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AUSTRALIAN CHAMBER – REPLIES TO QUESTIONS FOR CONSULTATIONS  

14 May 2018   

On 4 May 2018, the Expert Panel (Panel) addressed a series of 4 questions to the Australian 
Chamber and all parties in advance of the Consultations (with the Australian Chamber to appear 
tomorrow, 15 May 2018, in Melbourne).  

 

QUESTION 1.1 DOMESTIC DEMAND AND WAGES GROWTH 

1.1 Question to Australian Chamber  

In para 55 of its initial submission, in a discussion of the reasons why wage growth has been 
low, ACCI provided data to show that ‘as recently as late 2016, domestic demand growth was 
low at 1.5% year on year …  Private demand growth was even weaker at 0.2% year on year…’  

• Can ACCI confirm that by ‘domestic demand’ they mean public gross fixed capital 
formation and public final consumption expenditure plus private gross fixed capital 
formation and household final consumption expenditure; and by ‘private demand’ they 
mean private gross fixed capital formation plus household final consumption expenditure, 
as referred to in the National Accounts? 

• Can ACCI explain the link that they appear to see between a low growth in domestic 
demand and low growth in wages?  

• The most recent ABS data (for year to the December quarter 2017) show substantial 
growth in both domestic demand and domestic private demand—3.1 per cent and 2.8 per 
cent, respectively. Does ACCI expect wages to grow more rapidly in the light of the higher 
growth in domestic demand during 2017? 

 

1. First dot point:  Yes. 

2. Second dot point: Well accepted economic theory, and historical evidence, suggest that 
periods of low growth in the domestic economy, especially the private domestic economy, 
lead to a weaker labour market.  

3. We saw this most recently in the aftermath of the GFC; employment growth slowed and 
the unemployment rate (and the underemployment rate) rose.  

4. This occurs because as demand slows, consumers buy fewer goods and services.  
Business revenues decline or grow at a slower rate, and businesses respond by 
employing fewer people and investing less. The unemployment rate rises as does the 
underemployment rate.  
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5. Third dot point: Describing domestic demand growth as “substantial” is not accurate when 
the average for both domestic and private domestic demand since the last recession is 
3.7%.  

6. At 3.1% and 2.8% respectively growth in domestic demand are currently below average 
levels over time.    

7. Be that as it may, the Chamber expects growth in both total domestic and private demand 
to improve over the next two years. We anticipate ongoing improvement in the domestic 
economy and private demand to lead to a further tightening in the labour market and 
stronger growth in wages. 

8. There are tentative signs that the modest pick-up in private demand in 2017 is already 
leading to a pick-up in wage growth and an increased anecdotal reports of skill shortages 
in some occupations and areas. 

 

QUESTION 1.2 BISHOP PAPER  

1.3 Question to all parties 

Since the Annual Wage Review 2016–17, there has been one substantial new piece of 
research for Australia on the impact of increases in minimum wages on employment: Bishop J 
(2017), The effect of minimum wage increases on wages, hours worked and job loss. The 
paper is available in the Research reference list for this Review.  

In the synopsis, Bishop writes ‘I find that a one per cent rise in award wages leads to a 0.85–
0.95 per cent rise in wages for award-reliant jobs. I find no evidence that increases in award 
wages have an adverse effect on hours worked or the job destruction rate.’ 

We would appreciate receiving any further comments on the significance of this paper. 
 

9. The Bishop Paper1 examines the effect of award wage changes on wages, hours worked 
and the job destruction rate.  The significance of the paper / its relevance for the decision 
at hand in this matter is limited, and for various reasons it should be approached 
cautiously and be accorded limited weight in the Panel’s 2018 decision making.    

10. In isolation, it may be that at on one level, Bishop’s analysis is correct (i.e. between 1998 
and 2008 a one per cent rise in award wages lead to a 0.85-0.95 per cent rise in wages 
for award reliant jobs). However, this is too simplistic as the Australian job market does 
not operate in a vacuum.  

