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The Western Australian Council of Social Service

is the leading peak organisation for the community services sector in Western
Australia We represent 300 members and over 800 organisations involved in
the provision of services to hundreds of thousands of individuals, families and
children in our community each year.

The Council speaks with and for Western Australians who use community
services, to bring their voices and interests to the attention of government,
decision makers, media and the wider community.

The Council represents organisations in a diverse range of areas including:
- health;
- community services and development;
- disability;
employment and training;
aged and community care;
family support;
children and youth services;
drug and alcohol assistance;
Indigenous affairs;
support for culturally and linguistically diverse people;
housing and crisis accommodation; and
safety and justice

Despite the introduction of the Fair Work Act 2009, many organisations in the
community services sector are still incorporated entities without significant
or substantial trading or financial activities, and are therefore subject to the
WA Industrial Relations Commission’s (WAIRC) jurisdiction.

The Council has an interest in ensuring that the wages of all low paid

employees — including those employed in the community sector — keep
pace with the cost of living and community standards.




1.0 Introduction

The Western Australian Council of Social Service (the Council) considers the minimum wage to
be a vital means of protecting low-income workers from poverty, as well as contributing to the
delivery of economic benefits to the wider Western Australian community. As the peak body of
the community service sector in WA, and as an advocate for low income and disadvantaged
people, the Council has a particular interest in the adequacy of living standards and quality of
life experienced by Western Australians living on low incomes.

The Council’s submission to the 2017 State Wage Case relies on the provisions in the Industrial
Relations Act 1979, at Clause 50A(3)(a) for the Commission to consider in its determination of
minimum rates of pay the need to:

i ensure that Western Australians have a fair system of wages and conditions;

ii.  meet the needs of the low paid;

iii.  provide fair wage standards in the context of living standards generally
prevailing in the community;

iv.  contribute to improved living standards for employees.*

In preparing this submission, the Council has carefully considered the changing economic and
workplace environment for low-wage workers. We have endeavoured to ensure our submission
is up to date and directly relevant to the lived experience of minimum wage workers in WA. We
do so in order to provide the Commission with the best available data upon which to base its
deliberations.

2.0 The Council’s claim

The Council submits that an increase to the State Minimum Wage rate (and in the minimum
award rates for junior employees, apprentices and trainees) of $45 per week up to the C10
level and 5.7% beyond that level is consistent with the need to maintain a fair system of
wages and conditions in the current Western Australian context; and (b) a very reasonable
increase which takes into account current economic conditions.

The primary basis for the Council’s claim is that this increase is needed in order to provide fair
wage standards in the context of the living standards generally prevailing in the community, and
to contribute to improved living standards for employees.

While minimum wage increases in recent years have been welcomed by the Council and low-
wage workers in the community, the Council contends that it has been many years since a
minimum wage decision has delivered demonstrable improvement to living standards for low-
wage employees.? In reality, minimum wage decisions have consistently fallen short of what the
Council has considered necessary for low wage employees to actually keep up with cost of living

Y Industrial Relations Act 1979 (WA)
2 As per s50A (3)(a) iv.



increases. As a result, the standards of living of those on the lowest wages have fallen further
behind community expectations and standards.

Given the rise in insecure work, unpredictable work hours and under-employment, the Council
contends that the Western Australian Industrial Relations Commission should give increased
consideration to the capacity of the minimum wage to adequately support the significant
numbers of workers in these circumstances to maintain a basic standard of living, and by doing
so ensure our labour market can respond effectively to changing conditions and emerging
opportunities.

Taking into account the current weaker state of the Western Australian economy (relative to
the period of the mining boom), the Council suggests that a $45 per week increase in the state
minimum wage will increase the spending power of those with the largest marginal propensity
to consume — that is, those on lower incomes. It follows that the resulting increased spending
will help drive growth in retail spending, improve consumer confidence, and help drive the
economy. Increasing the adequacy of the minimum wage is arguably one of the most effective
means of stimulating the economy, reducing inequality within our community, and maintaining
community living standards.



3.0 The Changing Nature of Work

The nature of work within our community has changed dramatically in the last two decades,
with increasing levels of short-term and insecure employment, increasing uncertainty in hours
worked and income received from week to week, and increasing levels of underemployment.

Over the last ten years, Western Australia has seen a significant increase in levels of
underemployment, reaching a seasonally adjusted rate of 17.3 per cent as of February 2017.

Figure 1: WA Underemployment Rate (Seasonally Adjusted)?
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The Western Australian labour market has seen a shift away from full-time to part-time
employment, with full-time employment growth declining since the end of the mining boom,
and a rise in the part-time employment growth rate to 10 per cent as of 2016.* This trend has
been particularly pronounced in WA’s female labour force, where the growth in part-time work
is outpacing the rest of Australia.

3 ABS (2017) 6202.0 Labour Force, Australia, Table 23. Underutilised persons by State, Territory and Sex — Trend,
Seasonally adjusted and Original

4 Bankwest Curtin Economics Centre (2016) Back to the Future: Western Australia’s economic future after the boom,
Focus on Western Australia, Report Series No. 8, p 54



Figure 2: Growth in full-time and part-time employment by gender in WA versus rest of Australia, 2009 to 2016,
per cent®

Western Australia is also seeing both a faster and greater growth in the share of casual
employees than the rest of Australia, rising to 22.5 per cent in 2014.

Figure 3: Share of casual employees, WA versus Australia, 2006 to 2014, per cent®

% Ibid.
% Ibid. p 57



Studies have shown that underemployment, like unemployment, can lead to poor mental health
outcomes as a result of a financial hardship and a lack of a sense of mastery and social support.
The lack of adequate employment can lead to high levels of distress, which may in turn hinder
employment and educational opportunities.’

