
 

 

 

Submission of UnionsWA on 

the 2018 state wage order 
 

Appl No. 1 of 2018 

ON THE COMMISSIONôS OWN 

MOTION  

 

Western Australian Industrial Relations 

Commission 
 

 
Contact Details 
Phone:  08 9328 7877  

Fax:  08 9328 8132  
Street Address:  Level 4, 445 Hay St, Perth WA 

6000  
Postal Address:  PO Box Z 5380 St Georges Tce, 

PERTH WA 6831  
 

Email:  

 

Tim Dymond 

TDymond@unionswa.com.au  

 

  

  

mailto:TDymond@unionswa.com.au


 

1 
 

1. Introduction  

1.1. UnionsWA is the governing peak body of the trade union movement in Western Australia, 

and the Western Australian Branch of the Australian Council of Trade Unions (ACTU).  It 

represents 30 affiliated unions, who in turn represent approximately 140,000 Western 

Australian workers. 

 

1.2. Section 50A(3) of the Industrial Relations Act 1979 (WA) (IR Act) states that in making an 

annual State Wage order the Western Australian Industrial Relations Commission 

(Commission) shall take into consideration, amongst other things,  

(a)  the need to: 

(i) ensure that Western Australians have a system of fair wages and 

conditions of employment; and  

(ii)  meet the needs of the low paid; and 

(iii)  provide fair wage standards in the context of living standards generally 

prevailing in the community; and  

(iv) contribute to improved living standards for employees; and  

(v) protect employees who may be unable to reach an industrial agreement; 

and  

(vi) encourage ongoing skills development; and  

(vii) provide equal remuneration for men and women for work of equal or 

comparable value; 

(b)  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; 

(c)  to the extent that it is relevant, the state of the national economy; 

(d)  to the extent that it is relevant, the capacity of employers as a whole to bear the 

costs of increased wages, salaries, allowances and other remuneration; 

(e)  for the purposes of subsection (1)(b) and (c), the need to ensure that the 

Western Australian award framework represents a system of fair wages and 

conditions of employment; 

(f)  relevant decisions of other industrial courts and tribunals; and 

(g)  any other matters the Commission considers relevant. 

 

2. UnionsWA position on increasing Award and Minimum Wages 

2.1. UnionsWA contends that the Commission should make a substantial real wage increase for 

award-reliant workers. This is essential to address the ever widening gap between low paid 

workers and the rest of the workforce in WA. Therefore UnionsWA is advocating that the 

Commission increase Award wages and the statutory minimum wage by $50 per week or by 

6.2%, whichever is greater. For our claim, this should mean that the lower award rates from 

C14 to C10 will be increased by $50. It should mean that the higher rates C9 to C5 be 

increased by 6.2%. 

2.2. UnionsWA argues that the General Order to increase the state minimum wage should take 

effect from the end of June 2017, so that low wage workers get the full benefit for the 

maximum period of time. There are no exceptional circumstances that would warrant a delay 



 

2 
 

in the Orderôs implementation. The full increase within the Act should be applied to 

apprentices and juniors. 

2.3. Our State Wage Claim would have the following effect on each award classification level - 

using the current rates of the WA Metal Trades (General) Award. 

 

Current If proposed UnionsWA increase applied 

Classification Weekly Hourly Weekly Hourly 
% 
Change 

$ 
Weekly 
change 

$ 
Hourly 
Change 

C14 $708.90 $18.66 $758.90 $19.97 7.1% $50.00 $1.32 

C13 $726.50 $19.12 $776.50 $20.43 6.9% $50.00 $1.32 

C12 $750.30 $19.74 $800.30 $21.06 6.7% $50.00 $1.32 

C11 $772.40 $20.33 $822.40 $21.64 6.5% $50.00 $1.32 

C10 $810.10 $21.32 $860.10 $22.63 6.2% $50.00 $1.32 

C9 $832.70 $21.91 $884.33 $23.27 6.2% $51.63 $1.36 

C8 $855.10 $22.50 $908.12 $23.90 6.2% $53.02 $1.40 

C7 $875.60 $23.04 $929.89 $24.47 6.2% $54.29 $1.43 

C6 $920.60 $24.23 $977.68 $25.73 6.2% $57.08 $1.50 

C5 $943.20 $24.82 $1,001.68 $26.36 6.2% $58.48 $1.54 

2.4. The workers who are likely to be paid the lowest rate which they can be lawfully paid under 

the state system, are more likely to be in precarious employment arrangements. These are in 

turn more likely to be in service industry employment (such as retail, accommodation and 

food services) which are forecast to be significant for WAôs future employment levels.1 

                                                           
1 Commonwealth Department of Employment, Employment projections for the five years to May 2022, 

http://lmip.gov.au/default.aspx?LMIP/EmploymentProjections  

http://lmip.gov.au/default.aspx?LMIP/EmploymentProjections
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2.5. These workers did not get their fair share of WAôs recent strong economic growth, nor from 
its recent economic recovery. This has been demonstrated by measures of inequality such as  