                                                 
1 Bishop J (2017), The effect of minimum wage increases on wages, hours worked and job loss, paper presented at the Asian and Australasian Society of 
Labour Economics Inaugural Conference, December 

https://aasle.conference-services.net/resources/2395/5355/pdf/AASLE2017_0255.pdf
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11. Rather, there are additional overlays that need to be taken into account when considering 
the impact of wage increases. In particular, there is the need to consider the international 
and economic context in which businesses operate.   

12. In terms of the economic context, 2008-2009 is when the global financial crisis hit the 
world economy. As Bishop’s analysis stops at 2008, it does not consider the long-term 
impact of the GFC on the international and domestic economy.  

13. Although the GFC did not impact Australia as heavily as other countries, as we were still 
reaping benefits from the mining boom, business operations were still impacted, including 
by how other countries’ economies were performing, given many Australian businesses 
trade internationally / industries are globally influenced.  

14. The Australian and international economy is now gradually recovering from the GFC and 
the end of the mining investment boom.  

15. In terms of the international context, the world is also far more globalised now. Industries 
are more prone to competition and technological disruption than ever before.    

16. Bishop also notes the following weaknesses in his findings: 

a. Results may not necessarily generalise to large, unanticipated changes in award 
wages. There will always be some point at which a minimum wage adjustment 
will begin to create dis-employment.  This is particularly notable given the 
quantum of increase sought by the ACTU this year.  

b. Although the results indicate there is no effect on job destruction, Bishop does not 
rule out an adverse effect on employment. He further notes that adverse 
consequences of higher wage floors may be borne by job seekers rather than job 
holders. This suggests those most vulnerably in the labour market and most 
marginally attached stand to be most adversely impacted.  

17. We also note that:  

a. Bishop makes it absolutely clear that “there will always be some point at which a 
minimum wage adjustment will begin to create disemployment”.2   

i. We say that ‘point’ is not fixed, and that at particular stages of the 
economic cycle the vulnerability of jobs to excessive price increases will 
be greater, and that none of the minimum wage research, including the 
new paper from Bishop, can be interpreted (a) as giving carte blanche to 
inflated increases without any impact on jobs, or (b) validating the levels 
of claims the ACTU and others are advancing which would effectively 

                                                 
2 Bishop J (2017), The effect of minimum wage increases on wages, hours worked and job loss, paper presented at the Asian and Australasian Society of 

Labour Economics Inaugural Conference, December, p.20 

https://aasle.conference-services.net/resources/2395/5355/pdf/AASLE2017_0255.pdf
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adopt unions’ desired peg against median rates, and apply consequernt 
increases to all rates, many well removed from the NMW level.   

b. Bishop says more than once that “the adverse consequences of higher wage 
floors may be borne by job seekers, rather than job holders” – something he 
suggests the PC tentatively supports.3 When s.284(a) and (b) are properly taken 
into account, likely exclusion of job seekers favours caution and not adopting an 
excessive the level of increase.   

c. Bishop, at p.1 makes clear from his recent analysis of the economic literature that 
expert views globally remain mixed on the “impact of minimum wages” 
(presumably of minimum wage increases) on employment, and that this area 
remains “contentious”.  He cites a number of very different academic views and 
identifies “a need for further empirical evidence”.  

d. This cuts against any suggestion that there is a reliable international (or indeed 
domestic) consensus that minimum wage uprating is without impact on jobs, or is 
even positive for jobs.  Properly examined, the literature search element of 
Bishop’s paper should reinforce the need for caution.  

e. We read Bishop as making a contribution towards a more settled research base 
at some stage in the future, rather than as a foundation for new conclusions or 
approaches at this juncture.  We interpreted the Bishop paper as attempting to 
advance this field of research towards a more reliable state and to point to 
Australia’s unique circumstances. It does not provide a foundation for settled 
conclusions at this point.  

