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Introduction 
 
On 28 March 2014, the Australian Industry Group (Ai Group) filed its main submission 
for the Annual Wage Review 2013-14.   In our submission we urged the Expert Panel to 
put jobs first in this year’s Annual Wage Review.  
 
Some industry sectors are experiencing very tough business conditions, including 
manufacturing and retail.  
 
Raising minimum wages by too much would reduce the prospects of unemployed and 
underemployed people finding work. It would also further damage Australian 
competitiveness given that our minimum wage levels are already very high by 
international standards.  
 
In our main submission we proposed a 1.6 per cent wage increase which equates to a 
$10.001 per week increase in the National Minimum Wage and $11.602 per week at the 
base trade level. 
 
Ai Group has considered the submissions of other parties and none have led us to 
change the views expressed in our March 2014 submission. 
 
We have not sought to address most of the issues covered in the submissions of other 
parties as Ai Group’s position on most issues will be evident from our March 2014 
submission. 
 
Australian Government’s submission 
 
Ai Group concurs with the following key points made in the Australian Government’s 
submission: 
 

• “..growth in Australia’s economy is not meeting forecast trends, as the economy 
transitions from resources to non-resources drivers of growth. To support our 
economy through this economic transition, a cautious approach is needed.” 
(paragraph [3]). 
 

• “Any wage increases that are not supported by improvements in productivity 
and that are beyond the affordability of businesses will not be sustainable and 
will cost jobs.” (paragraph [4]).  
 

• “..the Panel’s decision should support jobs growth” (paragraph [27]). 
                                                      
1 $9.96 rounded 
2 $11.59 rounded 
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• “The second increase in the SG rate is scheduled to occur on 1 July 2014. The 

Panel, consistent with its 2013 decision, should take into account the impact of 
any change to the SG rate.” (paragraph [56]) 

 
ACTU wage claim 
 
The ACTU’s proposed minimum wage increase is unrealistic, unaffordable and 
unsustainable. If the claim was granted by the Expert Panel higher unemployment and 
significant broader economic damage would result. 
 
The ACTU is seeking a $27 per week increase for employees up to the base trade level 
and a 3.7% increase for higher classifications (which would result in a $45 per week 
increase for some professional classifications). This flies in the face of the tough 
business conditions which are being experienced in many industry sectors, including 
manufacturing and retail.  
 
The ACTU has belatedly abandoned the argument which it has pursued in recent Annual 
Wage Reviews that a majority of award-reliant workers are classified at the C10 level or 
above.  This year, it cites research which shows that 75% of award-reliant workers are 
employed below C10 (paragraph [10]). Despite this, it is evident that the ACTU has 
structured its claim to keep all of its affiliates happy (including those unions which 
represent higher classified workers and those which represent lower classified workers) 
rather than on the basis of any logical reasoning. 
 
ACTU arguments about international comparisons 
 
In its submission, the ACTU argues that international comparisons are informative. 
However, it argues that “Australia’s bite is no longer distinctively high and we are 
rapidly descending to the middle of the pack” (paragraph [40]). 
 
The ACTU’s arguments fail to highlight that: 
 

• In relation to the adequacy of minimum wage levels, the relevant comparator, 
that corrects for differences in prices and nominal wages is a comparison based 
on measures of “Purchasing Power Parity” (PPP).  Broadly, PPP comparisons 
show the relative purchasing power of minimum wages.   
 

• As set out in Chart 21 in Ai Group’s March 2014 submission, Australia’s minimum 
wage levels are among the highest in the OECD countries.  The purchasing power 
of Australia’s minimum wage levels in 2013 were the fourth highest behind only 
Luxembourg, the Netherlands and Belgium and were 55 per cent higher than the 
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average of the comparator group.  The purchasing power of minimum wages in 
Australia in 2013 was 24 per cent higher than in Canada, 13 per cent higher than 
in New Zealand, 23 per cent higher than in the UK and 36 per cent higher than in 
the US.   
 

• While Australia’s minimum wage has kept rising in PPP terms, other major 
competitor countries – including the US, UK, Japan, and even Ireland - have 
reduced theirs, widening the gap between Australian minimum wages and those 
in comparable competitor nations even further. (See Section 7 in Ai Group’s 
March 2014 submission). 
 

