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1.

Introduction

1.1. UnionsWA is the governing peak body of the trade union mowuemeWestern 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 théndustrial Reléions Act 1979WA) (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,

(@)

(b)

(©)

(d)

(e)

]
()]

the need to:

(i)

(if)
(iii)
(iv)
)

(vi)
(vii)

ensure that Western Australians ieaa system of fair wages and
conditions of employment; and

meet the needs of the low paid; and

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

contribute to improved living stand#s for employees; and

protect employees who may be unable to reach an industrial agreement;
and

encourage ongoing skills development; and

provide equal remuneration for men and women for work of equal or
comparable value;

the stateof the economy of Western fratia and the likely effect oits
decision on that economy anth particular, on the level oemployment,
inflation and productivity in Western Australia;

to the extent that it is relevant, the state of the national@ty;

to the extent that it is relevant, thapacity of employers as a whatebear the
costs of increased wages, séde; allowances and otheemuneration;

for the purposes of subsection (1)(lmda(c), the need to ensure thtite
Western Astralian award framewrk represents a system of fairages and
conditions of employment;

relevant decisions of other industrial courts and tribunals; and

any other matters the Commission considers relevant.

2. UnionsWA position on increasing Awardand Minimum Wages

2.1. UnionsWA contends that the Commission should make a substantial real wage increase for
awardreliant workers. This is essential to address the ever widening gap between low paid
workers and the rest of the workforce in WA. Therefore UsWgA is advocating that the
Commission increase Award wages anel statutory minimum wage 850 per weekor by

6.2%, whichever is greater. For our claim, this should mean thdbiiter awardrates from

C14 to C10will be increased by $50. It should metirat the higher rates C9 to (e

2.2.

increased bg.2%.

UnionsWA argues that the General Order to increase the state minimum wage should take
effect from the endf June 2017so that low wage workers get the full benefit for the
maximum period of time. There ane exceptional circumstances that would warrant a delay
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apprentices and juniors.

2.3. Our State Wage Claim would have the following effect on each award classification level
using the current rates of tli¢A Metal Trades (General) Award

Current If proposed UnionsWA increase applied
$ $
% Weekly | Hourly
Classificationn Weekly | Hourly | Weekly Hourly | Change| change | Change
C14 $708.90| $18.66| $758.90| $19.97 7.1%| $50.00f $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
Cl11 $772.40| $20.33| $822.40| $21.64 6.5%| $50.00| $1.32
Cc10 $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| $1.3B
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 tloevest 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 arefecast to bsignificant forWAO future employmenlevels?

1 Commonwealth Department of Employmeatmployment projections for the five years to May 2022
http://Imip.gov.au/default.aspx?LMIP/EmploymentPraijecs
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25. These workers did not get their fair share o
its recent economic recovery. This has been demonstrated by measures of inequality such as

1 The gendepay gap
1 The disparity between the minimum wage and average weekly earnings
1 Household income inequality

In a recent speech Reserve B&uwvernor Philip Lowebserved that

é it is difficult to see how a comblewthwsati on
achieving the midpoint of the inflation targeR% per ceni on a sustained basis. So from

that perspective alone, a pitlp in wages growth over time would be welcome. Perhaps more
importantly, sustained low wages growth diminishes the seinsbared prosperity that we

have in Australig.

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 threatendual 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 mini mum wage O6bited compared
(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 thafrticle 3 of the1970 ILO Convention 131 on Minimum
Wage Fixation directs that when determining minimum wages, consalefaigiven to two
factors:

2 Phillip Lowe, Governor RBARemarks at Reserve Bank Board Din(ieMay 2018)
http://www.rba.gov.au/speeches/2018¢gy-201805-01.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 @ifing, 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 levehufleyment

28.The ACTU goes onto argue that o6ésoci al i nter ¢
odds with one anothef.he growing body of empirical research studying the employment
effects of minimum wages), the new economic orthodoxy regarding themic risks of
inequality other prominent schools of economic thought (such as dynamic monopsony and
postKeynesian economics) provide sound support for moving away from a position whereby
deciding Afair and rel evant ¢ omitreismhu nb ew avgeeesn 1T
versus fAeconomico considerations, towards a
about the common good.

