare and benefits system in Australia is 
unique to the Australian context and provides for targeted payments programs that play a 
role in meeting recipient needs. 

24. Australia’s minimum wage structures and levels are also markedly different to those in 
other OECD countries 

25. The recent developments in budget standards internationally have been used to inform 
policy debate rather than minimum wage determination. 

26. There has been no mandate internationally to use budget standards as a means for 
determining minimum wages, as this does not adequately capture the views of the 
community, nor the impacts on other considerations such as employment or enterprise 
sustainability. That is, consideration has not been given to the business community and its 
capacity to pay higher wages. 

                                                 
3 Bedford and Saunders, New Minimum Income for Healthy Living Budget Standards for Low-Paid 
and Unemployed Australians, UNSW 2017 pp. 10 
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27. Indeed, the Annual Wage Review in Australia is required to be carried out in the context of 
a broad range of statutory considerations, not the single perspective from which the 
standards have been produced. 

28. In particular, section 284(2) of the Fair Work Act 2009 (Cth)(Act) provides that the minimum 
wages objective applies to the Commission’s functions and powers under Part 2-3 of the 
Act (so far as they relate to setting, varying or revoking modern award wages) and Part 2-6 
of the Act. That objective is contained within section 284(1) and provides:  

(1)  The FWC must establish and maintain a safety net (emphasis added) of fair 
minimum wages, taking into account:  

(a)  the performance and competitiveness of the national economy, including 
productivity, business competitiveness and viability, inflation and 
employment growth; and  

(b)  promoting social inclusion through increased workforce participation; and  

(c)  relative living standards and the needs of the low paid; and  

(d)  the principle of equal remuneration for work of equal or comparable value; 
and  

(e)  providing a comprehensive range of fair minimum wages to junior 
employees, employees to whom training arrangements apply and 
employees with a disability.  

29. In the context of setting, varying or revoking modern award minimum wages the Expert 
Panel must also take into account the modern awards objective as contained within section 
134 of the Act which provides: 

 

(1)  The FWC must ensure that modern awards, together with the National 
Employment Standards, provide a fair and relevant minimum safety net 
(emphasis added) of terms and conditions, taking into account:  

(a)  relative living standards and the needs of the low paid; and  

(b)  the need to encourage collective bargaining; and  

(c)  the need to promote social inclusion through increased workforce 
participation; and  

(d)  the need to promote flexible modern work practices and the efficient 
and productive performance of work; and  

(da)  the need to provide additional remuneration for:  
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(i)  employees working overtime; or  

(ii)  employees working unsocial, irregular or unpredictable 
hours; or  

(iii)  employees working on weekends or public holidays; or  

(iv)  employees working shifts; and  

(e)  the principle of equal remuneration for work of equal or comparable 
value; and  

(f)  the likely impact of any exercise of modern award powers on 
business, including on productivity, employment costs and the 
regulatory burden; and  

(g)  the need to ensure a simple, easy to understand, stable and 
sustainable modern award system for Australia that avoids 
unnecessary overlap of modern awards; and  

(h)  the likely impact of any exercise of modern award powers on 
employment growth, inflation and the sustainability, performance 
and competitiveness of the national economy.  

30. The objects of the Act as contained in section 3 of the Act, produced below, must also be 
taken into consideration:  

The object of this Act is to provide a balanced framework for cooperative and 
productive workplace relations that promotes national economic prosperity and 
social inclusion for all Australians by:  

(a)  providing workplace relations laws that are fair to working Australians, are 
flexible for businesses, promote productivity and economic growth for 
Australia's future economic prosperity and take into account Australia's 
international labour obligations; and  

(b)  ensuring a guaranteed safety net (emphasis added) of fair, relevant and 
enforceable minimum terms and conditions through the National 
Employment Standards, modern awards and national minimum wage 
orders; and  

(c)  ensuring that the guaranteed safety net (emphasis added) of fair, relevant 
and enforceable minimum wages and conditions can no longer be 
undermined by the making of statutory individual employment agreements 
of any kind given that such agreements can never be part of a fair 
workplace relations system; and  
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(d)  assisting employees to balance their work and family responsibilities by 
providing for flexible working arrangements; and  

(e)  enabling fairness and representation at work and the prevention of 
discrimination by recognising the right to freedom of association and the 
right to be represented, protecting against unfair treatment and 
discrimination, providing accessible and effective procedures to resolve 
grievances and disputes and providing effective compliance mechanisms; 
and  

(f)  achieving productivity and fairness through an emphasis on enterprise-level 
collective bargaining underpinned by simple good faith bargaining 
obligations and clear rules governing industrial action; and  

(g)  acknowledging the special circumstances of small and medium-sized 
businesses.  