Former FIFO workers and those employed in mining-related industries are increasingly finding
themselves underemployed. The follow-on impact of the significant reduction they have
experienced in their income, is to make the management of their mortgages and borrowings
highly stressful and complex, leading to increased levels of default and financial hardship. They
may find also themselves resorting to as payday lenders or high levels of credit card debt to
make ends meet.

For those who are already struggling to get by, accessing payday lending to pay off debts for
normal living expenses (such as utility bills when they receive a disconnection notice) further
compounds their financial problems. The high interest rates and fees on these loans make them
difficult to repay, leading many to get stuck in a cycle of repeat borrowing and debt.

Consumer leases, or ‘rent to buy’ schemes are also being offered to many who do not have
capacity to pay them. Consumers purchasing essential goods, such as fridges and washing
machines, often end up being charged three times their value. Many fail to keep up with
payments and end up having them repossessed after paying much more over time than they
were worth.

Recent analysis undertaken by the Financial Counsellors’ Association of Western Australia found
that the highest consumers of payday lending in Perth were found in the ‘working class’ suburbs
of Wanneroo/Wangara, Morley, Carey Park, Balga, Yokine and Innaloo.

The Council argues that as a result of the increasing casualisation and shift to part-time
employment in the workforce, it is crucial that the Commission ensure that the State
Minimum Wage is able to meet the needs of not only low paid full time workers, but that it
also provides a fair wage for part-time and casual workers to be able to meet the living
standards prevailing in the community.

Contemporary economic literature and empirical studies have been unable to demonstrate
conclusively the effect of changes to minimum wages in Australia on employment or hours
worked. As noted in Section 7.3 of this submission, a study of youth labour markets found that
there was no evident correlation between youth unemployment rates and minimum wage rises
in Australia.

The Low Pay Commission in the United Kingdom continues to report that the research it has
conducted over the last 15 years has demonstrated that increases in the minimum wage in the
UK have had no significant effect on employment or hours at an aggregate level.® Though it is
important to be cautious of drawing conclusions for Western Australia’s wage system from

7L Crowe, P Butterworth, L Leach (2016) ‘Financial hardship, mastery and social support: Explaining poor mental
health amongst the inadequately employed using data from the HILDA survey’ SSM — Population Health vol. 2, p. 408
8 Low Pay Commission (2016) National Minimum Wage Report



international comparisons, it provides a useful point of consideration against the view that
minimum wage increase inevitably have a negative employment impact.

4.0 Income and Wealth Inequality

As would be anticipated, those on and around the minimum wage can be found predominantly
within the 2"¢ and 3" income quintiles.

Figure 4: Share of population according to equivalised household income, minimum wage reliance
and employment status®

The 4™ and 5% quintiles hold 83.4 per cent of household net wealth in Western Australia, as
seen in Figure 3.

Figure 5: Share of household net wealth by quintile: Western Australia, 2013-14°

The relationship between income and wealth is an important one, as wealth can act in and of
itself as a source of income, and income (where sufficient) can provide a means by which to

% Productivity Commission (2015) Workplace Relations Framework, Productivity Commission Inquiry Report Volume 1,
p 210

10 Bankwest Curtin Economics Centre (2016) Back to the Future: Western Australia’s economic future after the boom,
Focus on Western Australia, Report Series No. 8, p 22
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accumulate wealth. Furthermore wealth, in the form of accessible savings or liquid assets, can
act as a buffer to enable greater workforce mobility and financial resilience, so that workers
moving in and out of insecure employment or pursuing more promising future prospects have
the capacity to be more mobile and financially secure.

As demonstrated by the Gini coefficient from the most recent ABS Survey of Income and
Housing data, Western Australia has the highest rate of income inequality in Australia. The Gini
coefficient is a measure of income distribution amongst a population. The numbers range
between 0 and 1, with 0 corresponding to perfect income equality and 1 corresponding to
perfect income inequality. Examining the Gini coefficient for all Australian states, Western
Australia can be seen to have the most unequal distribution of income across Australia — higher
even than the nation as a whole.

Figure 6: Gini Coefficient 2013-14 (National and States) *

Gini Coefficient

WA 0.371
NSW 0.345
Australia 0.333
Queensland 0.325
Victoria 0.314
SA 0.291
Tasmania 0.281
ACT 0.272

NT 0.268

The Council remains concerned about the rate at which the gap between the state minimum
wage rates and median pay levels has grown in Western Australia. As of November 2016, the
minimum wage was only 40.7 per cent of the WA Average Weekly Ordinary Time Earnings
(AWOTE). In November 2006, the minimum wage was 46.7 per cent of the WA AWOTE.

11 ABS (2015) 6523.0 — Household Income and Wealth, Australia, 2013-14
10



Figure 7: WA AWOTE vs State Minimum Wage
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Since 2006, AWOTE increased in WA by over 57 per cent, while the State Minimum Wage only
increased by around 37 per cent.

A $45 increase to the minimum wage will not be enough to reverse this trend of growing
inequality. Based on the November 2016 WA AWOTE, a $45 increase would still only bring the
State minimum wage up to 43.3 per cent of WA AWOTE - 3.4 per cent lower than November
2006.

Allowing the inequality within the Western Australian community to deepen, which would
result from an insufficient increase to the minimum wage, will result in longer periods of less
sustained economic growth.

The relationship between income and (largely non-discretionary) expenditure means that every

extra dollar a low-wage worker earns is more than likely to end up boosting demand for goods

and services, with those on the lowest incomes spending a proportionally higher amount of
their earnings.