2.9. In previousAnnual Wagehearingshe ACTU hassupported the adoption of a medium term
target for the minimum wage, d@0% of the median wage for full time employees. We
believe that reaching such a target will del
ILO Constitution and respect the Australian tradition set by the Harvester decision of
meet i ng A s ofrthmaJerage engplbyee, regarded as a human being living in a

civilised communityo. We note that a target
adopted in United Kingdom and has been recommended or discussed among a number of EU
institutions

2.10. The WA industrial RelationsCommission should ngtresideover minimum wage
adjustments that result in either falling, 0

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 alsaake the lead in reversing tleeosionof relative living standards of low

wage workers in order to maintain a fair system of wages and conditionsultd @lso 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 th&/A minimum wage and awdrminimum wages will raise household
spending and demand for goods and services inAtAeeconomy. The increase in sales
revenue will incrase employment and profits.

32.l n their research report for t he F a-18§, Wo r k
Yuenet . al . Cleatacteoidtids of warlers éarning the national minimum wage rate
and of the low paid . R e g areldtionship oftatlulemployees in their household, they
found that lalf of low paid adult employees were partners in a couple holgselih the
next highest proportion being a nrdapendent child. There were similar proportions of-low
paid couples that had children under 15 or no chiléiren

3 ACTU Submission to the Annual §ge Review 2018, pp-8
https://www.fwc.gov.au/documents/sites/wagereview2018/submissionsiaigawr1718.pdf

4Kelvin Yuen, Grant Ellisand Lucy Nelms 6 Char acteri stics of workers earni
rate and o fResedich Rdpart\8/204826 d 6 ,
https://www.fwc.gov.au/documents/sites/wagéeex?2018/research/rr32018.pdf
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Table 3.5: Relationship of low/higher-paid adult employees in household, 2016

Low-paid adult Higher-paid adult
employees employees
(%) (%)
Partner in couple household
With children under 15 211 3.8
With only children aged 15 and over 10.0 142
Mo children 18.9 228
Lone parent
With children under 15 4.2 24
With only children aged 15 and over 2.1 3.7
Lone person 10.0 10.8
Dependent student 4.8 186
Non-dependent child 220 9.3
Other person 6.8 3.6
Total 100.0 100.0

MNote: A dependent student is aged 15-25 years, studying full-time, not working full-time and lives in a household with their
parent. A non-dependent child could be of any age. but could not have a child of their own in the household or be part of a
couple. Other persons include other family members and perscns unrelated to all other household members (i.e. members
of group household).

3.3. The AustralianGovernment submission to tenual Wage Revievehows the immediate
impact ondisposable income for various household types following the 2017 national
minimum wage rate increagef 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 houséhold.

5 Australian Government Submission (13 March 2018) p.69
https://www.fwc.gov.au/documents/sites/wagereview2018/submisaigstpovsub-awr1718.pdf
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Table 8.5: Effect of 2017 NMW rate increase on household disposable incomes

Increase in Percentage of
Wage increase h:::usehold wage increase
Household type disposable .
(Spw) . retained
income (%)
(Spw)
Single, no children
Full-time NMW 22.20 18 79.0
Part-time NMW 8.85 3 39.5
Student on part-time NMW 8.85 4 40.0
Single parent
Full-time NMW, child aged 3 22.20 7 321
Full-time NMW, child aged 9 22.20 9 39.6
Part-time NMW, child aged 3 8.85 5 0.0
Part-time NMW, child aged 9 8.85 4 42.5
Single-income couples (partner on Newstart Allowance)
Full-time NMW, no children 22.20 4 15.8
Full-time NMW, child aged 3 22.20 6 27.8
Full-time NMW, children aged 3 and 9 22.20 7 33.0
Dual-income couples

Both full-time NMW, no children 44.40 35 79.0
One full-time and one part-time
NMW, no children 3105 20 64.9
One full-time and one part-time
NNW, chikdoged 3 o = 2o
One full-time and one part-time
NMW, children aged 3 and 9 31.05 1 53.3

Source: Government modelling.