¶ The gender pay gap 

¶ The disparity between the minimum wage and average weekly earnings 

¶ Household income inequality 

In a recent speech Reserve Bank Governor Philip Lowe observed that 

é it is difficult to see how a continuation of 2 per cent growth in wages is compatible with us 

achieving the midpoint of the inflation target ï 2½ per cent ï on a sustained basis. So from 

that perspective alone, a pick-up in wages growth over time would be welcome. Perhaps more 

importantly, sustained low wages growth diminishes the sense of shared prosperity that we 

have in Australia.2 

This is no less the case for Western Australia. Decisive action is required to address wage 

stagnation at the bottom end of wage distribution. Workers are spending, but their capacity to 

do so is threatened by increases in living costs that disproportionately impact the low paid. 

2.6. Decision to increase the minimum wage, both at the WA and national levels, have seen a 

decline of the minimum wage óbiteô compared to Average Weekly Ordinary Time Earnings 

(AWOTE). A more recent flattening of that decline is more to do with low wage growth 

generally rather than wage growth at the bottom. 

2.7. In its submission to the national minimum wage case, the Australian Council of Trade 

Unions (ACTU) points out that Article 3 of the 1970 ILO Convention 131 on Minimum 

Wage Fixation directs that when determining minimum wages, consideration be given to two 

factors:  

                                                           
2 Phillip Lowe, Governor RBA, Remarks at Reserve Bank Board Dinner (1 May 2018) 

http://www.rba.gov.au/speeches/2018/sp-gov-2018-05-01.html  

http://www.rba.gov.au/speeches/2018/sp-gov-2018-05-01.html
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(a) the needs of workers and their families, taking into account the general level of wages in 

the country, the costs of living, social security benefits and the relative living standards of 

other social groups;  

(b) economic factors, including the requirements of economic development, levels of 

productivity and the desirability of attaining and maintaining a high level of employment 

2.8. The ACTU goes onto argue that ósocial interests versus economic interestsô need not be at 
odds with one another. The growing body of empirical research studying the employment 

effects of minimum wages), the new economic orthodoxy regarding the economic risks of 

inequality other prominent schools of economic thought (such as dynamic monopsony and 

post-Keynesian economics) provide sound support for moving away from a position whereby 

deciding ñfair and relevantò minimum wages necessarily involves a contest between ñsocialò 

versus ñeconomicò considerations, towards a position where the assessment is fundamentally 

about the common good. 

2.9. In previous Annual Wage hearings the ACTU has supported the adoption of a medium term 

target for the minimum wage, of 60% of the median wage for full time employees. We 

believe that reaching such a target will deliver a ñliving wageò in the sense referred to in the 

ILO Constitution and respect the Australian tradition set by the Harvester decision of 

meeting ñnormal needs of the average employee, regarded as a human being living in a 

civilised communityò. We note that a target of 60% of the median has been explicitly 

adopted in United Kingdom and has been recommended or discussed among a number of EU 

institutions3 

2.10. The WA industrial Relations Commission should not preside over minimum wage 

adjustments that result in either falling, or merely ótreading water minimum wage bites. Just 

as the Commission has led the way in maintaining a higher state than national minimum 

wage that has taken into account, among other things, the relatively higher living costs in 

WA. It should also take the lead in reversing the erosion of relative living standards of low 

wage workers in order to maintain a fair system of wages and conditions. It should also act to 

inject a much needed increase in aggregate demand into the WA state economy, and limit the 

growth of income inequality as the state economy recovers. 

 

3. Estimating the demand impacts of our claim 

3.1. The increase in the WA minimum wage and award minimum wages will raise household 

spending and demand for goods and services in the WA economy. The increase in sales 

revenue will increase employment and profits. 

3.2. In their research report for the Fair Work Commissionôs Annual Wage Review 2017-18, 

Yuen et.al. set out the óCharacteristics of workers earning the national minimum wage rate 

and of the low paidô. Regarding the relationship of adult employees in their household, they 

found that half of low paid adult employees were partners in a couple household, with the 

next highest proportion being a non-dependent child. There were similar proportions of low-

paid couples that had children under 15 or no children.4 

                                                           
3 ACTU Submission to the Annual Wage Review 2018, pp.3-4 

https://www.fwc.gov.au/documents/sites/wagereview2018/submissions/actu-sub-awr1718.pdf  
4 Kelvin Yuen, Grant Ellis and Lucy Nelms, óCharacteristics of workers earning the national minimum wage 