• The charts in both the ACTU and Ai Group submissions relate to Australia’s 
National Minimum Wage. However, much higher minimum wage rates apply to 
most Australian workers through the award system which, in effect, prescribes 
many hundreds of minimum wage rates for different classifications in different 
industries. When award minimum wage rates are considered, Australian 
minimum wage levels are even more out of step with relative minimum wages in 
other OECD countries.   

 
ACTU argument that the FW Act is beneficial legislation 
 
In its submission, the ACTU argues that the Fair Work Act 2009 (FW Act) is “beneficial 
legislation” and should therefore be liberally interpreted. 
 
As set out in Ai Group’s March 2014 submission: 

 
• Beneficial or remedial legislation is generally legislation that grants a benefit to a 

person or remedies some “mischief” for which the legislation was designed to 
overcome.3   
 

• Identifying legislation as “beneficial legislation” is an aid to Courts when 
interpreting statutory provisions which are ambiguous.  The provisions of Part 2-
6 of the FW Act are not ambiguous. 
 

• The concept of “beneficial legislation” is typically associated with legislation 
which has a relatively narrow focus upon conferring a substantial entitlement 
upon persons (as beneficiaries) such as workers’ compensation, social security 
and land title legislation (for Indigenous persons). The FW Act is much broader in 
its objectives, purpose and provisions.  

 

                                                      
3 Pearce, Statutory Interpretation in Australia, 6th Ed 2001, pp 48 – 49. 
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The premise underlying the ACTU’s contention is largely an ideological one; a view that 
the FW Act provides a form of regulation in an otherwise unequal power relationship 
between employers and employees, where employees are the class of beneficiaries 
granted various rights and protections.  This premise is not correct. The Act provides 
benefits to, and imposes obligations upon, both employees and employers. Also, much 
of the Act deals with regulatory issues (e.g. the operation of the Commission, the Fair 
Work Ombudsman and the Courts) rather than the provision of entitlements to 
employees or employers. 
 
The object of the FW Act is to “provide a balanced framework for cooperative and 
productive workplace relations that promotes national economic prosperity and social 
inclusion for all Australians…” (s.3). The purpose of the FW Act is to facilitate 
harmonious and effective workplace relations, and not solely to confer entitlements 
upon a class of beneficiaries, such as employees.  
 
The FW Act’s principal object was highlighted in the then Minister’s Second Reading 
Speech for the Fair Work Bill 2008, where the Minister stated: 
 

“The principal object of the bill recognises the government’s intention to provide 
a balanced framework for cooperative and productive workplace relations that 
promotes national economic prosperity and social inclusion for all Australians… 

 
…The bill being introduced today is based on the enduring principle of fairness 
while meeting the needs of the modern age. It balances the interests of 
employers and employees and balances the granting of rights with the imposition 
of responsibilities.”  (Emphasis added)  
 
(House of Representatives, Official Hansard No 17, 2008, Fair Work Bill, Second 
Reading Speech, 25 Nov 2008, page 11189) 

 
There is no reference in the FW Act, the Explanatory Memorandum for the Fair Work Bill 
or in the Minister’s Second Reading Speech to the legislation being “beneficial 
legislation” or serving a class of beneficiaries (employees or employers) or attempting to 
cure a “mischief” for the benefit of employees.  
 
In the section of the Second Reading Speech on minimum wages, the Minister simply 
described the process for the Annual Wage Review: 
 

“Minimum wages 

The bill provides for minimum wages in modern awards to be reviewed every year 
by a specialist minimum wages panel within Fair Work Australia. The minimum 
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wages in modern awards will override any lower rates in an enterprise agreement 
made under the bill. 

The bill also requires Fair Work Australia to make a national minimum wage order 
to provide minimum wages for all award-free employees.” 

 
Further, the opening paragraph in the Explanatory Memorandum for the FW Bill 
focusses on the legislation meeting the needs and interests of employees, employers 
and the broader economy: 
 

“The Fair Work Bill 2008 (the Bill) creates a national workplace relations 
system that is fair to working people, flexible for business and promotes 
productivity and economic growth.” 
 