Note: (1) Figures are based on tax and benefit rates applicable on 1 July 2017. Part-time hours are assumed to be
15 hours per week. This modelling does not include indexation of benefits as it has been designed specifically to
show the Panel the direct impact of the 2017 minimum wage increase on household disposable incomes.
Indexation of benefits is a separate process in the tax-transfer system and is not affected by the Panel’s decision.
(2) Figures for the increase in income have been rounded to the nearest dollar. Percentages may differ slightly due
to rounding.

3.4. The ACTU has used these figurés obtain an estimate othe effect on incme and
employment of itsclaim of for a $50 increase at the national levdllsing the above
household (HH) composition @®mates and the assumpédrcentage of total low paidorkers
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
disposableincome is fully spent (an assumption shared by Federal Treasurer Scott
Morrisorf), the ACTU has been able to estimdte tontribution to totaharginal propensity
to consumertpg dirst round no savingsi i.e. the percentage & wage increase retained
by each category of employee, weighted by the share of that categbey total low paid
employees

6 He says household consumption figures have been moderate at best, and contends that tax cuts aimed at lower
and middleincome earnerd those earning below the $87,000 threstblavould target those with the greatest
propensityto consume out of any additional incomdudlget 2018: Morrison determined to restrict tax buéden

The Australian(5 May 2018https://www.theaustralian.com.au/news/inquirer/budtfEt8 morrison
determineeto-restricttax-burden/newsstory/c62137593fbe26ec2e8e6059ff9b98b4
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Table 1 Household composition for low paid employees, percent retained of increase in NMW and estimated total increase in wage bill for the year.
Number of Type of HH, Total annual
people in HH HH taotal Percentage per cent of Percentage Contribution wages
on NMwW / wage Increase in of wage total low of low paid to total mpc, Number of | increase for
low award increase HH disposable | increase paid HHs, employees, no savings, low paid awards <

Household type rate, est. (Spw) income (Spw) | retained (%) | est est. first round employees | 526, 5 1000s
Single, no children
Full-time NMW 1 50.00 39.50 79 5 4 0.03 55688 114384
Part-time NMW 1 19.93 7.87 39.5 2 1 0.01 22275 5120
Student on part-time NMW 1 19.93 7.97 40 3 2 0.01 33413 13853
Single parent
Full-time NMW, child aged 3 1 50.00 16.05 32.1 1 1 0.00 11138 5295
Full-time NMW, child aged 9 1 50.00 19.80 39.6 1 1 0.00 11138 11467
Part-time NMW, child aged 3 1 19.93 11.96 60 1 1 0.00 11138 6926
Part-time NMW, child aged 9 1 19.93 8.47 42.5 1.2 1 0.00 13365 5887
lone parents with one child =15 1 50.00 39.50 79 2.1 2 0.01 23389 48041
Single-income couples (partner on Newstart
Allowance)
Full-time NMW, no children 1 50.00 7.90 15.8 ] 4 0.01 66826 27452
Full-time NMW, child aged 3 1 50.00 13.90 27.8 4 3 0.01 44551 32201
Full-time NMW, children aged 3 and 9 1 50.00 16.50 330 4 3 0.01 44551 38224
Dual-income couples
Both FT NMW, no children 2 100.00 79.00 79 1] 9 0.07 133652 548042
One FT and one PT NMW, no children 2 £69.93 45.39 64.9 6.9 10 0.07 153700 362743
One FT and one PT NMW, child aged 3 2 69.93 39.09 55.9 1] 9 0.05 13352 271087
One FT and one PT NMW, children aged 3 and 9 2 69.93 53.30 53.3 7.1 10 0.06 158155 438341
with only children aged 15 and over 2 100 79 79 10 15 0.12 222753 915069
Number of Type of HH, Total annual
people in HH HH total Percentage per cent of Percentage Contribution wages
on NMW / wage Increase in of wage total low of low paid to total mpc, Number of | increase for
low award increase HH disposable | increase paid HHs, employees, no savings, low paid awards <
Household type rate, est. (Spw) income [Spw) | retained (%) | est. 2st. first round employees | $26, 5 1000s
Other
Non dependent child 1 35 35 100 22.0 16 0.16 245028 4450851
Dependent student 1 35 35 100 4.8 4 0.04 53461 97299
other person 1 50.00 39.50 79 6.8 5 0.04 75736 155562
Total 100 0.69 1513607 3552546




