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About WACOSS

The Western Australian Council of Social Service is the peak body for the community services sector
and works to create an inclusive, just and equitable society. We drive social change with
communities, through collective action and policy formulation, strengthening community services
and influencing decision makers to ensure justice and equity.

With WACOSS members and the broader sector, we advocate with and on behalf of those who are
the furthest from levers of power and influence, to amplify their concerns and seek justice, to create
a society that genuinely works for the benefit of all and not just the few.

Tackling difficult issues, systems, behaviours and attitudes that contribute to inequality and
exclusion, WACQOSS develops evidence-based social policy and research to inform and influence
government decision-making to change the lives of those facing adversity.



1. Introduction

The Western Australian Council of Social Service (WACOSS) considers the minimum wage to be a
vital means of protecting low-income workers from poverty. An adequate and appropriate minimum
wage supports a decent standard of living for working people and their families. As the minimum
wage ensures a fair and inclusive economy where all can contribute and thrive, it also delivers
economic benefit to the wider Western Australian community. As the peak body for the community
service sector in WA and an advocate for people experiencing marginalisation, disadvantage and
hardship, WACQOSS has a particular interest in the adequacy of living standards and quality of life
experienced by Western Australians on low incomes.

WACOSS's submission to the 2023 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 system of fair wages and conditions of employment;
and

ji. meet the needs of the low paid; and

jii. 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.*

In preparing this submission, WACOSS has carefully considered the health of the wider economy and
the changing economic and work environment for low-wage workers. Our submission presents a
contemporary argument for raising the state minimum wage that considers the latest research, the
broader body of knowledge in related areas and the lived experience of minimum wage workers in
WA. Our submission aims to provide the Commission with the best available data and analysis upon
which to base its deliberations.

2. WACOSS's claim

WACOSS submits that an increase to the State Minimum Wage rate of 7 per cent is essential to
meet the needs of the low paid and to contribute to improved living standards for employees.

Despite Western Australia’s wealth, and continued low unemployment rates, inequality in the state
continues to rise. The sharp increase in cost of living, evidenced by rising CPI has placed significant
financial stress on low paid workers in WA. Increased price pressures result in a real wage decline,
drastically eroding workers’ purchasing and saving power. An increase in the minimum wage of 7
per cent is necessary to close the gap between declining real wages and essential living costs to
maintain low paid workers living standards in line with community expectations.

Y Industrial Relations Act 1979 (WA) cl 50A(3)(a).



As an example, housing is one of the most significant stressors for low paid households. The weekly
median rent of a house now sits at $550 and the medial rent of a unit at $495.2 These prices,
respectively, reflect 67 per cent and 60 per cent of the State Minimum Wage. Such high rental prices
have placed low-income families in severe housing stress and have impacted their ability to pay for
other necessities such as food and electricity — which are also increasing in price.

Increased costs have caused low-income families to change their behaviour to ensure they can meet
their basic needs. This includes paid workers accessing emergency relief supports, not using
electricity to heat or cool their home, or skipping meals. Foodbank reports that in the last 12
months, 208,000 households went hungry due to a lack of funds, including skipping meals or going
the entire day without eating.? Similar cost increases, and pressures, have been seen in all regions of
WA.

Behavioural changes adopted by low-income workers increase inequity across a range of social
determinants of health — including quality nutrition, connectedness to community, access to power
and housing, and basic hygiene. Unmet needs lead to increased adverse mental and physical health
outcomes, which in turn lead to increased financial pressure, and more unmet needs. Thus, the cycle
of inequity is embedded.

The primary basis of WACOSS claim is that our proposed increase to the State Minimum Wage is
both possible and needed to reduce the significant inequity that exists in WA and support low-
income workers live a connected, safe and productive life.

State Minimum Wage workers are currently living $171 per week below the 60 per cent of median
earnings poverty line and only earn 41 per cent of the WA Average Weekly Ordinary Time Earnings.
In the current economic environment, we consider it to be appropriate to narrow that gap and
ensure that the needs of the low paid are addressed.

Economic analysis suggests that the potential inflationary impact of raising the minimum wage in the
current environment is minimal because the minimum wage is only a small proportion of aggregate
wage growth.* As such, even a significant increase in minimum wage will have a very limited impact
on inflation. The OECD also reports that the risk of price/wage spiral is significantly lower than in the
past due to key structural changes in the labour market.®

With clear evidence of Western Australians experiencing significant living cost pressures, WACOSS
considers a 7 per cent or $57.40 per week increase to the State Minimum Wage to be essential in
order to meet the needs of the low paid and to contribute to improved living standards for
employees.