There is no reason why the Expert Panel should overlook Parliament’s stated legislative 
intention in favour of an ideological proposition which has very limited judicial support 
in respect of some specific provisions of the FW Act and no judicial support relating to 
Part 2-6 of the Act.  
 
Indeed a consequence of adopting the ACTU’s proposed approach could be to construe 
the FW Act in a manner which is against the interests of employers and the broader 
economy that the Act’s written objectives are designed to promote.  
 
The cases cited by the ACTU are not authority for the Panel exercising its functions 
under Part 2-6 in the manner contended by the ACTU. The decisions deal with specific 
employee claims under sections of the FW Act that provide individual employees with 
an entitlement or with relief, in the context of arguments about ambiguity. These cases 
are significantly different to the Annual Wage Review which requires the Expert Panel to 
exercise the function of establishing and maintaining a safety net of fair minimum 
wages, taking into account the listed factors in s.284(1) of the Act.  
 
The purpose of the Annual Wage Review is not to confer a benefit or an entitlement on 
anyone, but for the FWC to perform a function in creating and establishing a safety net 
of fair minimum wages. Accordingly, to construe Part 2-6 as beneficial legislation for the 
purpose of employees would be erroneous and inconsistent with the language and 
purpose the Part.  
 
Accordingly, there are no grounds on which to legitimately characterise Part 2-6 as 
beneficial legislation.  
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Expert Panel Questions for submissions in reply 
 
On 1 April 2014 the Expert Panel published a set of questions for parties to address in 
their submissions in reply. The questions and Ai Group’s responses are set out below: 
 
• Question 1:  

 
During the Annual Wage Review 2013–14 preliminary consultations, the Australian 
Fair Pay Commission’s 2009 Wage-Setting Decision to maintain minimum wages 
“at their current levels” was raised in relation to the commissioned Research 
Report 7/2013—Minimum wages and their role in the process and incentive to 
bargain. Do parties have any material or research that examines the effects of the 
2009 Wage-Setting Decision on the economy, with a particular focus on 
employment, unemployment and wage movements? 

 
Ai Group response: Ai Group does not have any specific research on the effect of the 
Australian Fair Pay Commission’s 2009 Wage Setting Decision. 
 
• Question 2: 
 

Earlier this year, over 600 economists in the United States signed a letter in 
support of raising the United States of America’s federal minimum wage in three 
steps by 2016. The letter noted that:  

 
“In recent years there have been important developments in the academic 
literature on the effect of increases in the minimum wage on employment, 
with the weight of evidence now showing that increases in the minimum 
wage have had little or no negative effect on the employment of 
minimum-wage workers, even during times of weakness in the labour 
market. Research suggests that a minimum-wage increase could have a 
small stimulative effect on the economy as low-wage workers spend their 
additional earnings, raising demand and job growth, and providing some 
help on the jobs front.”4 

 
Do parties have any views on the issues raised in the letter, in particular the 
discussion quoted above? 

 
  

                                                      
4 Economist Statement on the Federal Minimum Wage, Economic Policy Institute, available at: 

http://www.epi.org/minimum-wage-statement/.   

http://www.epi.org/minimum-wage-statement/
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Ai Group response: The issue of the impact on aggregate demand and therefore jobs 
growth needs to be seen in the context of what is foregone when there is additional 
wages growth.  If for example the increase in wages resulted in lower profits and/or less 
“discretionary” business spending than otherwise, there would be offsetting losses of 
aggregate demand from these sources.  Similarly the impacts on other labour income 
(i.e. other than the increased income to minimum wage workers with jobs) could 
include lower hours worked with similar offsetting impacts on aggregate demand.  
 
• Question 3: 
 

In February 2014, the Resolution Foundation in the United Kingdom published a 
policy discussion paper on options for strengthening the United Kingdom’s 
National Minimum Wage (NMW), noting: 
 

The NMW has had such a limited ripple effect that workers now cluster at 
the NMW, making the minimum wage the going rate in some sectors. 

 
How should the findings in relation to the limited ripple effect further up the pay 
distribution in the United Kingdom be interpreted by the Commission? What are 
the key differences between minimum wage regulation in Australia and the United 
Kingdom that would affect the relevance of the UK findings to Australia?  