rate and of the low paidô, Research Report 3/2018, p.26 

https://www.fwc.gov.au/documents/sites/wagereview2018/research/rr32018.pdf  

https://www.fwc.gov.au/documents/sites/wagereview2018/submissions/actu-sub-awr1718.pdf
https://www.fwc.gov.au/documents/sites/wagereview2018/research/rr32018.pdf
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3.3. The Australian Government submission to the Annual Wage Review shows the immediate 

impact on disposable income for various household types following the 2017 national 

minimum wage rate increase (of 3.3 per cent). Household disposable income increased for all 

types of households, however the percentage of the wage increase retained varied based on 

the type of transfer payments received by the household.5 

                                                           
5 Australian Government Submission (13 March 2018) p.69 

https://www.fwc.gov.au/documents/sites/wagereview2018/submissions/ausgov-sub-awr1718.pdf  

https://www.fwc.gov.au/documents/sites/wagereview2018/submissions/ausgov-sub-awr1718.pdf
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3.4. The ACTU has used these figures to obtain an estimate of the effect on income and 

employment of its claim of for a $50 increase at the national level. Using the above 

household (HH) composition estimates and the assumed percentage of total low paid workers 

in those households, they derive an estimate of the increase in household disposable income, 

and the percentage of the wage increase that is retained. Assuming the initial increase in 

disposable income is fully  spent (an assumption shared by Federal Treasurer Scott 

Morrison6), the ACTU has been able to estimate the contribution to total marginal propensity 

to consume (mpc) ófirst round no savingsô ï i.e. the percentage of a wage increase retained 

by each category of employee, weighted by the share of that category in the total low paid 

employees. 

                                                           
6 óHe says household consumption figures have been moderate at best, and contends that tax cuts aimed at lower 

and middle-income earners ð those earning below the $87,000 threshold ð would target those with the greatest 

propensity to consume out of any additional income.ô óBudget 2018: Morrison determined to restrict tax burdenô 

The Australian (5 May 2018) https://www.theaustralian.com.au/news/inquirer/budget-2018-morrison-

determined-to-restrict-tax-burden/news-story/c62137593fbe26ec2e8e6059ff9b98b4  

https://www.theaustralian.com.au/news/inquirer/budget-2018-morrison-determined-to-restrict-tax-burden/news-story/c62137593fbe26ec2e8e6059ff9b98b4
https://www.theaustralian.com.au/news/inquirer/budget-2018-morrison-determined-to-restrict-tax-burden/news-story/c62137593fbe26ec2e8e6059ff9b98b4


 

 

 



 

3.5. The number of low paid employees is the total of award reliant employees earning $25 or 

less, the total is 66.5% of all award reliant employees, provided to the ACTU by ABS: 

customised Survey of Employee Earnings and Hours (cat. no. 6306.0), May 2016. The 

annual wage increase is based on allocating the weekly dollar NMW increase retained for 

each employee category, across all award reliant employees earning $25 per week or less, a 

conservative estimate. This is multiplied by 52 to obtain the annual dollar increases. It is a 

static estimate in that the net effect of taxes and transfers on the increase retained is assumed 

to be constant for the NMW increase, whereas the net marginal outcome is ambiguous 

because tax is likely to increase and welfare support is likely to fall. 

3.6. The ACTUôs second table presents the estimates of employment effects in the first and 
second years after the increase, assuming the spending based on the increase is undertaken in 

those respective years. The increase in employment in the first year is between 50,000 and 

57,000. The increase in the second year is 30,000 based on an increase of spending of 0.69 

from that, with deductions for average savings and inflation. 

 

3.7. The ACTU is making a conservative estimate of the number of jobs that would be created 

nationally over the year should its claim be accepted at the national level. UnionsWA argues 

that, while the stimulatory impact of a similar wage increase at the WA level is harder to 

quantify, it should still be considered as an argument in favour of the stronger real minimum 

wage increase. The WA industrial Relations Commission has the opportunity to make a 

major contribution to furthering the growth of the WA economy. 

 

4. Who is likely to be impacted by the state wage case? 

4.1. UnionsWA is utilising the analysis of contained in the Interim Report - Ministerial Review of 

the State Industrial Relations System. This is alongside ABS labour force data, and 

information from the Department of Commerce website. 
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4.2. The Interim Report describes the numbers of employees who are covered by the State system 

as potentially between 21.7 per cent and 36.2 per cent of the employees in the State.7 

 

4.3. Businesses judged to be more likely to be in the state industrial relations system are those 

that are unincorporated. These workers are more likely to be impacted by the state minimum 

wage case. The Interim Report sets them out as follows: 

 

 

                                                           
7 Interim Report - Ministerial Review of the State Industrial Relations System (20 April 2018), pp.60-1, 440, 

https://www.commerce.wa.gov.au/sites/default/files/atoms/files/ministerial_review_of_the_state_industrial_rela

tions_system_interim_report.pdf  

https://www.commerce.wa.gov.au/sites/default/files/atoms/files/ministerial_review_of_the_state_industrial_relations_system_interim_report.pdf
https://www.commerce.wa.gov.au/sites/default/files/atoms/files/ministerial_review_of_the_state_industrial_relations_system_interim_report.pdf
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4.4. The Interim Report also includes date from the Wageline contact centre in the Private Sector 