2 REIWA, Perth market insights (Web Page, 2023).

3 Foodbank, Foodbank Hunger Report 2022 (Report, 2023).

4 Jim Stanford, Profit-price spiral: The truth behind Australia’s Inflation, Centre for Future Work (Report, 23
February 2023).

5 OECD, Minimum wages in times of rising inflation (Report, December 2022).



https://reiwa.com.au/the-wa-market/perth-metro/
https://australiainstitute.org.au/post/profit-price-spiral-excess-profits-fuelling-inflation-interest-rates-not-wages/
https://www.oecd.org/employment/Minimum-wages-in-times-of-rising-inflation.pdf

3. The Cost of Living in WA

The cost of living in WA has seen a sharp increase over the past year, which has had the most impact
on low-income earners. This section of the submission provides baseline analysis on the cost of living
in WA and discusses how changes in the Consumer Price Index and the increasing cost of housing,
food and utilities are placing increased pressure on low-wage households.

3.1 Consumer Price Index Changes

The significant and sustained price increases experienced by Western Australians has eroded the
purchasing power of their wages. The Consumer Price Index (CPI) provides a key measure of price
inflation for households, tracking price movements for a fixed basket of goods and services over
time. The substantial price pressures that burden WA households were made apparent in the latest

CPI figures released on 26 April 2023, which recorded an annual rise of 5.8 per cent for the Perth
area (see Figure 1).°

Figure 1. Perth, All groups CPI, quarterly and annual movements (%)

[¥s)

5.8
[
=]
0.9
1
-1
-3
9 89 9 5 o383 g0 a3/ R A& HFEAE
/= H H R R R R B R R BE R 8 & fFR FR B &R 8 & 7 5
i 2 8 @ 2 &8 B 3 & @ 3 &8 @ 3 8 m 3 & 8 3 & &
= zZ = zZ = zZ = z = z = z = zZ =

Change from previous quarter —— CFEnge from previousyear

Source: ABS 6401.0

The overall CPI increase, across all domains, for Perth is reflected in price rises for workers earning
the minimum wage. For instance, as demonstrated in Figure X, Rent CPI in Perth has increased both
in the last quarter and the last year, leading to CPI levels much higher than experienced from 2016
until late 2021. Additionally, rents in Perth increased on an annual basis by 7.6 per cent, and from

the previous quarter by 2 per cent. This increase saw Perth experiencing the highest annual change
of any capital city in Australia and the second highest quarterly change.

6 Australian Bureau of Statistics, Consumer Price Index Australia, March 2023 (Catalogue No 64010, 26 April
2023).



Figure 2. Perth, Rents CPI, quarterly and annual movements (%)

16

20
. nin
I RENNRLILRIEL

g 5 9 N NN Y ¥ 9o R g 8 RE A H YYD
QﬁEQﬁEQﬁEQﬁEQﬁEQﬁEQﬁEQ
F2223Z2:3E8E832E8E832E8322:%23¢%;¢2
m Change from previous quarter m——F Enge from previousyear
Source: ABS 6401.0
Figure 3. Rents CPI, quarterly and annual movements (%)
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Similar rises can be seen in CPI of food and non-alcoholic beverages (see Figure 4) and health costs
(see Figure 5) for people living in Perth. Food and non-alcoholic beverages experienced a significant
annual percentage increase of 7.5 per cent, with a quarterly rise of 1.6. The annual rise in health
costs for Perth was 5.4 per cent and a quarterly increase of 3.3.
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As a result of the increased cost of living pressures at a time of low wage growth, most Australian
workers have experienced a real wage decline of 4.5 per cent, which is the largest fall on record.” As
noted by the WA Government in their submission to the Fair Work Commission 2022/23 Annual
Wage Review, the real wage decline over the past 12 months has eroded workers savings and
purchasing power.?

In response to this there has been significant media debate over the need to increase wages against
concerns that wage increases may cause inflationary pressure and lead to a wage/price spiral.’
While inflationary concerns are valid in some economic circumstances, several studies have shown
that wages have not played a significant role in Australia’s recent rise in inflation, and that pursuit of
profits by large businesses throughout the pandemic are more to blame. %!