 
Ai Group response: The UK National Minimum Wage is currently £6.31 for adult workers. 
Findings in relation to the effect of increases in the UK National Minimum Wage are not 
particularly relevant in the Australian context because the Australian award system 
provides, in effect, many hundreds of minimum wage rates which exceed the Australian 
National Minimum Wage.  
 
• Question 4: 
 

An article in The Economist titled “Minimum wages: The logical floor”, dated 14 
December 2013 discussed that ‘moderate minimum wages do more good than 
harm’. The article noted that: 

 
“In flexible economies a low minimum wage seems to have little, if any, 
depressing effect on employment. America’s federal minimum wage, at 
38% of median income, is one of the rich world’s lowest. Some studies find 
no harm to employment from federal or state minimum wages, others see 
a small one, but none finds any serious damage. Britain’s minimum wage, 
at around 47% of median income, with a lower rate for young people, also 
does not seem to have pushed people of out of work. 
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High minimum wages, however, particularly in rigid labour markets, do 
appear to hit employment. France has the rich world’s highest wage floor, 
at more than 60% of the median for adults and a far bigger fraction of the 
typical wage for the young. This helps explain why France also has 
shockingly high rates of youth unemployment: 26% for 15-to-24-yearld-
olds.” 

 
Do parties have any views on the discussion quoted above? 

 
Ai Group response: The issue is not only one of unemployment and putting people out 
of work, Indeed, in Australia a bigger issue is high rates of official underemployment and 
discouraged job seekers which suggest that there is strong labour supply available at 
current wage rates. Raising wages is likely to be felt in fewer additional hours of work 
than would be otherwise be offered to the part-time workforce. This is likely to be 
where the impacts of minimum wages on labour demand are felt more keenly.  
 
• Question 5: 
 

What are the main issues that should be taken into account when interpreting the 
relevance of international minimum wage research for the Annual Wage Review? 

 
Ai Group response: International comparisons are useful in assessing the impact of 
minimum wages on cost competitiveness and relative standards of living.  
 
To the extent to which there are minimum wages employees in trade exposed industries 
such as manufacturing and retail, international comparisons of labour costs can help in 
understanding the competitiveness and employment impacts in Australia of changes in 
minimum wage levels.   
 
There are two areas where international comparisons are also relevant in assessing 
relative standards of living:  
 

1. The incomes of minimum wage employees in Australia relative to those in other 
countries is a relevant dimension to the broad issue of relative standards of living 
– i.e. do Australia’s minimum wage employees have higher or lower standards of 
living relative to minimum wage employees in other countries (especially 
similarly developed countries. An important part of this is whether minimum 
wage levels are high or low relative to those in other countries in PPP terms. 
Other issues are the impacts of social safety nets and the taxes on the 
purchasing power of minimum wage employees.  The impacts of changes in the 
value of the currency on living standards can also be highlighted by comparison 
of wage levels on a PPP basis. 
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2. Given the difficulties in assessing what is fair or reasonable in terms of relative 
standards of living, international benchmarks about the relativities between 
minimum wages and average or median wage levels in different countries 
provide a good point of departure with a relevant question being: is the ratio of 
minimum to average wage levels in Australia relatively high or low?  

 
• Question 6: 
 

What are the parties’ views on the recent trends in the Australian youth labour 
market and what are some of the factors that have contributed to these trends? 
Are these trends structural or cyclical? 

 
Ai Group response: Youth unemployment levels remain unacceptably high and young 
workers face more barriers than adults in finding work because of their lack of 
experience in the workforce. The Expert Panel needs to be very mindful of this when 
determining the level of any minimum wage increase. A related factor which militates 
against an excessive increase being awarded this year is the large minimum wage 
increase recently granted by the Fair Work Commission to apprentices and some junior 
employees during the Modern Awards Review 2012. 
 
• Question 7: 
 

Some recent literature suggests there has been a trend towards increased 
inequality in many countries, including Australia, over the past 20 or so years. 
What are the implications of income inequality for relative living standards and 
the needs of the low paid, and promoting social inclusion through increased 
workforce participation? 
 