f. The period tracked by Bishop was one of unique growth, and strong economic 
and labour market performance for Australia. It cannot reliably be concluded that 
we could extrapolate from 1998-2008, to today.  We also see that some of the 
strongest areas of growth in the contemporary economy being those which are 
most award reliant, drive in part by structural and demographic change. It may be 
that  impacts of minimum wage uprating in 2018 are significant and would exceed 
those reported by Bishop at his Table 1. 

g. Bishop acknowledges that juniors, apprentices and trainees may be particularly 
vulnerable to misemployment, but that his research could not take account of 
them.4  Again, this is a factor favouring caution and no change of approach based 
on the Bishop’s work.  

                                                 
3 Bishop J (2017), The effect of minimum wage increases on wages, hours worked and job loss, paper presented at the Asian and Australasian Society of 

Labour Economics Inaugural Conference, December, p.20 
4 Bishop J (2017), The effect of minimum wage increases on wages, hours worked and job loss, paper presented at the Asian and Australasian Society of 

Labour Economics Inaugural Conference, December, p.10 

https://aasle.conference-services.net/resources/2395/5355/pdf/AASLE2017_0255.pdf
https://aasle.conference-services.net/resources/2395/5355/pdf/AASLE2017_0255.pdf
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h. Bishop makes a caution at the end of p.13 of his paper on the dangers of other 
factors in the economy and tax system incorrectly being attributed as causal on 
the impacts of an award wage.  

i. We query whether this should translate into a wider caution regarding 
claims that raising minimum wages have no impacts on jobs.   

ii. We query whether other positives in the labour market and tax system for 
the incomes of the low paid (including tax cuts) in the period sampled 
(1998-2008) may have masked negative effects and should also support 
caution in extrapolating or assuming the low/no effect hypothesis.  

i. Finally, we dispute whether employees on EBAs are an appropriate control group 
to validate Bishop’s methodology.5  Wouldn’t it be the case that EBA employment 
is less susceptible to shocks if the EBAs had been used to make businesses more 
efficient and jobs more secure (and in theory less susceptible to shocks)? 
Wouldn’t many EBAs allow a measure of flexibility that could insulate against 
shocks?  The correlation of ‘no outcomes’ between the sample and EBAs does 
not necessary reinforce Bishop’s overall methodology or what can be made of the 
Bishop paper.  

 

QUESTION 1.3  WPI GROWTH OF LESS THAN THE GROWTH IN AWARD RATES 

1.3 Question to all parties 

The three industries with the highest proportion of employees paid at the award rate in 2017 
are (in order of award reliance) Accommodation and food services (43 per cent), Administrative 
and support services (42 per cent), and Retail trade (35 per cent). Chart 5.2 in the Statistical 
Report for this Review shows the growth in the WPI, by industry, over the year to the December 
quarter 2017. We note that on 1 July 2017, the NMW and all award rates of pay rose by 3.3 
per cent.  

The WPI grew by 2.0 per cent for Accommodation and food services; 1.8 per cent for 
Administrative and support services; and 1.6 per cent for Retail trade. Are any parties able to 
explain why the WPI for the most award-reliant industries rose by an amount that is 
substantially less than the growth in award rates? 

 

18. The WPI for the most award-reliant industries rose by an amount that differs from the 
growth in award rates (in this instance with the WPI rising by less than the Panel’s 3.3% 
uprating in the NMW and all award rates of pay in 2018) because award reliance/minimum 
wage reliance in these industries (and indeed all industries) is less than 100%, and indeed 
is less than 50%.   