11



Figure 8: Household Income, Consumption and Saving by equivalised household income quintile, 2014-152
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A 2015 OECD report found:

Drawing on harmonised data covering the OECD countries over the past thirty years, the
econometric analysis suggests that income inequality has a sizeable and statistically
significant negative impact on growth, and the achieving greater equality in disposable
income through redistributive policies has no adverse impact on growth.3

In fact, between 1985 and 2005 income inequality rose by more than 2 Gini points on average
across 19 OECD countries, which is estimated to have resulted in cumulative growth between

1990 and 2010 being 4.7 percentage points lower.*

This study reinforces the findings by Ostry, Berg and Tsangarides (2014) from the International
Monetary Fund’s (IMF) Research Department, who released a significant report on the topic of
inequality in 2014. Titled Redistribution, Inequality, and Growth.'®> One of the report’s key
conclusions is that “lower net inequality is robustly correlated with faster and more durable

growth, for a given level of redistribution.”*®

Inequality continues to be a robust and powerful determinant both of the pace of
medium-term growth and of the duration of growth spells, even controlling for the

size of redistributive transfers 17

12 ABS (2015) 5204.0.55.011 Australian National Accounts: Distribution of Household Income, Consumption and
Wealth, 2003-04 to 2014-15, Table 1.7

13 OECD (2015) ‘The Impact of Income Inequality on Economic Growth’, In It Together: Why Less Inequality Benefits
All, OECD Publishing, http://dx.doi.org/10.1787/9789264235120-en

14 |bid. ‘Overview of inequality trends, key findings and policy directions’, p. 26

15 Ostry, JD, Berg, A & Tsangarides, CG (2014) Redistribution, Inequality, and Growth, International Monetary Fund
Staff Discussion Note

16 |bid, p.4

17 |bid, p.25
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This finding is directly relevant to the considerations of the Commission on the State Wage Case
in regards to the state of the economy of Western Australia and the likely effect of its decision
on that economy and, in particular, on the level of employment, inflation and productivity in
Western Australia.'®

That is, lower levels of inequality deliver stronger economic growth.

Figure 9: Inequality and sustained growth'®

Taking a number of different variables and hazards of growth into account, including the type of
political institutions and trade openness, Berg and Ostry (2011) found that income distribution
remains “one of the most robust and important factors associated with growth duration.”

Figure 10: Effect of Increase of Different Factors on Growth Spell Duration?°

18 Industrial Relations Act 1979, Clause 50A(3)(b)

9P Loungani, J Ostry (2017) ‘The IMF’s Work on Inequality: Bridging Research and Reality’ IMFBlog,
https://blogs.imf.org/2017/02/22/the-imfs-work-on-inequality-bridging-research-and-reality/

20 Berg and Ostry ‘Inequality and Unstainable Growth: Two Sides of the Same Coin?’ (2011) IMF Staff Discussion Note
SDN/11/08
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As noted by the report’s authors, it is important to be aware of the inherent limitations of the
data set and of cross-country regression analysis more generally, but it is the case that the best
macroeconomic data available has supported this conclusion.

Figures compiled for The West Australian newspaper by the National Centre for Social and
Economic Modelling (NATSEM) in May 2017 have shown that the tax paid by a single parent on
the minimum wage will have increased by almost two thirds between 2012 and 2018. Singles on
half the average income have seen the same (66 per cent) increase in their tax burden while
their disposable income increased by just 7.6 per cent over the same period. People on the
minimum wage who were also receiving some form of government assistance saw a 44 per cent
increase in their tax bills.?

Those who were earning double the average wage however, saw their tax bill increase by only
21 per cent — a rate lower than any other income group examined in the NATSEM data.

Since 2015, Australia has been a signatory to the United Nations Sustainable Development
Goals. These goals commit us to progressively achieving and sustaining income growth for the
bottom 40 per cent of the population at a rate higher than the national average by 2030.22 The
continued growth of the divide between the minimum wage and average earnings
fundamentally prevents this goal from being achieved with the evidence above giving a strong
indication that the opposite is in fact happening and Australia is failing to meet out international
commitments, with income inequality increasing and the bottom 40 per cent falling further
behind.

To this end, a modest $45 per week increase to the level of the state minimum wage is a small
but important contribution the Commission can make to mitigating further growth in the level
of inequality, and thus contribute to the delivery of stronger economic and social outcomes in
Western Australia.

21 Shane Wright (2017) ‘Budget 2017: Lowest paid workers to pay for surplus’, The West Australian, 2 May 2017
https://thewest.com.au/news/wa/low-paid-foot-bill-for-surplus-ng-b88461253z

22 United Nations, ‘Goal 10: Reduce inequality within and among countries, Sustainable Development Goals,
http://www.un.org/sustainabledevelopment/inequality/
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5.0 Poverty and Financial Resilience

Using the standard 50% poverty line derived from a benchmark estimate of national median
equivalised income, as well as excluding those who report as having zero or negative income,
and deducting housing costs from income, the Social Policy Research Centre at UNSW have
calculated that there are nearly 240,000 Western Australians in poverty.?® The use of a national
median is likely to underestimate the experience of financial hardship in WA, given higher living
costs and higher median wages. Consideration of a 60% poverty line provides a good estimation
of those individuals and households who are struggling to get by and at risk of financial
hardship, suggesting an additional 150,000 Western Australians are at high risk.?*

Research published by ACOSS and the Social Policy Research Centre found that across Australia,
almost one third of people living in poverty in 2014 were in households where wages were the
main source of income:

e Using the OECD-preferred 50% of median disposable income poverty line, a total of
959,800 people in households for which wages were the main source of income lived in
poverty in 2014. This comprises 32% of all people in poverty.

e Using the European Union-preferred poverty line of 60% of median disposable, a total
of 1,048,900 people in households for which wages were the main source of income
lived in poverty. This comprises 34% of all people in poverty.

e Households living below these poverty lines mainly comprised families with children
(53% of households living below the 50% poverty line and 50% of those below the 60%
poverty line).®

Poverty is a well-established social determinant of health,?® including psychological health.