Labour Relations Division (PSD) of the Department of Mines, Industry Regulation and 

Safety, which receives approximately 20,000 calls per annum. The internal analysis of 

Wageline data for 2016/17 shows that, of the calls that pertained to the State system: 

a) 20 per cent related to award free employees; 

b) 14 per cent concerned the Building Trades (Construction) Award; 

c) 11 per cent concerned the Restaurant, Tearoom and Catering Workersô Award; 

d) 9 per cent concerned the Hairdressers Award; and 

e) 8 per cent concerned the Shop and Warehouse (Wholesale and Retail 

Establishments) Award. 

4.5. The Interim Report provides a list of Award free employees in Western Australia. It notes 

that it includes those who work in industries or occupations that could be considered as 

traditionally award-type work and/or who would be covered by a modern award if employed 

in the national industrial relations system.  
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4.6. Baring in mind the Interim Reportôs caveat that these workers may be on national awards, it 

remains the case that these award free workers still need a strong state minimum wage 

outcome, should they be working for an unincorporated employer. It should be noted that 

many of these employees might be captured by the Australia Bureau of Statisticsô industry 

classification óOther Servicesô ï which the ABS describes as follows:8 

The Other Services Division includes a broad range of personal services; religious, civic, 

professional and other interest group services; selected repair and maintenance activities; 

and private households employing staff. Units in this division are mainly engaged in 

providing a range of personal care services, such as hair, beauty, diet and weight 

management services; providing death care services; promoting or administering religious 

events or activities; or promoting and defending the interests of their members. 

4.7. The Commonwealth Department of Employment projects that the WA will have the third 

largest employment growth in óOther Servicesô of all the States and Territories in Australia.9 

 

Given the increasing significance of the service economy to employment growth generally, it 

is important that these workers are provided with a strong minimum wage increase. The 

outcome of the state wage case is important for ensuring those workers get decent pay 

outcomes. 

                                                           
8 ABS, 1292.0 - Australian and New Zealand Standard Industrial Classification (ANZSIC), 2006 (Revision 2.0) 

http://www.abs.gov.au/AUSSTATS/abs@.nsf/Latestproducts/072559238F61C768CA257B9500133B6A?opend

ocument  
9  

http://www.abs.gov.au/AUSSTATS/abs@.nsf/Latestproducts/072559238F61C768CA257B9500133B6A?opendocument
http://www.abs.gov.au/AUSSTATS/abs@.nsf/Latestproducts/072559238F61C768CA257B9500133B6A?opendocument
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4.8. In the Annual Wage Review 2015ï16 decision, the Expert Panel stated: 

óé we do not accept the proposition that most low-paid workers are not in low-income 

households. Around two-thirds of low-paid employees are found within the bottom half of the 

distribution of employee households and have lower living standards than other employees. 

Increases in the minimum wage and award classification wages do have a role to play as part 

of a package of measures to address the relative living standards and the needs of the low 

paid. So much is evident from the minimum wages objective and the modern awards objective 

in the Act.ô 

The Productivity Commission (PC) in its Inquiry into the Workplace Relations Framework 

released in December 2015 noted that  

Employees in the lowest income groups are more likely to be on the minimum wage than 

those in higher income groups (and by more than a fivefold factor) (figure 4.8). So, while 

most people in the lowest quintile are not in work (and therefore do not receive any wages), 

almost half of those who are in work are paid at a minimum rate.10 

 

4.9. UnionsWA asks the WA Commission to reject all submissions which contend that minimum 

wage workers do not need a substantial pay increase because their living arrangements may 

be in a household with higher income earners ï whether it be parents, spouses or friends. 

Low wage workers are entitled to the respect of being considered as individuals. 

4.10. UnionsWA contends that an increase in the state minimum wage in WA is more 

likely to assist workers vulnerable groups of employees who are less likely to negotiate 

decent increases for themselves. An increase will also benefit lower income households in 

which people are working. The increase will also benefit households with mixture of lower 

                                                           
10 PC Inquiry Report, pp.208-10 https://www.pc.gov.au/inquiries/completed/workplace-relations/report  

https://www.pc.gov.au/inquiries/completed/workplace-relations/report


 

5 
 

and higher income earners, by providing more independence for the lower earners, and 

taking financial pressure off higher earners. 

 

5. Broad impact of minimum wages on employment 

5.1. The WA Commission has been warned year after year about the potentially dangerous 

impacts on employment of raising the state minimum wage by ótoo muchô. These have never 

come to pass, and are based on seriously outdated economic theories. 