                                                 
5 Bishop J (2017), The effect of minimum wage increases on wages, hours worked and job loss, paper presented at the Asian and Australasian Society of 

Labour Economics Inaugural Conference, December, p.15 

https://aasle.conference-services.net/resources/2395/5355/pdf/AASLE2017_0255.pdf
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19. The only circumstances in which any minimum wage setter could reliably expect its 
decisions to translate perfectly into aggregate or average wages growth would be one in 
which the minimum wage bite was 100%, and there was neither any non-minimum wage 
employment, nor any labour market forces or skills considerations at play that favour 
higher or lower increases.  That would be in the nature of an assumption or ‘perfect case’, 
and does not apply to any industry or cohort in the country, even for lower skilled, highly 
minimum wage reliant areas.  

20. It seems logical in light of industry composition, differing mixes of minimum wage and 
non-minimum wage employment, and different bite of non-minimum wage labour markets 
that there will always be lack of strict one-to-one correlation between WPI and from the 
level of increase in minimum wages in any particular industry/sub-industry cohort.  

21. Some industries will see WPI outcomes higher than minimum wage variations, some 
lower, depending on factors beyond the control of the Commission and the single 
minimum wage lever it exercises.   

Explanations for the WPI in award reliant industries  

22. However, the reasons for this may include the following:  

a. Very low or no wage increases for some of the non-award non-agreement jobs in 
these industries, reflecting the wider labour market. If for example, the white 
collar, professional strata of some of the more award reliant industries had their 
wages frozen, or capped only to inflation (1.9%) this would contribute to an 
aggregate WPI growth level below the last, over-inflation minimum wage increase 
of 3.3%.   

b. There may also be scope for some absorption into the above-award remuneration 
of salaried roles that are nominally award covered (but not award wage reliant).  
If it were for example that there was a downturn in fine dining, salaried chefs (paid 
well in excess of the award) may not see their salaries go up, and this could apply 
to various roles across the more award reliant industries.  The kitchen hand and 
waiters’ rates may go up by 3.3%, but if the salaried staff did not, this would seem 
to weigh in favour of an aggregate WPI outcome across the industry of less than 
3.3%.  

c. Average wage increases under agreements are also currently at comparatively 
lower levels, and are likely to be another factor weighing to some extent in favour 
of overall  WPI growth at below minimum wage increase levels.  

i. The AAWI for all private sector agreements current in the December Qtr 
2017 was 2.9%, below the 3.3% NMW increase.6  

                                                 
6 Trends in Federal Enterprise Bargaining Report, December quarter 2017, Table 2, p.2  

https://docs.jobs.gov.au/node/44401
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ii. The AAWI for Accommodation and Food Services agreements current in 
the December Qtr 2017 was 2.6%, below the 3.3% NMW increase. These 
agreements applied to 24,000 employees.7  

iii. The AAWI for Administrative and Support Services agreements current in 
the December Qtr 2017 was 2.8%, below the 3.3% NMW increase. These 
agreements applied to 36,100 employees.8  

iv. The AAWI for Retail agreements current in the December Qtr 2017 was 
3.0%, below the 3.3% NMW increase. These agreements applied to 
50,500 employees.9   

Twas ever thus?  

23. The Australian Chamber does not see this as a particularly productive sphere of inquiry, 
or respectfully as particularly salient or relevant to these award wage reviews. That said, 
as a matter of academic interest, it may be that there have always been divergences 
between particular industries and both award increases and the WPI, and that these may 
have changed over time (such as for example due to skills shortages in regional areas 
when the mining industry’s demand for labour became voracious).  

24. If we are right about that, it would reinforce the key point of this answer, WPI outcomes 
in award reliant industries differ from the percentage of award uprating because not 
everyone in even these industries is employed at exactly the award rate and other forces 
come into play (in particular where an employee is not award reliant and there is no legal 
obligation to uprate their wages / market pressures, skills etc dictate their rates of pay).    

Supporting observation  

25. We note in support of the above explanation, looking at Chart 5.2 of the Statistical 
Report10, that the only industry which seems to have delivered WPI growth directly 
comparable to the 3.3% wage review uprating is the Mining Industry.   