Persistent poverty plays a demonstrable role in increasing levels of psychological distress.?’

Figure 11: Persistent poverty and psychological distress

23 Unpublished figures produced for WACOSS by the Social Policy Research Centre at UNSW and ACOSS
24 |bid.
25 ACOSS/SPRC (2016) Poverty in Australia 2016
26 M Marmot (2005) ‘Social determinants of health inequalities’ The Lancet, Vol 365, Issue 9464
27 A Duncan (2016) ‘Poverty in WA — WACOSS Ant-poverty week’ presentation, Bankwest Curtin Economics Centre
15



Poverty also places people’s financial resilience under significant pressure. As defined in a
recent report by the Centre for Social Impact:

Financial resilience is the ability to access and draw on internal capabilities and
appropriate, acceptable and accessible external resources and supports in times of
financial adversity.%

On a scale of 1 to 4, with 1 being severe financial stress and 4 being financial security, Australia
has an overall financial resilience mean of 3.06. WA, however, not only has a lower level of
financial resilience than the overall mean, but in fact has the second lowest level out of every
state and territory.?

Figure 12: Financial resilience — state and territories3°

Poor financial resilience for low income households can mean that just one emergency or crisis,
such as crises related to their health, employment or living situation, could find them facing
severe financial shock and becoming over-indebted.

Financial resilience also provides an indication of a household’s workforce responsiveness.
Those who are unable to draw upon resources and supports in a time of financial adversity,
have a lower capacity to weather periods of unemployment or underemployment, or to have
enough financial independence to be able to effectively seek a new job.

As can be seen in Figure 7, those on the lowest incomes across Australia have higher levels of
financial stress and vulnerability.

28 Centre for Social Impact, Financial Resilience in Australia, August 2016
29 |bid.
30 |bid.
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Figure 13: Financial resilience — income (Australia)®*

An increase to the minimum wage would be an important step towards enabling those in low-
income households to improve their financial resilience, enabling them to respond more
effectively to changing employment and financial circumstances. A lack of resilience and a
concomitant increase in financial hardship means both an increase in reliance on financial
counselling and emergency relief services (who are already reporting high levels of unmet
need), and a reduction in labour market responsiveness — both of which impact adversely on the
strength of our economy and the well-being of low paid workers and their families.

6.0 The Cost of Livingin WA

The Council’'s members bear professional witness to the plight of low-income individuals and
households —in particular, those who have struggled to achieve and maintain an acceptable
standard of living by Western Australian standards, while working full time.

Increasing household fees and charges, as well as the lack of affordable accommodation for
those on low incomes places significant strain on the financial resilience of those earning the
minimum wage.

The 2016-17 WA Budget shows the impact of rising household fees and charges in 2016-17 is
an additional $257 or 4.76% for a representative WA household, which includes the $99 for the
expanded insurance cover under the CISS.3? Since 2011/12, there has been a rise of $1,074.35 or

31 |bid.
32 WA Budget 2016-17, Budget Paper 3
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23.43 per cent. The representative household model in the State Budget Papers is based on a
household with a single income (full-time work), two adults and two children.

Figure 14: Household fees and charges, State Minimum Wage, CP| percentage changes

Percentage change %

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17

Household Fees and Charges e State Minimum Wage === CP|(March Quarter)

Source: WA Budget 2016-17, Budget Paper 3; ABS 6401.0 — Consumer Price Index, Australia, Mar 2017

Without a $45 per week increase to the level of the state minimum wage, those workers
earning a minimum wage will struggle with the cost of living and may fall into financial
hardship.

The ability of low-income households in WA to achieve a basic standard of living is the focus of

the Western Australian Council of Social Service’s (the Council’s) Cost of Living Report, which
has been produced annually since 2007. The report is produced in or after September every

year as it is reliant on the release of ABS figures for the financial year. This report models three

low-income households, and examines the adequacy of their income to enable them to afford a

basic standard of living in line with agreed community standards during the previous financial
year. Through this modelling, we seek to provide a picture of the challenges low-income
households face year by year as they endeavour to ensure their basic costs of living do not
exceed their meagre income.

18



Figure 15: Income and expenditure of our three model households (2015-16)

Income Expenditure Net Position

$72.08

Single Parent Family $978.00 $905.92

Working Family $1,425.59 $1,294.62 $130.97

Unemployed Single $310.46 $343.67 -$33.21

The model’s Single Parent Family works 18 hours a week for 39 weeks a year at minimum wage
plus casual loading and is eligible for government payments. The model’s Working Family has
one parent working full (minimum wage + 33%), with the other casual (16 hours per week at
minimum wage with casual loading). They too are eligible for government payments.

Though the 2016 report saw an appreciable improvement during 2015-16, it is important to
remember that these calculations make little to no allowance for the families to save, for the
single parent to undertake training in order to improve their employment prospects, or to
enable the family to be able to respond to an unexpected cost or crisis (if the fridge or car
breaks down). The single family does not have any health or home and contents insurance, and
the model does not provide for any spending on items such as birthday presents, school
excursions or other “non-essential” items.

For the full WACQOSS Cost of Living Report 2016, we direct your attention to the attachment
accompanying this submission.