5.2. In their summary of the recent literature on minimum wage economics, Dale Belman and 

Paul Wolfson, found óessentially no effect of minimum wage increases on employmentô. 

While some companies may respond to a higher minimum wage by reducing employment, 

this is offset by others who increase it ð as would be expected if some firms have 

monopsony-like power.11 

5.3. In a monopsony, one or a few firms will dominate the markets for goods and services, and 

for labour. This makes those firm price setters for employment, leaving very little market 

bargaining power for potential employees. Where an employer might bargain with such a 

potential employee (worker), the employer faces the prospective of not filling a vacancy, and 

the worker face the prospect of continuing unemployment. However this situation is not a 

matter of equal costs versus benefits. In most circumstances there are more job seekers than 

vacancies. 

5.4. Therefore a worker who rejects a job offer at a particular wage will find it harder to get 

another job offer, than will the employer to find another potential employee. The 

consequence of a disagreement over wages are worse for the worker than the employer. 

5.5. In his article óThe Rigged Labor Marketô (to which UnionsWA referred last year US 

Professor of economics at Princeton Alan Krueger described the óidealized version of a 

perfectly competitive labor marketô in which.12 

é many employers freely compete to hire workers from a large pool. Thus, neither 

employers nor workers have ñmarket power,ò meaning the ability to dictate terms of 

employment that differ meaningfully from the terms offered (or received) by others to 

workers with comparable skills. In this world, employees can freely (and costlessly) change 

jobs when better opportunities arise. For their part, employers are able to seamlessly fill job 

vacancies by simply offering the going wage rate. This wage is determined by the market ð 

by the intersection of the supply and demand curve for labor; nobody has discretion to set 

pay. 

5.6. Krueger argues that this vision hardly ever corresponds to the reality in which labour markets 

are monopsonistic. 

5.7. How closely do Australian, and Western Australian labour markets look to a monopsony? 

The Assistant RBA Governor Luci Ellis makes the following points when discussing the 

situation of labour shortages combined with low wage growth. 

This is not so surprising when you consider that the labour market isn't homogeneous. There 

are so many different occupations and types of firms, and these aren't evenly distributed 

                                                           
11 Belman, Dale, and Paul J. Wolfson. (2014) óThe New Minimum Wage Researchô, Employment Research. 

21(2): 4-5. https://doi.org/10.17848/1075-8445.21(2)-2  
12 Alan B. Krueger, óThe Rigged Labor Marketô, Milken Institute Review (28 April 2017) 

http://www.milkenreview.org/articles/the-rigged-labor-market  

https://doi.org/10.17848/1075-8445.21(2)-2
http://www.milkenreview.org/articles/the-rigged-labor-market
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across the economy. So we shouldn't expect labour shortages to appear everywhere at the 

same time. What happens instead is that they turn up in a few pockets of the labour market, 

then a few more, and gradually become more widespread as conditions tighten. How quickly 

this happens depends partly on where the strong demand for labour is concentrated, and 

how much of the labour force has the applicable skills to perform those roles. So you'd 

expect wage growth to pick up more é if the labour market is highly segmented and workers 

can't easily shift to the areas of strong demand.13 

5.8. Benmelech et.al., in a recent article on how employer concentration impacts employees with 

little bargaining power, examine the concentration within the market for labour: that is, the 

ability of monopsonist employers to exploit their market power to reduce wages. They find 

that 

Employers operating in areas with more concentrated labor markets thus appear able to 

exploit monopsony power in order to reduce employee wages. 

5.9. High levels of employer concentration, they also find, will  

é impede the translation of productivity growth to wage increases, as employers use their 

monopsony power to prevent wage increases. In contrast, when labour markets are more 

competitive, productivity increases should give rise to wage growth as employers compete 

for workers. Put another way, productivity growth should translate into a rise in wages when 

employee bargaining power is sufficiently high. 

5.10. Given that workers who are award-reliant in Australia will lack bargaining power, 

they will always be behind when it comes to translating productivity growth into wage rises. 

This is a reason why minimum wage increases are the causes of reductions in employment: 

é consistent with nonperfectly competitive labor markets. Other studies show that the 

propensity of workers to leave their jobs after wage declines is smaller than would be 

expected in competitive markets, suggestive of employersô wage-setting ability14 

5.11. Evidence that Australian labour markets are combining improved business prospects, 

with labour shortages, and low wage growth, are to be found in the most recent RBA 

Statement on Monetary Policy, which says that  

Survey measures of overall business conditions are around their highest levels since before 

the global financial crisis (Graph 2.2). Conditions are above their long-run average in all 

states, and have improved noticeably in Queensland and Western Australia since late 2016. 