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 employeesviged 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 emplogeeisg $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 inaee, whereas the net marginal outcome is ambiguous
because tax is likely to increase and welfare support is likely to fall.

36The ACTUOGs second table presents the esti ma
second years after the increase, assumingpbrding 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 deductionfr average savings and inflation.

Table 2 Estimates of first and second year effects of an increase of $50 in the NMW on total
income and employment

Total annual wages Number of employees
increase for awards < 526, added, based on median
4 10005 total weekly earnings

Total first year effects:

With mpc out of total income = 0.69 3552546 57338

with 10% savings, mpc out of total income = 0.62 3197291 51604

with 10% savings, mpc out of total income = 0.62
and 2% inflation 3133345 50572

Total second year effects:

with 10% savings, mpc out of total income = 0.62
and 2% inflation 1903821 30728

Sources and notes: The total wage increase in the first row is from the last cell of Table 1. The corresponding number of

employees was obtained by dividing by total weekly earnings (including full and part time workers, from ABS 6202, Average
Weekly Earnings, November 2017) times 52.

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 @f similar wage increase at the WA level is harder to
qguantify, 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 fuhering 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 thieerim Report Ministerial Review of
the State Industrial Relations Systeithis is alongside ABS labour e data, and
information from the Department of Commerce website.



4.2. The Interim Report describesaet numbers of employees who are covered by the Sistens
aspotentially between 21.7 per cent and 36.2 per cent of the employees in tHe State.

Figure 1A Number and Proportion of Employees by Pay Setting Methods,
Western Australia™

Employees in WA
1,339,400 (100%)

Mational system State system Unable to be
employees employees

881,325 (65.8%) 290,650 (21.7%

determined
166,086 (12.4%)

State award or Unregistered
agreement arrangement
199,571 (14.9%) 91,079 (6.8%)

4.3. Businessg judged to be more likely to be in the state industrial relations systethoses

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

wage caseThe Interim Report sets them out as follows:

Figure 1B Number and Proportion of Employees by Type of Legal Organisation (Entity),
Western Australia™

Employees in WA
1,339,400 (100%)

National system State system

employees
854,537 (63.8%)

employees
484,863 (36.2%)

Unincorporated State public sector
318,777 (23.8%) 166,086 (12.4%)

"Interim Report Ministerial Review of the State Industrial Relationst8m(20 April 2018), pp.6€L, 440,
https://www.commerce.wa.gov.au/sites/default/files/atoms/filassterial review of the state industrial rela
tions_system_interim_report.pdf
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4.4. The Interim Report atsincludes date from thé&/ageline contact centre in the Private Sector
Labour Relations Division (PSD) of the Department of Mineslustry Regulation and
Safety, whichreceives approximately 20,000 calls per anndine internal analysis of
Wageline datadr 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 \Workérsva r d ;
d) 9 per cent concerned the Hairdressers Award; and

e) 8 per cent concerned the Shop and Warehouse (¥éimkend Retail
Establishmentsiward.

4.5. The Interim Report provides a list of Award free employees in Western Austtatiates
that it includes those who work in industries or occupations that could be considered as
traditionally awaretype work and/or who would be covered by a modern award if employed
in the natiomal industrial relations system.

