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Answer to question taken on notice by the Australian Government – real national 
disposable income per capita 

Excerpt from transcript 
PN52  

PROFESSOR RICHARDSON: Thank you. Now, it's a related question, but it's about the 

behaviour of a real national disposable income per capita. This is displayed in our statistical 

report, but I'm sure you will be very conscious of how it has been behaving, specifically since 

the level of real national disposable income which the ABS says is the best single measure of 

the income available to distribute amongst Australians. That amount per capita is the same - a 

little bit lower in December 2017 than it was in 2011, and in the period in-between it has fallen 

and then risen again. So it's no higher today than it was six years ago, and it has never been 

higher in that six-year period. Do you think that is playing any role in the low rate of growth of 

wages?  
 
PN53  

MR STONEY: I think it's related to the discussion that we were just having previously. 

Obviously, I mean, you've seen commodity prices increase rapidly during the mining boom and 

then they've come off to a substantial degree since then and that's being reflected in those 

figures that you just described, you know, real national disposable income. Drawing a link 

between that and wages growth is - you know, it's a more difficult question. I mean, obviously 

they are related. I'm not sure whether we can answer that one without having a further think 

about it and perhaps getting back to you.  
 
PN54  

PROFESSOR RICHARDSON: Okay, if you can. Thank you. Of course, that measure - real 

national disposable income - only counts the incomes that come to Australians from the 

resources sector. It doesn't count, as I understand it, the revenue that goes - the profits that go 

overseas (indistinct) overseas.  
PN55  
 

MR STONEY: That's right, yes.  
 
PN56  

PROFESSOR RICHARDSON: So that's a significant - - -  
 
PN57  

MR STONEY: We might take that on notice. 

Answer 

Real net national disposable income (RNNDI) is a measure of income which adjusts real gross 
domestic product (GDP) to incorporate a number of factors which influence the well-being 
of Australians but which are not captured in GDP. In particular: 

 Real gross domestic product (GDP) measures the quantity of domestic production.  

 Real gross domestic income (RGDI) is GDP adjusted for changes in the terms of 

trade.  Falls in the terms of trade reduce consumers’ real purchasing power and therefore 

reduce their standards of living.  

 Real gross national income (RGNI) adds net primary incomes payable overseas (property 

income and labour income) to RGDI.  
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 RNNDI adds net secondary income payable overseas (taxes and other transfers including 

foreign aid and repatriations) and adjusts for income lost to capital depreciation.  

The following chart decomposes the effect of these adjustments on RNNDI per capita and 
shows that the growth in RNNDI per capita has largely reflected movements in real GDP 
growth and the terms of trade, rather than any trends in net income payable overseas. The 
way in which movements in the terms of trade have affected wage growth is outlined in 
section 6.2 of the Government’s submission. We refer the Commission to this analysis.  

Chart: Aggregate measures of income 

Source: ABS cat. no. 5206.0 and Treasury. 
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Answer to question taken on notice by the Australian Government – Aggregate demand 
effect from an increase in minimum wages 

Excerpt from transcript 
PN76  

PROFESSOR RICHARDSON: But just to be very pointed about this, is it the government's 

view that there is no aggregate demand effect from an increase in minimum wages and that 

that's not for example a potential explanation as to why international research seems to find that 

there is not much employment effect of - because there is a difference between the aggregate 

effect and the effect on the individual firm, of course.  
 
PN77  

MR STONEY: Yes. I think we have answered this question previously. This is a couple of 

years back, and we've kind of pointed out that ultimately, at least in theory, that there are 

opposing impacts, so it's kind of at least in theory it's ambiguous; it's kind of an empirical 

matter as to how big those disemployment  

effects are and to what extent they offset the increase in wages that is feeding through to those 

in work. I'm not sure - I can give you an answer - I mean, what we've done in our answer to this 

question is merely to state that the analysis didn't take into account the disemployment effects. I 

guess you're now asking a separate question, which is let's put that analysis to one side, what is 

our view. So previously we've said that the effect is ambiguous. I'm not sure we've actually - we 

did some rough rule of thumb estimates a couple of years back and I'm not sure we've 

undertaken any additional analysis since then, so I'm not sure I can necessarily give you an 

answer here and now. I could take that on notice, if that was useful.  
 
PN78  

PROFESSOR RICHARDSON: It would be useful, if you are able to come up with something a 

bit firmer about not just theoretical but what your judgment is on this question. It is a 

significant issue. 

Answer 

We refer the Commission to a previous response on this question from 2015. 

“The orthodox view of the labour market is that workers are employed to the degree that 
they are able to contribute to the profitability of their employing enterprise. Employment 
contributes to profitability where the marginal revenue product produced by a worker is 
larger than the cost of their employment. In this framework, raising the level of the floor on 
wages may price some workers out of employment. 

The net effect of raising minimum wages on aggregate household incomes is ambiguous, and 
rough calculations1 suggest the net effect can be close to zero.”  

                                                      

1 See J. Borland CEPR discussion paper no. 451, 2002 
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Answer to question taken on notice by the Australian Government – Leading Indicator of 
Employment 

Excerpt from transcript 
PN107  

MR COLE: Yes, I'm talking cyclically rather than long term. The last thing I wanted to raise is 

the Department of Employment has its leading indicator. When I look at it, it doesn't look like a 

leading indicator to me so I'm wondering whether there's some statistical device like variable 

lags or something that we can put in it to see what it's leading but at the moment - well I've 

been on the panel for a number of years now and every year I wonder what on earth am I 

supposed to make from this. I don't know whether the Department of Employment wants to tell 

us.  

 
PN108  

MS DURBIN: Sorry, Mr Cole, the leading indicator is looked after by another area of our 

department so we're more than happy to take it on notice and come with(sic) you but I don't 

think we can answer your question here. 

Answer 

The Department of Jobs and Small Business’s Leading Indicator of Employment is a tool for 
predicting whether the growth rate of employment is likely to be faster or slower than its 
long-term trend rate (around 2.0 per cent per year) in around a year’s time. 

It is composed of five components - two international series and three domestic series. 
These components represent a variety of economic factors that influence the rate of 
employment growth in Australia, including business investment, consumer spending and the 
demand for Australian exports. 

In interpreting the Indicator, it is important to note whether the Indicator is rising or falling, 
not whether its values are above or below zero. Rises or falls in the Indicator determine 
whether employment is likely to grow faster or slower than its long-term trend rate of 
growth in the future.  

The latest release of the Indicator can be found at: https://www.jobs.gov.au/department-
employment-s-leading-indicator-employment-latest-release    

https://www.jobs.gov.au/department-employment-s-leading-indicator-employment-latest-release
https://www.jobs.gov.au/department-employment-s-leading-indicator-employment-latest-release