By sector, conditions have strengthened for firms in goods-related industries and remain 

above average in the services sector.15 

                                                           
13 Luci Ellis, Assistant Governor Reserve Bank of Australia, óThree Questions About the Outlookô, (13 February 

2018) https://www.rba.gov.au/speeches/2018/pdf/sp-ag-2018-02-13.pdf  
14 Efraim Benmelech, Nittai Bergman, Hyunseob Kim, óStrong Employers and Weak Employees: How Does 

Employer Concentration Affect Wages?ô NBER Working Paper No. 24307 (February 2018), pp.2-6 

http://www.nber.org/papers/w24307  
15 Reserve Bank of Australia, Statement on Monetary Policy, May 2018, p.22 

http://www.rba.gov.au/publications/smp/2018/may/pdf/statement-on-monetary-policy-2018-05.pdf  

https://www.rba.gov.au/speeches/2018/pdf/sp-ag-2018-02-13.pdf
http://www.nber.org/papers/w24307
http://www.rba.gov.au/publications/smp/2018/may/pdf/statement-on-monetary-policy-2018-05.pdf
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5.12. In both Australia and WA there are reports of skills shortages are starting to form in 

the wake of last year's record jobs growth, with renewable energy, tourism and technology 

industries increasingly struggling to find workers.16 However the RBA notes that: 

Even though there is still spare capacity in the labour market overall, information from 

business surveys and the Bankôs liaison program provide evidence of emerging labour 

shortages in some parts of the economy. A higher share of firms report that it is more 

difficult to find suitable workers, while job vacancies continue to increase as a share of the 

labour force (Graph 2.26).17 

                                                           
16 óSkills shortages climbing following record jobs growthô Australian Financial Review (18 January 2018) 

http://www.afr.com/news/economy/employment/skills-shortages-climbing-following-record-jobs-growth-

20180117-h0jlcr; ñIs WA heading for a skills shortageô The West Australian (19 September 2017) 

https://thewest.com.au/news/wa/shortage-of-key-skills-looms-ng-b88602347z  
17 Reserve Bank of Australia, Statement on Monetary Policy, May 2018, p.31 

http://www.rba.gov.au/publications/smp/2018/may/pdf/statement-on-monetary-policy-2018-05.pdf  

http://www.afr.com/news/economy/employment/skills-shortages-climbing-following-record-jobs-growth-20180117-h0jlcr
http://www.afr.com/news/economy/employment/skills-shortages-climbing-following-record-jobs-growth-20180117-h0jlcr
https://thewest.com.au/news/wa/shortage-of-key-skills-looms-ng-b88602347z
http://www.rba.gov.au/publications/smp/2018/may/pdf/statement-on-monetary-policy-2018-05.pdf
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5.13. The most recent WA Budget papers point out that, while the labour market has 

moved into the less labour-intensive production phase of major resource projects, hiring 

levels have been supported by a growing services sector workforce (with the largest single 

increase being in the Accommodation and Food Services industry).18 This has also been 

occurring in the context of rising business confidence and job advertisements. 

 

                                                           
18 WA Budget 2016-17 Economic and Fiscal Outlook, pp.16-7 http://static.ourstatebudget.wa.gov.au/16-

17/2016-17-wa-state-budget-bp3.pdf? 

http://static.ourstatebudget.wa.gov.au/16-17/2016-17-wa-state-budget-bp3.pdf
http://static.ourstatebudget.wa.gov.au/16-17/2016-17-wa-state-budget-bp3.pdf
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5.14. However, despite this seemingly favourable situation, in recent speech the Deputy 

Governor of the RBA Guy Debelle observed that: 

The experience of other countries with labour markets closer to full capacity than Australia's 

is that wages growth may remain lower than historical experience would suggest. In 

Australia, 2 per cent seems to have become the focal point for wage outcomes, compared 

with 3ï4 per cent in the past. Work done at the Bank shows the shift of the distribution of 

wages growth to the left and a bunching of wage outcomes around 2 per cent over the past 

five years or so (Graph 9). As I said earlier, while there are signs of wage pressure 

emerging, they remain localised for now. There is a risk that it may take a lower 

unemployment rate than we currently expect to generate a sustained move higher than the 

2 per cent focal point evident in many wage outcomes today.19 

 

5.15. Where has the pressure for wage growth been coming from in Australia? The RBA 

reports that  

Growth in the wage price index (WPI) edged up to 0.6 per cent in the December quarter and 

2.1 per cent over the year (Graph 4.11). Aggregate wages growth was boosted by the Fair 

Work Commissionôs decision to increase award and minimum wages by 3.3 per cent, 

effective from 1 July 2017. This flowed directly to around 20 per cent of all employees. 