Aged and disability support workers employed directly by individuals
Auto wreckers (excluding sales persons)
Beauty therapists
Car salespersons
Clerical fadministrative/reception employees working for:
= Caryards
= Caravan parks
= Child care centres
=  Contract cleaners
=  Fundraising consultant businesses
" Gyms
® Interior designers
* Interpreting services
= Legal firms (e.g. legal secretary)
= Mechanical garages
*  Nightclubs
=  QOccupational therapists
=  QOptometrists
®  Physiotherapists
= Plumbers
= Podiatrists
= Removalists
= Settlement agencies
*  Swimming pool manufacturers/retailers
= Telecommunications businesses
= Tourist centres
= \eterinary clinics
Dairy farm workers
Dance instructors
Dog/pet groomers
Enrolled nurses working for doctors’ surgeries
Flower pickers
Horse and greyhound breeders and trainers

Interior designers

IT woarkers — IT support workers, software developers, website designers etc.

Market garden workers (if not planting, picking or packing fruit)
Meter readers

Mannies

Shop assistants/salespersons working for:

= Mobile phone shops

. Party hire businesses

= Video/DVD stores

Newspaper delivery workers employed by Newsagents
Nightclub employees, including bar staff, glassies, front door staff
Phlebotomists

Property managers

Real estate agents

Reticulation installers/repairers

Sign installers

Swimming pool technicians

Telemarketers

Tow truck drivers

Tree loppers

Waste industry workers (excluding local government employees)
Workers in the outer suburbs of Perth making or repairing:
= Bags, sacks and textiles

= Boots

= Particle boards

= Plywood and veneer products

- Cases and boxes

=  Rope and twine



46.Baring in mind t hatthat theseeworkens mRyebp anratiénal aveaaly, ie
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 mighte capt ured by the Australia B
classificat i dwmwhichDeABS deschbesas follois:s 6

The Other Services Division includes a broad range of personal services; religious, civic,
professional and other interestaup 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; providingath 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
| argest employmenSegrvoweboi ofé@t h t he® St ates

Other Services, by State/Territory

6.1 Queensland

Victoria

Western Australia

South Australia

Tasmania

0.1 Australian Capital Territory
0.0 Northern Territory
1.2 New South Wales
r T T T T T T T 1

-2.0 -1.0 0.0 1.0 2.0 3.0 4.0 5.0 6.0 7.0

Projected employment growth ('000) - five years to May 2022

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 indrease.
outcome of thestate 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/L atestproducts/072559238F61C768CA257B9500133B6A?0pend
ocument

9
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4.8. In the Annual Wage Review 20056 decision, the Expert Panel stated:

6é we do not accept tphidwokkersoaeod inlovnaome t hat mo st
households. Arounavio-thirds of lowpaid 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. 0

The Productivity Commission (PC) in its Inquiry into the Workgl&elations 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 thiwest 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*fate.

Figure 48 An employee in a low-income group is much more likely to
be paid around the minimum wage rate

Minimum wage reliance among employees according to household
equivalised® income deciles, 2013-14

60

QIIIIll.I--
1 2 3 4 5 [+ 7 8 9 10

Poorest 10% Equivalised income decile Richest 10%

of households of households

mipimum wage
HAper cent>

Share of employees in each
income decile close to the

8 Equivalised household income controls for household size by dividing total household income by a
weighted sumn of persons in the household. The first adult is allocated a weight of 1, while addition adults
are weighted at 0.5 and children weighted at 0.3

Source: Productivity Commission estimates based on HILDA release 13.

4.9. UnionsWA asks the WA Commission to reject all submissions which contend that minimum
wage workers do not need abstantial pay increase because their living arrangements may
be in a household with higher income earriemshether it be parents, spouses or friends.
Low wage workers are entitled to the respect of being considered as individuals.