5.1 Housing: The major cost of living pressure in WA

Housing, and in particular the unaffordability of the private rental market, and low supply of
public and community housing relative to demand, is the most pressing issue facing low-income
individuals and households in Western Australia. As the single largest living cost for WA
households, housing is also the biggest contributor to financial hardship and the biggest risk
factor for financial crisis for those on low and fixed incomes.

Given housing is a fundamental need that accounts for the largest percentage of household
expenditure, the Council submits that the unaffordability of housing in WA must remain a key
consideration of the Commission with regards to the need (under clause 50A(3)(a) of the
Industrial Relations Act 1979) to provide “fair wage standards in the context of living
standards generally prevailing in the community” And to “meet the needs of the low paid”.>

Rental affordability

On average, rent continues to make up around a third of weekly expenditure for low income
households. As can be seen in the graph below, while the overall median rent does not now
consume as much of the State minimum wage as it did during the peak of the economic boom
2013, it still accounts for over 51 per cent. For those households in the bottom 40 per cent of
Australia’s income distribution, they are considered to be in “housing stress” when their
housing costs exceed 30 per cent of their income — meaning that if a household earning a

33 Industrial Relations Act 1979, Clause 50A(3)(a)
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minimum wage is in the bottom 40 per cent of equivalised disposable income and is paying 51
per cent of their income on rent, they will most certainly qualify as being in severe housing
stress.

Figure 16: State minimum wage vs overall median rent
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It is important to recognise that the median rental price is a measure of the amount paid for
new rental contracts rather than ongoing ones. Many lower income earners are in a position to
negotiate their rents down due to a lack of experience and confidence or as a result of their
precarious financial situation (that is, they report being fearful of indicating to their landlord
they may have trouble paying the rent in the future as they might be perceived as a ‘risky’
tenant). Furthermore, as many are unable to find available and affordable alternative rental
options within their community, making the prospect of moving unfeasible and hence depriving
them of a negotiating position.

The discrepancy between median rents and the lived experience of those on low incomes is
what makes research such as the annual Anglicare Rental Affordability Snapshot so valuable.

This report takes a ‘snapshot’ on a given day of the rental market and examines whether the
properties being advertised are both affordable for a range of different low income types and
whether those properties are appropriate for the composition of their household.

The 2017 WA Rental Affordability Snapshot found that a couple with two children in the Perth
metropolitan area, where both parents were receiving the minimum wage and Family Tax
Benefit Part A, were able to find 5,817 affordable and appropriate rental properties, which
accounted to 46.8 per cent of those being advertised.?*

That number more than halves as soon as only one of the parents has access to the minimum
wage, down to only 2,244 affordable and appropriate properties or only 18 per cent of those
advertised.

34 Anglicare (2017) WA Rental Affordability Snapshot
20



For a single parent of two children on the minimum wage and receiving Family Tax Benefit Part

A and B, their options are even fewer, with only 764 properties affordable and appropriate or

only 6.1 per cent of those advertised. A single on the minimum wage earner would only be able

to find 124 or just 1 per cent of rental properties advertised that were affordable and

appropriate, which included boarding houses or renting a room in a share house.

Figure 17: Greater Metropolitan Perth WA

Percentage Affordable &

H hold T P T N Aff | Al i

ousehold Type ayment Type umber Affordable & Appropriate e
Couple, two children (one aged less Minimum Wage + FTB A (both o
than 5, one aged less than 10) adults) 5817 46.8%
Single, two children (one aged less - o
than 5, one aged less than 10) Minimum Wage + FTBA & B 764 6.1%
Single Minimum Wage 124 1.0%
Couple, two children (one aged less Minimum Wage + Parenting 2944 18.0%
than 5, one aged less than 10) payment (partnered) + FTB A & B o

The Southwest and Great Southern, and the Northwest regions follow the same percentage

trend, though the number of actual properties available are significantly lower. A single on the

minimum wage in the Southwest and Great Southern would only be able to find 27 properties

being advertised that were affordable and appropriate, while in the Northwest they would only

be able to find 13.

Figure 18: Southwest and Great Southern WA

Household Type Payment Type Number Affordable & Appropriate Percentage Affordable &
Appropriate

Couple, two children (one aged less Minimum Wage + FTB A (both 635 65.5%

than 5, one aged less than 10) adults)

Single, two children (one aged less Minimum Wage + FTBA & B 146 15.1%

than 5, one aged less than 10)

Single Minimum Wage 27 2.8%

Couple, two children (one aged less Minimum Wage + Parenting 275 28.4%

than 5, one aged less than 10) payment (partnered) + FTBA & B
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Figure 19: Northwest WA

Household Type Payment Type Number Affordable & Appropriate Percentage Affordable &
Appropriate

Couple, two children (one aged less Minimum Wage + FTB A (both 234 32.7%

than 5, one aged less than 10) adults)

Single, two children (one aged less Minimum Wage + FTB A & B 55 7.7%

than 5, one aged less than 10)

Single Minimum Wage 13 1.8%

Couple, two children (one aged less Minimum Wage + Parenting 103 14.4%

than 5, one aged less than 10) payment (partnered) + FTB A & B

These statistics demonstrate the Council’s position that, while there has been a clear reduction
in the median rental price, those on the lowest incomes are still facing very significant
challenges in the rental market. As a result they are either renting places that are inappropriate
for their life circumstances, or that consume a significantly higher percentage of their income
than is in line with agreed community standards. That is, rental affordability is significantly
contributing to financial stress in minimum wage households, resulting in high levels of
households in or at risk of poverty.