Additionally, the OECD and Australia Institute suggest that the contribution of minimum wage to
aggregate wage growth is minimal and as such, even a significant increase in minimum wage will
have a very limited impact on inflation.>*3 The OECD also reports that the risk of price/wage spiral is
significantly lower than in the past due to key structural changes in the labour market.*

These findings have been similarly corroborated by analysis published by the Reserve Bank of
Australia. This research found that ‘the overall risk in most advanced economies is probably quite
low, and certainly lower than in the 1970s.> Consequently, in the current economic environment, an
increase to minimum wage is an effective tool to protect low-paid workers from the severe financial
stress associated with increased cost of living.!®

3.2 Housing

Access to safe, secure and affordable shelter allows people to fully engage in our community. Stable
tenancies are crucial to support positive outcomes in areas like health and wellbeing, education and
employment. Conversely, insecurity and instability in housing creates the circumstances for
increased hardship and entrenched disadvantage.

7 Stanford (n 4).

8 WA Government, Fair work commission 2022-23 Annual wage review: Submission of the Government of
Western Australia (Submission, 31 March 2023).

% Richard Denniss and Matt Saunders, Wage price spiral or price wage spiral? The Australia Institute (Report,
18 May 2022).

10 Stanford (n 4).

11 WA Government (n 8).

12 Denniss (n 9).

3 OECD (n 5).

14 WA Government, Fair work commission 2022-23 Annual wage review: Submission of the Government of
Western Australia (Submission, 31 March 2023).

15 Neyavan Suthaharan and Joanna Bleakley, Wage-price Dynamics in a High Inflation Environment, Reserve
Bank of Australia, (Bulletin, 15 September 2022).
16 OECD (n 5).



https://www.fwc.gov.au/documents/wage-reviews/2022-23/c20231-sub-wagov-310323.pdf
https://www.fwc.gov.au/documents/wage-reviews/2022-23/c20231-sub-wagov-310323.pdf
https://australiainstitute.org.au/report/wage-price-spiral-or-price-wage-spiral/
https://www.fwc.gov.au/documents/wage-reviews/2022-23/c20231-sub-wagov-310323.pdf
https://www.fwc.gov.au/documents/wage-reviews/2022-23/c20231-sub-wagov-310323.pdf

Housing is the single largest living cost for households in Western Australia, and housing costs have a
disproportionate impact on those living on the lowest incomes.” With median rents in Perth on the

increase since 2018, and drastically rising since 2020, the pressure on households due to rental costs
has never been more apparent.

As of April 2023, over the past 12 months, median house rents in Perth had increased by more than
14.6 per cent, and by 27.9 per cent since April 2021 (see Figure 6). Median unit rents also saw
significant increases of 17.9 per cent since 2022 and by 26.9 per cent since 2021.18

Figure 6. Perth median house and unit rents
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Households are in

‘housing stress’ when their housing costs exceed 30 per cent of their income, and

their earnings are in the bottom 40 per cent of equivalised disposable income (minimum wage
earners). Currently, the weekly median rent for a unit accounts for over 60 per cent of the State
Minimum Wage, while the median rent for a house is over 67 per cent (see Figure 7). If a household

earning the minimum wage is paying over 60 per cent of their income on rent for a median rental
property, then they most certainly are in severe housing stress.

17 ACOSS/UNSW Poverty and Inequality Partnership, Poverty, Property and Place: A geographic analysis of

poverty after housing costs in Australia, City Futures Research Centre & the Social Policy Research Centre
(Report, 2020).

18 REIWA (n 2).



http://povertyandinequality.acoss.org.au/wp-content/uploads/2020/11/Poverty-property-and-place.pdf
http://povertyandinequality.acoss.org.au/wp-content/uploads/2020/11/Poverty-property-and-place.pdf

Figure 7. Median Rent and the State Minimum Wage
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Housing costs have a disproportionate impact on those living on the lowest incomes.® A recent
report by Anglicare Australia and Everybody’s Home, a national coalition of housing, homelessness

and welfare organisations, has revealed the impact high rents are having on essential workers. This

analysis compares data on rents against the award wages for fifteen essential worker categories.

In this report, workers in hospitality, meat packing, child care and aged care were found to be

spending the highest percentage of their income on rent. In Perth, all of the fifteen essential worker

categories were found to have to spend in excess of 50 per cent of their income on rent, with
hospitality workers and meat packers having to spend 72 per cent of their income. In Northern
Western Australia, hospitality workers and meat packers would have to spend over 80 percent of

their income on rent.?°

19 ACOSS/UNSW (n 17).
20 Anglicare Australia and Everybody’s Home, Priced Out: An Index of Affordable Rentals for Australia’s
Essential Workers (Report, 2023).