4.10. UnionsWA contends thatnaincrease 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 workinglhe increase will also benefit households with mixture of lower

10PC Inquiry Reportpp.20810 https://www.pc.gov.au/inquiries/completed/workplaetations/report
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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 Commissio has been warned year after year about the potentially dangerous
i mpacts on employment of raising the state m
come to pass, and are based on seriously outdated economic theories.

5.2. In their summary of the recenttéirature on minimum wage economics, Dale Belman and
Paul Wol f son, found O6essentially no effect
While some companies may respond to a higher minimum wage by reducing employment,
this is offset by others who increaged as would be expected if some firms have
monopsonylike power!!

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
bargairing 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 situatioh s
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 arethpotential employee. The
conseguence of a disagreement over wages are worse for the worker than the employer.

55,1 n his article 6The Rigged Labor MauSket 6 (
Professor of economics at Princeton Alan Krueger described thed e al i zed ver si
perfectly competitive | abor marketdé in which

0

€ many employers freely compete to hire w
empl oyers nor wor kers have fimarket power , 0
employment that déf 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 dnarket

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

pay.

5.6. Krueger argugthat this vision hatg ever corresponds to the realitywhich 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 wittv 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

“"Bel man, Dale, and Paul J. Wolfson. (2014) 6The New M
21(2): 45. https://doi.org/10.17848/1078445.21(2)2

12 Alan B. Krueger Thé Rigged Labor MarkétMilken Institute Reviey28 April 2017)
http://www.milkenreview.org/articles/theggedlaba-market
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across the economy. So we shouldn't expect labour sfesrta 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 thengt 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 mdreif the labour market is highly segmented and workers
can't easily shift to the areas stfong demand

5.8. Benmelechet.al., in a recent article on how employer concentration impacts employees with
little bargaining power, examine tle®ncentration within the market for lalpo that is, the
ability of monopsonist employers to exploit their netrpbower to reduce wagebhey 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

€ impedethe translation of productivity growth to wage increases, as employers use their
monopsony power to prevent wage increases. In contrast, whewr laiaokets 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 awargliant in Australia will lack bargaining power,
they will always be behind whendbmes to translating productivity growth into wage rises.

This is a reason whyinimum wage increases dfree causes akductions in employment:

€ consistent with nonperfectly competitive labor markets. Other studies show that the
propensity of workerstleave their jobs after wage declines is smaller than would be
expected in competitive masekingaity suggestive

5.11. Evidence that Australian labour markets are combining improved business prospects,
with labour shortages, andwowage growth, are to be found ihet 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 (GrapR.2). Conditions are abovadir longrun average in all

states, and have improved noticeably in Queensland and Western Australia since late 2016.
By sector, conditions have strengthened for firms in ggetiged industries and remain

above average in the services sector.

BluciElls, Assistant Gover nor ThRe QuestiongAb&uatmelOutldk A uls3t rFaelbirau,a
2018)https://www.rba.gov.au/speeches/2018/pdlg201802-13.pdf

1 Efraim Benmelech, Nittai Bergman, Hyunseob Kistrdng Employers and Weak Employees: How Does

Employer Concentration Affect Wagés®BER Working Papéexo. 24307(February 2018), pp-8
http:/Avww.nber.org/papers/w24307

15 Reserve Bank of Australi&tatement on Monetary Policy, May 20p&2
http://www.rba.gov.au/publications/smp/201&pdf/statemerdn-monetarypolicy-201805. pdf
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Graph 2.2
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5.12. In both Australia and WA there are reports &ills 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 workétslowever the RBA notes that:

Eventhough there is still spare capacity in the labour market overall, information from
business surveys and the Bankds | iaison proc
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 (Grapi2.26)*’

16 &Skills shortages climbing following record jobs gro@#ustralian Financial RevieyWl8 January 2018)
http://www.afr.com/news/economy/employment/skélsortageslimbing-following-recordjobsgrowth
20180117#n0jlcr;, Al s WA headi ngThé West Aastradidilio Sdptember20i7)t a g e 6
https://thewest.com.au/news/wa/shortadiéey-skills-loomsng-b88602347z