There is an interesting article in a recent Economic Roundup about income 
inequality in Australia and the role of increased workforce participation in this.  
Note that a key argument of ours is that participation in paid work (as opposed to 
“workforce participation” which includes unemployed people) is probably 
inversely related to changes in minimum wage levels given the extent of 
oversupply of the labour market – measured by unemployment + 
underemployment + discouraged workers. 

 
Ai Group response: There is an excellent recent article “Income Inequality in Australia” 
by Michael Fletcher and Ben Guttmann of The Australian Treasury (Economic Roundup 
Issue 2, 2013).5  
 

                                                      
5http://www.treasury.gov.au/~/media/Treasury/Publications%20and%20Media/Publications/2013/Econo
mic%20Roundup%20Issue%202/Downloads/PDF/3-Income-Inequality-Paper.ashx 

http://www.treasury.gov.au/~/media/Treasury/Publications%20and%20Media/Publications/2013/Economic%20Roundup%20Issue%202/Downloads/PDF/3-Income-Inequality-Paper.ashx
http://www.treasury.gov.au/~/media/Treasury/Publications%20and%20Media/Publications/2013/Economic%20Roundup%20Issue%202/Downloads/PDF/3-Income-Inequality-Paper.ashx
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The following points are derived largely from this article.  
 
The most comprehensive definition of income for the purpose of measuring income 
inequality is “household disposable income equivalised for family size”.   Household 
incomes are preferred to individual incomes because of the close interdependencies 
between members of households but it is necessary to adjust (“equalivalise”) household 
income to take into account differences in the numbers of people in 
households.  Disposable incomes are preferred to incomes t before taxes and transfers 
because of the important role that Australia’s redistributive tax and transfer systems 
have on household incomes.  

 
Over the long term (1982 to 2011-12) there has been “a slight positive trend in the Gini 
coefficient.” This points to an increase in income inequality over this period. 

 
Closer analysis of the income distribution suggests that the bulk of the increase in 
income inequality is due to the faster growth of income among the richest ten percent 
of the income distribution.   

 
• Fletcher and Guttmann make the point that “overall, between 1994-95 and 2011-12 

the P80/P20 and the P80/P50 ratios have been fairly steady, with periods of small 
variation.   

 
• “The P90/P10 line shows a steeper upwards trend than the other two data lines, 

with a pronounced drop occurring from 2007-08 to 2011-12. These findings are 
similar to the trend in the Gini coefficient, and are probably due to rises in 
investment incomes over this period which accrued mostly to those at the top of the 
income distribution.” 

 
Fletcher and Guttmann note that this cuts both ways and that “with the onset of the 
global financial crisis (GFC) and the subsequent fall in asset prices, particularly on the 
stock market” the P90/P10 ratio was reduced. 
 
A key argument made in the Fletcher and Guttmann analysis is that over the past 
decade and a half, “unlike equivalised household income, labour earnings inequality has 
been falling in Australia at a household level”. They attribute this to the “greater access 
to and participation in the workforce at the low end of the income distribution” which 
has more than offset the relatively strong growth of wages earned by higher income 
households. 
 
This argument points very strongly to the benefits, not just for real living standards but 
also for relative standards of living, of an approach that places primary emphasis on the 
impact that changes in minimum wages have on the demand for labour.   
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Particularly at times like the present when there is an oversupply of labour at prevailing 
wage rates (as evidenced by high rates of labour force underutilisation), a more modest 
wage increase will see more new jobs created and more additional hours being offered 
to part-time workers than will be the case if wage increases are high.  This is likely to 
provide a bigger boost to household incomes and a more positive impact on social 
inclusion than would be the case if rises in minimum wages acted as a deterrent to job 
creation and additional hours of work being offered.  
 
Finally we note that the analysis of income inequality undertaken by Fletcher and 
Guttmann highlights two fundamental factors that mean that comparisons of minimum 
wages with other wage and non-wage incomes are not particularly useful guides to 
household inequality (and therefore relative standards of living). In particular, a 
minimum wage earner may be part of a high or low income household and this 
household may be a net beneficiary or a net contributor to the overall tax and transfer 
system.   
 
Request to take part in the Final Consultations with the Expert Panel 
 
Ai Group requests to take part in the Final Consultations with the Expert Panel on 21 or 
22 May.  
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