                                                           
19 Guy Debelle, Deputy Governor of the RBA óThe Outlook for the Australian Economyô (15 May 2018) 

http://www.rba.gov.au/speeches/2018/sp-dg-2018-05-15-1.html  

http://www.rba.gov.au/speeches/2018/sp-dg-2018-05-15-1.html
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5.16. In other words, without minimum wage increases, there would be very little pressure 

for wage growth at all in Australia. Professor Krueger points out that if  a government 

requires monopsonist employers to pay an increased wage through a minimum wage 

increase, the monopsonistôs marginal cost of labour (i.e. the change in total labour costs from 

employing one extra worker) falls, because 

é without a minimum wage the monopsonist operates with vacancies, unwilling to raise the 

wage it offers to hire additional workers because it would have to pay that higher wage to 

existing workers as well. However, with a binding minimum wage ð that is, a minimum 

wage above the rate the monopolist was already paying ð a monopsonist can fill its 

vacancies without worrying about having to increase everybody elseôs wages, because that 

was already required by the minimum wage.20 

5.17. The WA Commission has been warned year after year about the potentially 

dangerous impacts on employment of raising the state minimum wage. These have never 

come to pass and never will. They are based on outdated and unrealistic economic theory 

that do not account for how the economy actually works. 

 

6. A fair system of wages and conditions in Western Australia 

6.1. UnionsWA is advocating a by $50 per week or by 6.2%, whichever is greater. UnionsWA 

submits that continuing disparity between the minimum wage and Average Weekly Ordinary 

Time Earnings (AWOTE) at both the state and national level needs redress to ensure there is 

a fair system of Wages and Conditions in WA. An increase of $50 per week is needed to help 

maintain that system.  

                                                           
20 Alan B. Krueger, óThe Rigged Labor Marketô, Milken Institute Review (28 April 2017) 

http://www.milkenreview.org/articles/the-rigged-labor-market  

http://www.milkenreview.org/articles/the-rigged-labor-market
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6.2. UnionsWA contends that minimum wages have fallen as a proportion (or óbiteô) of average 
full time weekly earnings in both WA and Australia. As demonstrated in the table below. 

The increases awarded by the WA Commission since 2006, despite recording improvements 

in 2012, 2014, 2016 and last year, have still not been sufficient to reverse the decline in 

relative living standards 

 

 WA 

Min 

Wage 

$ 

WA full -

time 

AWOTE 

(May 

each 

year) $ 

% WA 

Min/AWOTE 

Aus 

Min 

Wage 

$ 

Aus full-

time 

AWOTE 

(May 

each 

year) $ 

% Aus 

Min/AWOTE 

2006 504.4 1028.4 49.00% 511.86 1025.8 49.90% 

2007 528.4 1118.6 47.20% 522.12 1076.8 48.50% 

2008 557.4 1202.9 46.30% 543.78 1119.6 48.60% 

2009 569.7 1287 44.30% 543.78 1187.8 45.80% 

2010 587.2 1364.1 43.00% 569.9 1250.1 45.60% 

2011 607.1 1474.1 41.20% 589.3 1304.7 45.20% 

2012 627.7 1516.8 41.40% 606.4 1349.2 44.90% 

2013 645.9 1644.8 39.30% 622.2 1420.9 43.80% 

2014 665.9 1641.2 40.60% 640.9 1454.1 44.10% 

2015 679.9 1691.2 40.20% 656.9 1483.1 44.29% 

2016 692.9 1698.6 40.79% 672.7 1516 44.37% 

2017 708.9 1714.7 41.30% 694.9 1543.2 45% 

 

6.3. As the WA economy recovers, there is a danger that the gap between low paid workers living 

standards and those of other workers will resume growing. Minimum wages are substantially 

lower than what they would be if the minimum wage bite had been held constant, with the 

result that the living standards of minimum wage workers are too law compared to other 

workers. The WA Commission has the opportunity to redress this situation by awarding a 

strong minimum wage increase in 2018. 

6.4. During this period in which the minimum wage óbiteô has been falling in WA, we have seen 

measures of inequality such as the Gini coefficient of Equivalised Disposable Household 

Income21 and the Gender Pay Gap for Average Weekly Ordinary Time Earnings.22 

 

                                                           
21; 6523.0 - Household Income and Wealth, Australia, 2013-14 

http://www.abs.gov.au/AUSSTATS/abs@.nsf/DetailsPage/6523.02013-14?OpenDocument the Gini Coefficient 

is a commonly agreed single statistic that summarises the distribution of income across the population. The ABS 

uses the Gini Coefficient in its Household Income and Income Distribution survey to indicate the degree of 

inequality between households across Australia. It lies between 0 and 1 with values closer to 0 representing a 

lesser degree of inequality, and values closer to 1 representing greater inequality. 
22 6302.0 - Average Weekly Earnings, Australia, Nov 2016, 

http://www.abs.gov.au/AUSSTATS/abs@.nsf/DetailsPage/6302.0Nov%202016?OpenDocument  

http://www.abs.gov.au/AUSSTATS/abs@.nsf/DetailsPage/6523.02013-14?OpenDocument
http://www.abs.gov.au/AUSSTATS/abs@.nsf/DetailsPage/6302.0Nov%202016?OpenDocument
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6.5. The most recent Average Weekly Earnings data released by the Australian Bureau of 