17 Reserve Bank of Australi&tatement on Monetary Policy, May 20p&31
http://www.rba.gov.au/publications/smp/2018/may/pdf/staternenhonetarypolicy-201805. pdf
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Graph 2.26
Labour Demand Indicators
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5.13. The most recent WA Budget papers point out that, while the labour market has
moved into he less labouintensive production phasd major resource projectsiring
levels havebeen supported by a growing services sector workforce (with the largest single
increase being in the Accommodation and Food Services indtistif)js has also been
occurring in the context of rising businessfidence and joladvertisements

Figure 5
LEAD INDICATORS OF LABOUR DEMAND EMPLOYMENT BY INDUSTRY
Western Australia Growth over the five years to 2017
‘000 advertisements Index .
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(a) Non-market services include industries such as Health Care and Social Assistance, and Education and Training.
(b) Market services include industries such as Retail Trade, Accommodation and Food Services, and Financial and Insurance Services.
Source: Department of Jobs and Small Business, and NAB Economics.  Source: ABS Catalogue 6291.0.55.003

WA Budget 201617 Economic and Fiscal Outlook, Ap-7 http://static.ourstatebudget.wa.gov.au/16
17/201617-wa-statebudgetbp3.pdf
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5.14. However, @spite this seemingly favourable situation, in recent speech the Deputy

Governor of the RBASuy Debelleobserved that:

The experience of other countries with labour markets closer to full capacity than Atstralia

is that wages growth may remain lower than historical experience would suggest. In
Australia, 2percent seems to have become the focal point for wage outcomes, compared
with 3i 4 percent in the pastWork done at the Bank shows the shift of the digidb of

wages growth to the left and a bunching of wage outcomes aroperc@nt over the past

five years or so (Grapf). As | said earlier, while there are signs of wage pressure
emerging, they remain localised for now. There is a risk that it mag takower
unemployment rate than we currently expect to generate a sustained move higher than the

2 per cent focal point evident in many wage outcomes tétlay.

Distribution of Wages Growth Outcomes

Of firms reporting wage data in liaison, financial year
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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
2.1per cent over the year (Graph 4.11). Aggregate wages growth was boosted by the Fair

Wo r k Commi ssi onods deci

S i

on

t o

ncrease awar

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

Guy Debell e, Deput YheGuatlvok forrthe Austmlfan Ectnedy R(BIAS 6May 201 8)

http://www.rba.gov.au/speeches/2018¢p201805-15-1.html
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5.16.

increaset h e

Graph 4.11
Wages Growth
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In other words, without minimum wage increases, there would be very little pressure
for wage growth at all in Australia. Professidrueger points out thaif a goverment
requires monopsonist employsrto pay an increased wagerough a minimum wage

employing one extra workgfalls, because

€ without a minimum wage the mqosmnist 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 wéagthat is, a minimum
wage above the rate theomopolist was already payin§ a monopsonist can fill its
vacancies without worrying
was already required by the minimum wage.

5.17.

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

about

havi

ng

The WA Commission has been warned year after year about the igbtent

that do not account for how the economy actually works.

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

6.1. UnionsWA is advocating Ay $50 per week or by6.2%, whichever is greatetJnionsWA
submits that continuing disparity between the minimum wage and Average Weekly Ordinary

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

a fair system of Wages and Catnwhs in WA. An increase of $50er week is needed to help
maintain that system.

2A1 an

B.

Krueger,

0 T Mikken Rstitytg Redie{28aAprib2017Mar ket 6,

http://www.milkenreview.org/articles/theggedlabormarket
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6.22Uni onsWA contends that minimum wages have f &
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 WA full - | % WA Aus Aus full- | % Aus
Min time Min/AWOTE | Min time Min/AWOTE
Wage | AWOTE Wage | AWOTE
$ (May $ (May
each each
year) $ year) $
2006 |504.4 |1028.4 |49.00% 511.86 | 1025.8 | 49.90%
2007 |528.4 |1118.6 |47.20% 522.12 | 1076.8 | 48.500
2008 |557.4 |12029 |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 | 14741 |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 tleagaip 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 mimim 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.