The fact that a single person on the minimum wage can only find 1 per cent of rental properties
in the Perth metropolitan region that are affordable and appropriate for their living conditions,
let alone only 13 properties in the entire Northwest, is a clear indication that the minimum
wage is insufficient and not meeting the needs of the low paid.
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5.2  Transportation

Low-income households are more likely to live in the outer and fringe areas of Perth, where
rental and housing costs are lower. A 2014 analysis by Anglicare of their rental affordability
snapshot data demonstrated the pushing out of affordability of renting for minimum wage
earners to the outer suburbs of Perth.*

With those in outer suburbs either having to take long commutes by public transport or are in
areas with little option other than driving, transportation costs take a proportionally larger bite
out of earnings of people on low incomes.

The 2016-17 State Budget saw an increase in motor vehicle fees and charges of $104.13 or
14.91 per cent. Public transport fees for those not on a concession rose by $18.20 or 2.07 per
cent.

35 Anglicare WA (2014) ‘Minimum wage earners living on the outer’
https://www.anglicarewa.org.au/news/article/04052014-207/minimum-wage-earners-living-on-the-outer.aspx
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Figure 20: Transport fees and charges

A 2016 survey on energy poverty in Western Australia, conducted by Bankwest Curtin
Economics Centre found that those on low incomes:

were often forced to buy cheap, older, higher fuel consumption cars and might drive
rather than walk in order to take advantage of lower priced food, for example, even
when a closer (but more expensive option) existed.3®

The cost of transport fuel was also found to have an impact on low-income earner’s job search
and employment decisions, with nearly one quarter of respondents in the lowest income
bracket indicating that concerns over the cost of getting to an interview had affected their
decision whether or not to attend.?’

5.3  Utilities

Difficulties in paying utility bills provide significant insight into the financial state of low-income
households in our community.

Having to pay a utility bill can necessitate a choice between avoiding homelessness or
purchasing food for the family versus retaining light and a running fridge or heating/cooling for
their home. As a result, low-income earners may be forced to forsake services, such as water or
electricity, which are essential to maintaining a reasonable standard of living in order to feed
themselves, or to keep a roof over their head.

2015-16 saw a significant increase in electricity and gas customers seeking assistance from their
energy retailer, and a rise in direct debit terminations due to default. In electricity, 11 per cent
or more than one in ten residential customers were granted more time to pay a bill (payment
extension), up from 8.7 per cent in 2014-15, with the proportion of residential electricity

36 Bankwest Curtin Economics Centre (2016) Energy Poverty in Western Australia: A Comparative Analysis of Drivers
and Effects. BCEC Research Report No. 2/16, p 284

37 1bid.
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customers on instalment plans reaching a six-year peak in 2015-16 at 4.7 per cent or nearly one
in five.

Retailers are required to keep records of the number of direct debit plans they have terminated
as a result of default (that is, non-payment in two or more successive payment periods). As can
be seen below, the last financial year saw a sizeable increase in the number of direct debit
cancellations due to non-payment.

Figure 21: Residential direct debit cancellations3?

In their annual performance report of energy retailers, the Economic Regulation Authority
directly quoted Synergy as explaining:

2015-16 was a difficult year for residential customers, with increasing demands on their
disposable income due to a decline in economic conditions.>’

The pressure on living costs from energy prices is not expected to decrease. Forecasts show
continued steep rises in electricity prices over the next year.

38 Economic Regulation Authority (2017) Snapshot of the small use energy market in WA

39 Economic Regulation Authority (2017) 2016 Annual Performance Report — Energy Retailers, p. 9
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Figure 22: Projected trends in residential electricity prices and annual costs in WA%°

The BCEC Energy Poverty survey found that a number of low-income households were resorting
to different measures in order to reduce their power bills.

Figure 23: Proportion of low income households reporting use of cost cutting measures*

The report found that rental households were dramatically less likely to be insulated, meaning
that those on low incomes were more likely to be using more power to regulate the
temperature in their dwelling.

40 Bankwest Curtin Economics Centre (2016) Energy Poverty in Western Australia: A Comparative Analysis of Drivers
and Effects. BCEC Research Report No. 2/16
41 |bid.
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Figure 24: Percentage of dwellings with insulation in Perth 2009/10 (%)*?

The Hardship Utility Grant Scheme (HUGS) provides financial assistance to those in financial
hardship in order to pay their utility bills. An average of 55 people a day applied for HUGS over
the last financial year, with approximately 10,000 Synergy customers referred to HUGS in
2015/16.%3

The Financial Counselling Network, which regularly assists those struggling to pay their utility
bills, estimates that, as a result of rising demand and insufficient resourcing, they will turn away
over 6,000 clients during this year who contact the service wanting to make an appointment.

Information provided to WACOSS by the financial counselling and emergency relief sectors
indicate that 99% of households in extreme financial hardship will be unable to re-pay their
electricity debts. The energy consumption of this type of household is on average twice as high
as the median account due to being unable to afford to invest in energy saving infrastructure or
appliances, as well as being more likely to live in energy inefficient housing without insulation.

As those households on average or better wages who own their own home are increasingly
investing in solar energy and battery storage systems to reduce their electricity costs, fixed and
network charges will continue to rise to maintain network profitability, resulting in an increased
impost on those on lower incomes and in rental properties who have neither the means nor the
choice to invest in photovoltaics, insulation or efficient new appliances.

The rising cost of energy in Western Australia is clearly outpacing the ability of those on low
incomes to be able to pay for it. A rise in the minimum wage is essential so that those on low
incomes are able to cover their power bills and maintain their living standards.