Statistics for November 2016 shows that, for Full Time Adult Ordinary time earnings, male 

workers earn 22.5% more than female workers in WA, compared to 15.3% nationally.23 

 

6.6. This disparity has persisted over many years as can be seen in the following chart. 

                                                           
23 6302.0 - Average Weekly Earnings, Australia, Nov 2017 

http://www.abs.gov.au/AUSSTATS/abs@.nsf/DetailsPage/6302.0Nov%202017?OpenDocument  

http://www.abs.gov.au/AUSSTATS/abs@.nsf/DetailsPage/6302.0Nov%202017?OpenDocument
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6.7. The gender pay gap is a problem on purely economic terms because it means womenôs skills 
are not contributing to productivity either at a state level or nationally. Slight óimprovementô 

in the gender pay gap in recent years are likely due to more highly paid men not getting as 

much work, rather than an improvement to the position of women workers. 

6.8. The UnionsWA claim is asking the WA Commission to take this opportunity to arrest and 

reverse the decline of the minimum wage bite and the gender pay gap in WA .Addressing the 

decline of the minimum wage óbiteô is vital for maintaining a fair system of wages and 

conditions in WA, and for addressing the broader issues of inequality highlighted by 

measures such as the Gini Co-efficient. In terms of addressing inequality, a minimum wage 

increase is not the only measure that can be taken, it is however a measure without which no 

other policy is likely to succeed.  

6.9. UnionsWA refers again to the work of ANU researcher Professor Peter Whiteford who has 

found that the Australian system of relatively high minimum wages and targeted family 

benefits is both generous to families and makes work pay. 24 

6.10. However the both the state and the national minimum wage will cease to fulfil this 

role if the disparity between the minimum wage and Average Weekly Earnings continues to 

get bigger. This is why a $50 per week increase is necessary at the C14 level 

 

7. The Needs of the Low Paid, Fair wage standards & Improved living standards for 

employees 

7.1. UnionsWA submits that, given the increases in living costs that impact disproportionately on 

low wage workers, and the recent increases in living costs from the WA state budget, and the 

                                                           
24 Whiteford, Peter, Family Joblessness in Australia, January 2009 (pp.51-52) 

http://www.socialinclusion.gov.au/sites/www.socialinclusion.gov.au/files/publications/pdf/family_joblessness_J

an2009.pdf 

http://www.socialinclusion.gov.au/sites/www.socialinclusion.gov.au/files/publications/pdf/family_joblessness_Jan2009.pdf
http://www.socialinclusion.gov.au/sites/www.socialinclusion.gov.au/files/publications/pdf/family_joblessness_Jan2009.pdf
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lack of benefits from the recent Federal Budget, an increase to the minimum wage far above 

CPI inflation is required.25 

 

WA State Charges 2018-19 WA Budget 

Electricity +7% 

Water +5.5% 

Transport +1.6% 

Motor Vehicle Registration +3.8% 

 

The Budget papers go onto state that 

Total expenditure by the órepresentativeô household on this basket of public sector goods and 

services in 2018-19 is $6,327.02. This represents an increase of $292.07 (or 4.8%) on 2017-

18 levels. 

7.2. Unfortunately there is very little relief available in the recent Federal Budget for 2018. 

According to a newly released study by the National Centre for Social and Economic 

Modelling (NATSEM) 26 

In absolute terms, high income earners are most likely to benefit from the tax reform once it is 

fully implemented which will occur in stages. The measures put in place for the upcoming 

financial year, 2018-2019, will mostly benefit middle income earners due to the changes in 

tax offset criteria. Lower income earners, however, will benefit less than middle income 

earners as they already pay no or little tax. 

 

7.3. Looking more closely at Budgetôs impact on wage earners, NATSEM found only a very 

small benefit, which will be far outstripped by the benefits to high income earners in a few 

yearsô time. 

                                                           
25 WA Budget 2018-19 Economic and Fiscal Outlook, p.259 https://www.ourstatebudget.wa.gov.au/2018-

19/budget-papers/bp3/2018-19-wa-state-budget-bp3.pdf  
26 NATSEM Budget Analysis 2018 - How Does the Budget Affect Us? pp.3-4 

http://www.ausbudget.org/assets/NATSEM-BUDGET-ANALYSIS-2018.pdf  

https://www.ourstatebudget.wa.gov.au/2018-19/budget-papers/bp3/2018-19-wa-state-budget-bp3.pdf
https://www.ourstatebudget.wa.gov.au/2018-19/budget-papers/bp3/2018-19-wa-state-budget-bp3.pdf
http://www.ausbudget.org/assets/NATSEM-BUDGET-ANALYSIS-2018.pdf