31. The Act’s reference to minimum wages as a “safety net” is replicated in both the minimum 
wages and modern award objectives set out in sections 284 and 134 as well as the Act’s 
general objects in section 3. 

2.3 The Approach adopted 

32. The study specifies family types that include single persons, couples without children, 
couples with children and sole parents. 

33. However there is no indication of the percentage of the population that this actually 
represents and whether the chosen sample reflects typical recipients of the National 
Minimum Wage or minimum award wages. 

34. To provide a benchmark for minimum wages, the authors must consider more carefully how 
the focus groups and the family types accurately capture the Australian population sample 
impacted by the Expert Panel’s minimum wage fixation function. They must bear the 
burden of proving their sample is representative and reliable. 

35. We find the selection of the focus groups problematic, particularly as we found that: 

In total, 46 people across 7 Sydney sites participated in 7 focus groups. Of these, 
32 individuals (69.9%) participated in the unemployed focus group.4 

36. The large percentage of unemployed participants does not adequately capture the needs of 
the remaining sample, that is, the needs of the low paid are too small to make adequate 
assumptions on the needs of the low paid. 

                                                 
4 Bedford and Saunders, New Minimum Income for Healthy Living Budget Standards for Low-Paid 
and Unemployed Australians, UNSW 2017 pp. 56 
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37. Furthermore the sample is derived from Sydney which is not an accurate representation of 
the living standards across the country. 

38. One of the focus groups had a significant number of participants that already knew each 
other and their situations well. 

39. Despite this making it easier for the focus group to participate actively in discussion, 
significant amount of ‘group think’ can lead to an over- and/or under-representation of 
issues in relations to the questions asked. 

40. The assumption here is that the other groups were not transparent with regard to their 
needs and did not feel adequately comfortable to share and discuss their issues in relation 
to spending behaviour and living costs. 

41. Samples should be conducted in an environment that best guards against bias and at the 
same time where issues of sensitivity are the subject of the research, an open end 
environment may not provide the best setting. 

42. We were also concerned to read that: 

one participant who had recently become unemployed (and separated from a partner) 
and was accessing Centrelink for the first time became visibly upset because this was 
one of the first times she had actually spoken about her situation…it does highlight the 
role that the passage of time can play in making people more able to reflect on and 
draw from what has happened to them. 

43. This may suggest that a preference of the researchers for responses of the long-term 
unemployed, and the long-term low income wage earners to identify their buying patterns. 

44. However it must not be lost that a large proportion of those on minimum wages do not 
remain on them for very long and/or have very different experiences throughout their 
working lives. 

45. It is our view that the focus group approach, has limitations and does not reflect the broader 
population accurately 

46. Therefore, we do not consider the results from this study to demonstrate a conclusive or 
reliable reflection of the needs of the low-paid.  

2.4 Utility of holding a preliminary hearing to discuss outcomes 

47. For reasons including but not limited to those identified above we submit that the use of the 
new budget standards in consideration of the minimum wages and the needs of the low-
paid should be treated with caution. 
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48. The experimental approach needs to be further assessed and it is too early to determine 
whether alternative approaches are feasible and or likely to provide an adequate 
description of the Australian population sample. 

49. We propose that the Expert Panel also consider the needs of small as well as award-reliant 
businesses in determining their capacity to meet higher wage costs without having the 
effect of unemployment and without creating unnecessarily high barriers to the hiring of 
new employees. 

50. The annual wage review process is an annual process, with outcomes generally intended 

to come into effect in the coming financial year, and it has been historically administered in 

this way by the Expert Panel. In previous decisions the Expert Panel has explained that it is 

required to exercise broad judgment in reviewing minimum wages having regard to 

important procedural fairness requirements as set out in the Act. In reconciling the 

sometimes competing objects, as contained within sections 284, 134 and section 3 of the 

Act. In the absence of a mechanistic formula for wage setting, we appreciate that that task 

is not a straight forward one.  

51. A mechanistic approach to some or all of the criteria that the Expert Panel is required to 

take into account couldn't be imposed as a means of circumventing the ordinary operation 

of the Fair Work Commission's powers as set out in the Act. Each year, parties would still 

make submissions and comment on submissions made by other parties which they would 

seek to have taken into account by the Expert Panel during annual review process. It is 

foreseeable that during consultations parties will submit proposals to the Expert Panel 

advancing regard to other information, research and data that would be of relevance to the 

consideration of relative living standards and the needs of the low paid and indeed the 

other statutory criteria.  

52. We do not consider there to be any efficiency to be had in the conducting of a preliminary 

hearing on a small subset of research of contestable relevance to only one of the limbs of 

consideration within the minimum wages objective.  
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3 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 the best place in the world to do business – so 
that Australians have the jobs, living standards and opportunities to which they aspire. 

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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