26. We can simply observe that:  

a. There could not be an industry which pays less direct regard to the decisions of 
these annual wage reviews, with direct Award Reliance in the Mining Industry so 
marginal in 2016 it could not be properly or reliably reported.11  

b. The Mining Industry records the highest average weekly earnings of all industries, 
well in excess of award safety net levels.  

                                                 
7 Trends in Federal Enterprise Bargaining Report, December quarter 2017, Table 8, p.22 
8 Trends in Federal Enterprise Bargaining Report, December quarter 2017, Table 8, p.22 
9 Trends in Federal Enterprise Bargaining Report, December quarter 2017, Table 8, p.22 
10 Statistical report – Annual Wage Review 2017–18, p.21 
11 See Statistical report – Annual Wage Review 2017–18, Table 7.1, p.35 

https://docs.jobs.gov.au/node/44401
https://docs.jobs.gov.au/node/44401
https://docs.jobs.gov.au/node/44401
https://www.fwc.gov.au/documents/sites/wagereview2018/statistical-reporting/statisticalreport.pdf
https://www.fwc.gov.au/documents/sites/wagereview2018/statistical-reporting/statisticalreport.pdf
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c. Yet on first blush mining is the one industry that delivered a 3.3% WPI outcome 
most comparable to the uprating in minimum wages. The 3.3% figure in Chart 5.2 
must be coincidence.   

27. It may be that the lack of ‘spread’ illustrated by Chat 5.2 of the Statistical Report (between 
2.5% and 3.4% in the average annual change December qrt 2007 to December qtr 2017) 
would not apply at other points of the economic cycle. It may be that in periods of 
expansion, higher growth and lower unemployment that some industries record WPI 
outcomes even more divergent from the level of minimum wage uprating.   

28. If for example the WPI could drill down to the local area level by industry, we may well 
have seen in some regional economies during the minimum boom levels of wages growth 
in nominally award reliant industries, exceed the growth in the minimum wage by some 
margin.  

Bishop Paper  

29. Bishop’s paper is raised in relation to Question 1.2, but relevantly contains the following: 
“Approximately 15-20 per cent of these jobs have their pay set exactly according to an 
award”.12  This refers to the sample used to calculate the WPI.  However, looking at the 
Statistical Report we see that 23% of employees are award reliant.13  This appears to 
indicate that the WPI under samples the population of award reliant employment. Again 
this favours caution.   
 

QUESTION 1.4  CHANGES TO THE TAX-TRANSFER SYSTEM 

1.3 Question to all parties 

In past Reviews, the Expert Panel has taken into account changes to the tax-transfer system. 
How and to what extent, if any, should regard be had to the corporate tax rate reductions for 
‘small business entities’ that took effect progressively from 1 July 2015 and for ‘base rate 
entities’ which took effect from 1 July 2017, and for the further future progressive reductions in 
corporate tax rates that have been legislated for? 

 

30. The tax changes cited are not relevant to the Panel’s decision making at this time and the 
Panel should not attach any weight to them.  We particularly oppose any assumption or 
suggestion that any tax relief for SMEs should somehow be taken as license for any 
deliberate or conscious inflation in the safety net increase to be awarded.  

                                                 
12 Bishop J (2017), The effect of minimum wage increases on wages, hours worked and job loss, paper presented at the Asian and Australasian Society of 

Labour Economics Inaugural Conference, December, p.10 
13 See Statistical report – Annual Wage Review 2017–18, Chart 7.1, p.34 

https://aasle.conference-services.net/resources/2395/5355/pdf/AASLE2017_0255.pdf
https://www.fwc.gov.au/documents/sites/wagereview2018/statistical-reporting/statisticalreport.pdf
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31. There is uncertainty regarding the forward program of tax changes, particularly should 
the government change, which should further reduce any determinative weight being 
attached to the tax changes.  

32. The Panel should also note that policy uncertainty in this area may be having a 
dampening effect. 

 

 