42 |bid.
43 J Kelly (2016) ‘Chill hits power bill' The Sunday Times, 28 Aug 2016, p 11
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7.0 The lmpact on Specific Cohorts

7.1 Community Sector Workers

Community sector service providers play an important role in supporting vulnerable members
of the WA community, including many who struggle to survive on low wages due to rising costs
of living. The community sector’s capacity to provide quality services to support vulnerable
members of the community depends on the availability of suitably skilled employees, many of
whom rely on award systems for their wages.

The community services sector in Western Australia has consistently been under-resourced, and
sector employees have been significantly underpaid when compared to public sector employees
undertaking similar work.

According to the Fair Work Commission, 440,000 Australian employees (28.8% of all employees)
in health care and social assistance were award-reliant in 2016. The sector was in the top four
industries with the highest proportions of award-reliant workers, together with the retail,
accommodation and food services, and administrative and support services sectors.*

Within WA, around 58% of the expenditure by WA charities and not-for-profits is on employee
expenses, totalling around $6.68bn. Employee expense are generally spent within the WA
economy, and often within the local geographic area in which the charity operates, creating a
multiplier effect. Staff on lower average salaries tend to spend a higher proportion of their
salaries on daily living expenses, adding to this multiplier effect. As such, the $6.7bn in annual
employee expenses makes a significant contribution to WA’s economy. Given that demand for
community services tends to be counter-cyclical and that 47% of services are funded from
public sources the charitable sector may be less subject to market forces and ‘boom-and-bust’
cycles than for-profit sector industries, hence playing a key role in diversifying our economy and
increasing its resilience.*

Furthermore, the health and social service sectors are projected to continue to be among the
fastest growing employers within our economy.

An increase of $45 per week to the minimum wage will make a measurable and significant
positive contribution to the improved living standards for employees in the community
services sector, while also having a stimulatory effect on the state of the Western Australian
economy.

44 Fair Work Commission (2017) Statistical report — Annual Wage Review 2016-17
45 Gilchrist, D. J. and P. A. Knight, (2017) WA’s Not-for-profit Sector 2017: The First Report on charities and Other Not-
for-profits in WA. A Report for the Western Australian Council for Social Service. Perth, Australia, p. 29
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7.2  Women

Research undertaken for the Fair Work Commission found that women are overrepresented
among those earning below or just above the minimum wage. Women make up 47 per cent of
all adult employees, but between 50 and 57 per cent of those who earned below and just above
the minimum wage.*® With relevance to section 7.1 on community sector employees, it is
important to note that women comprise approximately 85% of the community sector workforce
and hence the pay gap for community sector workers contributes significantly to the overall
gender pay gap.¥’

As of November 2016, Western Australia continues to have the widest gender pay gap in
Australia at 23.9 per cent, compared to a nationwide gap of 16 per cent.®®

Figure 25: Male vs Female AWOTE

e \ale AWOTE Female AWOTE

The impact of the gender pay gap cannot be understated. In a recent joint report by the
Workplace Gender Equality Agency and Bankwest Curtin Economics Centre, it was stated that:

The consequences of such inertia in the gender pay gap are both severe and diverse. At
a macroeconomic level, gender pay gaps can depress economic growth and
productivity. At an individual level, it slows down the rate of wealth accumulation by
women relative to men. The ramifications reverberate across the life course, with
women bearing greater exposure to poverty and disadvantage at every age. Within the
context of an ageing population in which women are disproportionately represented,
gender pay gaps and gender wealth gaps not only pose significant risks for the

46 | Nelms, P Nicholson and T Wheatley (2011) Employees earning below the Federal Minimum Wage: Review of data,
characteristics and potential explanatory factors

47 ACOSS (2012, September) Reflecting Gender Diversity: An analysis of gender diversity in the leadership of the
community sector: Inauqural survey results, Prepared in partnership with YWCA Australia and Women on Boards.

48 Workplace Gender Equality Agency (2017) Gender pay gap statistics

https://www.wgea.gov.au/sites/default/files/gender-pay-gap-statistics.pdf
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economic wellbeing of Australian women, they also have important implications for
social equity and fiscal sustainability.*

Women comprise 75 per cent of the part-time workforce in Australia, as well as around 56 per
cent of all casual workers.>® Women also continue to experience underemployment at a higher
rate than men in Western Australia, with a rate of 19.4 per cent in February 2017, compared to
13.6 per cent for male workers.

Figure 26: WA Female vs Male Underemployment Rate % (Seasonally Adjusted)
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One reason for this The high rate of women experiencing underemployment is directly related
to the disproportionate responsibility women have for unpaid work (including the care of
elderly people, children and adults with disability and grandchildren). The living standards and
well-being of women on the minimum wage (including the high numbers in part-time and casual
work, as well as those experiencing insecure work and under-employment) thus has a wider
impact on the health and well-being of those they care for and those who are dependent on
them. In this context, the adequacy of the living standards of women with caring responsibilities
makes a wider contribution to community well-being. Conversely, where women on low
incomes are struggling to get by, there is a real risk that either their connection to the
workforce is put at risk, or that the value of the unpaid care they are delivering may need to be
met by the community.

In Australia, there is an average ‘gender time gap in unpaid care work’ of two hours and 19
minutes per day, with women spending 64.4 per cent of their working time on unpaid care work
a week, compared to 36.1 per cent for men.>!

49 Workplace Gender Equality Agency, Bankwest Curtin Economics Centre (2017) Gender Equity Insights 2017: Inside
Australia’s Gender Pay Gap

50 1bid.

51 Workplace Gender Equality Agency (2016) Unpaid care work and the labour market, Insight Paper
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Figure 27: Paid and unpaid work in Australia®?

A 2013 ABS report Persons not in the labour force, asked people who were not currently in the
labour force (but instead caring for children) why they were not in the labour force.

