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1. INTRODUCTION

The residential building industry is one of Australia’s most dynamic, innovative and efficient service industries and
is a key driver of the Australian economy.

The aggregate residential industry contribution to the Australian economy is over $108 billion per annum, with
over one million workers in the construction industry, of which tens of thousands are small businesses reliant on
the industry for their livelihood.

The residential building industry is one of the most important sectors of the Australian economy providing housing
for millions of Australians. A home is often the greatest source of wealth and savings for many families. The
industry contributes to the economy in a number of ways providing hundreds of thousands of Australians with
jobs, generating billions of dollars of economic output each year and stimulating spending on housing services.

The residential building industry ranges from single dwelling construction to multi-unit apartment buildings, and
also encompasses the home renovations market. The industry has important linkages with other sectors, such as
manufacturing and retailing, so that its impacts on the economy go well beyond the direct contribution of
construction activities. The flow-on or “multiplier” effects of construction activity on the outputs of other industries
are well recognised.’

In just one year the number of homes that commenced construction fell from 225,061 in 2018 to just 174,770 in
2019. This contraction of 50,000 starts in a 12 month period is only exceeded by the contraction in home building
caused by the introduction of the GST which saw the market decline by 57,000 starts. It has put significant
downward pressure on prices in the industry, while input costs continue to advance, squeezing on building
margins.

For the first time since the global financial crisis, global factors are also likely to impact on the volume of home
building in Australia over the medium term. The effects on trade from COVID-19 now pose a material downside
risk to our housing forecasts for 2020 and 2021 and have not been factored in.

A large proportion of employers in the industry are small businesses. These employers rely heavily on award rates
of pay and terms and conditions. They operate in a very competitive market where costs are tightly controlled and
profit margins are low. These employers are highly sensitive to economic conditions affecting them, including the
effects of employment regulation and wage increases.

Whilst measured increases to household income may help alleviate some affordability stresses, increasing labour
input costs in the construction of housing at the same time, without any link to productivity improvements, will
impact project costs. This in turn affects housing affordability. Increases in wages inherently place added cost
pressures on businesses making them less likely to grow, invest or take on additional employees. This can also
create demand side implications including tightening the supply of existing skilled trades and reducing the entry
of new apprentices to the industry placing further pressure on existing businesses to meet demand.

! See speech by Christopher Kent, Assistant Reserve Bank Governor for a summary of the importance of housing to the Australian
economy: http://www.rba.gov.au/speeches/2013/sp-ag-140313.html
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Another factor impacting the residential building industry is that the Four Yearly Review of Modern Awards (Four
Yearly Review) is coming to a close with significant changes expected to the Building and Construction General
Onsite Award 2010 (Onsite Award). Most of these changes are scheduled to commence on 1 July 2020 and some
could result in the imposition of significant additional cost burdens on business, both financial and administrative,
associated with understanding and implementing these changes.

HIA urges the Expert Panel to take these issues into account when considering its minimum wage decision.

2. MINIMUM WAGES

In making a national minimum wage order the Expert Panel must be guided by the minimum wages objective in
section 284 of the Fair Work Act 2009 (FW Act):

The Fair Work Commission must establish and maintain a safety net of fair minimum wages, taking into
account:

s the performance and competitiveness of the national economy, including productivity, business
competitiveness and viability, inflation and employment growth, and

¢ promoting social inclusion through increased workforce participation; and

s relative living standards and the needs of the low paid; and

s 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

2.1 PERFORMANCE AND COMPETITIVENESS OF THE NATIONAL ECONOMY

Page 4 of 9 | National Annual Minimum Wage Review 2020



