64During this period in which the miniseenm wage
measures of inequality such as the Gini coefficient of Equivalised Disposable Household
Incomet! and the Gender Pay Gap for Average Weekly Ordinary Time Earffings.

21 6523.0- Household Income and Wealth, Australia, 2a13
http://www.abs.gov.au/AUSSTAT&Hs@.nsf/DetailsPage/6523.02018?0OpenDocumerhe Gini Coefficient

is acommonly agreed single statistic that summarises the distributionahe across the populatiofhe ABS

uses the Gini Coefficient in its Household Income and Income Distribsitiorey 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

226302.0- Average Weely Earnings, Australia, Nov 2016
http://www.abs.gov.au/AUSSTATS/abs@.nsf/DetailsPage/6302.0Nov%202016?0penDocument
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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% natténally.

State, territories and national
Percentage Gender Gap, Full time Adult
Ordinary Time Earnings, November 2017
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6.6. This disparity has persisted over many years as can be seen in the following chart.

236302.0- Average Weekly Earnings, Australidov 2017
http://www.abs.gov.au/AUSSTATS/abs@.nsf/DetailsPage/6302.0Nov%202017?0penDocument
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Percentage Gender Gap, Full time Adult Ordinary
Time Earnings, WA & Aus, November 2013-2017
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677The gender pay gap is a problem on purely ec
are not contributing to productivity either
in the gender pay gap in recent years are likely due to more higidyngen not getting as
much work, rather than an improvement to the position of women workers.

6.8. The UnionsWA claim is asking th&/ A Commission to take this opportunity to arrest and
reverse the decline of the minimum wage bite and the gender pay gap iddf&ssing the
decline of the minimum wage Obited is vital
conditions in WA, and for addressing the broader issues of inequality highlighted by
measures such as the Gini-Efficient. In terms of addressing inedjitia 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 Ausalian system of relatively high minimum wages and targeted family
benefits is both generous to families and makes work3say.

6.10. However the both the state and the national minimum wage will cease to fulfil this
role if the disparity between the minimum weaayed 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 increasesving costs that impact disproportionately on
low wage workers, and the recent increases in living costs from the WA state laundigete

24 Whiteford, PeterfFamily Joblessness in Australidanuary 208 (pp.5152)
http://www.socialinclusion.gov.au/sites/www.socialinclusion.gov.au/files/publications/pdf/family joblesgnes

an2009.pdf
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lack of benefits from the recent Federal Budgetjncrease to the minimuwagefar above

CPl inflation is required®

WA State Charges 201819 WA Budget
Electricity +7%
Water +5.5%
Transport +1.6%
Motor Vehicle Registration +3.8%

The Budget papers go onto state that

Tot al expenditure by

18 levels.

7.2. Unfortunately there is very little relief available in the recent Federal Budget for 2018.
According toa newly released study by thdational Centre for Soal and Economic

Modelling (NATSEM)?2¢

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, 2018019, will nostly 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.

73.Looking more c¢cl osel

yearsé ti me.

25WA Budget 201819 Economic and Fiscal Outlopk.259https://www.ourstatebudget.wa.gov.au/2018

the 6representatived
senices in 201819 is $6,327.02. This represents an increase of $292.07 (or 4.8%) on 2017

y at B u d &M ffodinsl only ra vexyc t
small benefit, whichwill be far outstripped by the benefits to high income earneesfaw

19/budgetpapers/bp3/20189-wa-state-budgetbp3.pdf

26 NATSEM Budget Analysis 2018How Does the Budget Affect Upp.34
http://www.ausbudget.org/assets/INATSEWDGET-ANALYSIS-2018.pdf
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