After excluding those respondents who were not in the labour force because their preference
was to care for their children (described as “Prefers to look after children”), the findings of the
survey question are shown in Figure 5.

Figure 28: Reasons those caring for children are not in the labour force 5
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52 |bid.
53 ABS (2014) 6220.0 - Persons Not in the Labour Force, Australia, September 2013, 62200TS0015 Persons Not in the
Labour Force, Australia - Main reason not working due to caring for children, Table 15.1
54 Excludes those who “Prefer to look after children”; ABS (2014) 6220.0 - Persons Not in the Labour Force, Australia,
September 2013, 62200TS0015 Persons Not in the Labour Force, Australia - Main reason not working due to caring
for children, Table 15.1
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Almost 47 per cent of respondents identified the cost of childcare as being a reason why they
were not in the labour force. As can be seen in Figure 22, CPI for childcare has continued to
increase at a steep rate since 2013.

Figure 29: Child Care Consumer Price Index>>
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It is evident from this information that childcare can be a significant cost of living issue for low
income households.

As a result, an increase to the minimum wage that addresses this cost of living pressure is

essential to promoting “equal remuneration for men and women for work of equal value.”>®

55 ABS (2017) 6401.0 — Consumer Price Index, Australia, Mar 2017
56 Industrial Relations Act 1979 (WA) s50A (2) (vii)
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7.3 Young people

The continued provisions for “junior rates” are an anachronism. It is the Council’s view that the
key determinant of the wage of someone under the age of 21 should be competence, rather

than age.

A 2014 study of youth labour markets found that there was no evident correlation between
youth unemployment rates and minimum wage rises in Australia.>’

Figure 30: Male Youth Unemployment Rates and the Real Minimum Wage

57 P Junankar (2015), 'The impact of the Global Financial Crisis on youth unemployment', The Economic and Labour
Relations Review, vol 26, no 2
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Figure 31: Female Youth Unemployment Rates and the Real Minimum Wage

While the minimum wage has seen steady increases since 1998, unemployment rates for male
and female youth had been falling continuously until the Global Financial Crisis (GFC). After the
GFC, youth unemployment rates increased, while the minimum wage increased slightly —
disproving the assumption that youth unemployment rates increase with minimum wages.>®
This finding is also consistent with international observations that have found no significant
impact of the minimum wage on youth employment.>®

Once we have moved beyond the idea that the wages paid to young workers need to be lower
than those of adults to address youth unemployment, the only remaining argument that youth
wages should be lower is the that their labour is somehow worth ‘less’. This clearly runs
counter to the fundamental principle of ‘equal remuneration for work of equal value’ that is
enshrined in our industrial relations system.

In a number of industries, such as childcare, certain levels of education and qualifications are a
requirement. In the childcare industry, for example, from 1 January 2014 new national
regulations required all educators in centre-based and family day care services at a minimum to
hold (or be actively working towards) a Certificate Il level education and care qualification.
Given these requirements must be met by all childcare staff, it is inequitable for a newly-
qualified Certificate lll holding 19 year old staff member to be paid less than a newly-qualified
Certificate Il holding 21 year old staff member.

58 |bid.
59 DHyslop and S Stillman, S. (2004) Youth Minimum Wage Reform and the Labour Market, New Zealand Treasury
Working Paper 04/03, p.i; Low Pay Commission (2016) National Minimum Wage Report p. 119
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The Council submits that the full rate of increase to the minimum wage must be applied to
both junior and adult wage rates. To only provide a proportion of the recommended $45 per
week increase would be unfair, as it would mean that the Commission would be failing to
meet the needs of the youngest and lowest paid full-time workers.
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Conclusion

It is the Council’s view that in order to “ensure that Western Australians have a fair system of
wages and conditions; meet the needs of the low paid; provide fair wage standards in the
context of living standards generally prevailing in the community; and contribute to improved
living standards for employees”® the State Minimum Wage needs to be raised by $45 per
week up to the C10 level and 5.7% beyond that level for adults, junior employees,
apprentices, and trainees.

Raising the State minimum wage is crucial for addressing the growth in cost of living pressures
which have, over recent years, disproportionately impacted low-income individuals and
households in WA. The Council has also called on the Commission to consider the positive
impact raising the minimum wage would bring to improving the ‘fairness’ of the wage system
for young people, community sector employees, women, and low-income workers in insecure
work arrangements.

The inability of single persons and single parent families on the minimum wage to find
affordable and appropriate housing is a clear indication that the minimum wage is not meeting
the needs of the low paid.

The combination of the increases in the costs of transportation that act as a barrier to job
seekers, the rising burden of utility prices, and the resulting increase in numbers of those
seeking assistance and defaulting on direct debit plans also demonstrate that the wages of the
lowest income earners are insufficient to meet the living standards generally prevailing in the
community.

Western Australia has become a state of vast income and wealth inequality where those on low
wages are struggling to get by. An increase to the state minimum wage is needed.

The changing nature of work in our society means that fewer people are able to access full-time
employment to provide for themselves and their families — a trend that Western Australia is
experiencing at a faster rate than the rest of Australia. It is crucial that the minimum wage is
increased to support the significant numbers of workers in casualised and part-time work to
maintain a basic standard of living, and by doing so ensure our labour market can respond
effectively to changing conditions and emerging opportunities

The Council’s modest claim of a $45 per week increase to the state minimum wage will deliver
an undeniable benefit to many of the lowest-paid workers, and their families. A strong
minimum wage — one which ensures people working full-time are provided with a decent
living standard, well above poverty levels — benefits individuals and their families, but also
delivers benefits to the Government, the community, and the Australian economy at-large.

60 |ndustrial Relations Act (1979)
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