10


https://everybodyshome.com.au/resources/priced-out-an-index-of-affordable-rentals-for-australias-essential-workers/
https://everybodyshome.com.au/resources/priced-out-an-index-of-affordable-rentals-for-australias-essential-workers/

Income on Rent, Western Australia (%)

Percentage of income on rent

Central Goldfields South
Occupation Perth Coast WA Reglon MNorthern WA West WA
Aged care worker 69% 40% 60% T7% 60%
Ambulance officer 57% 33% 50% 64% 50%
Childcare worker 1% AN% 62% 80% 62%
Cleaner 68% 40% 60% 77% 60%
Construction worker 66% 39% 58% 74% 58%
Delivery driver 67% 9% 59% 75% 59%
Dispatcher 69% 40% 60% 77% 60%
Firefighter 52% 3% 46% 59% 46%
Freight driver 69% 40% 60% 77% 60%
Hospitality worker 72% 42% 63% 81% 63%
Meat packer 72% 42% 63% 81% 63%
Murse 63% 37% 55% 7% 55%
Postal worker 68% 40% 59% 76% 60%
Retail worker 67% 39% 59% 75% 59%
School teacher 52% 30% 46% 58% 46%

Source: Anglicare Australia and Everybody’s Home (2023)

The increased pressure rental prices are having on low income workers is also evidenced in the
annual Anglicare Rental Affordability Snapshot, which took a ‘snapshot’ of the rental market on the
of the 17 and 18 March 2023 and examined both 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 report found a lack of affordable and appropriate
properties across WA.

Only 5 properties advertised for rent in Perth were affordable and appropriate for a single worker on
the minimum wage. This was a decrease from 42 properties, representing 1.4 per cent, in 2022. In
the South West, the Great Southern, the Mid West and Gascoyne, 0 properties were affordable and
appropriate. Only two properties per region were affordable and appropriate for a single worker on
the minimum wage in the North West, the Wheatbelt and the Goldfields. The report also found that
since the 2022 snapshot, median rents have increased in the Perth Metro area by 17 per cent, in the
South West and Great Southern by 24 per cent and in the North West by 25 per cent.

21 Anglicare WA, Rental Affordability Snapshot — Western Australia (Report, 2023).
11



Affordable and Appropriate Properties by Region and Household Type

Household South West and Mid West Wheatbelt
Type Payment Type A Great Southern MFLITLES Gascoyne Goldfields
# # # % # %
Single yv'a”g';"“m 5 0% 0 0% 2 1% 0 0% 2 2%
Single, two Minimum
chiﬁ:lrén Wage + 3 0% 4 2% 1 1% 2 4% 11 11%
FTBA&B
Minimum
Wage +
Couple, two  Parenting
children e 15 1% 20 10% 5 3% 9 17% 29 28%
(partnered) +
FTBA&B
Couple, two  Minimum
children Wage + FTB A 294 12% 68 33% 12 6% 16 34% 38 37%
I:,’:L';‘:::?:s’ 2,364 205 192 47 104
Median rent
$560 $520 $750 $370 $450

per week

Source: Anglicare WA (2023) Rental Affordability Snapshot — Western Australia

Over the last twelve months, Perth couples living on the minimum wage and in receipt of the
Parenting Payment (meaning they are caring for a child under the age of 6) saw a decrease in the
availability of affordable and appropriate rental properties from 3.2 per cent to 1 per cent of those
advertised. This was a decline from 7.2 per cent in 2021. A single parent on the minimum wage,
supporting two children, saw a decline in affordability from 0.4 per cent to 0 per cent, with a total of
only 3 properties found that would be appropriate and affordable.

A recent survey of 330 renters published in April 2023 by Make Renting Fair WA found that 58 per
cent of respondents had experienced at least one rent increase in the last two years, and 14 per cent
having experienced two rental increases. 33 per cent of survey respondents had a rent increase
between $21 and S50 per week, 10 per cent had a rent increase between $51 and $75 per week, and
11 per cent had a rent increase between $76 and $100 per week. 57 per cent of respondents
reported that they had found these increases difficult. 80 per cent of respondents reported that if
their rent was to increase by a further 10 per cent over the next 12 months, that they would find
such an increase difficult.?? Increases in rent can have a dramatic impact on the ability of a low-
income household to stay in a property and maintain the important connections they have
established throughout their local community.

The findings of the snapshot and Make Renting Fair Survey make clear how unaffordable the rental
market has become for people on the minimum wage in WA. Particularly, the very low level of
accessible properties available to rent for single minimum wage earners, including single parents,
strongly indicates the likelihood that many households will be living in housing stress or making do
with inappropriate housing. Fewer appropriate and affordable housing choices means that low-
income households are being forced onto the fringes of the metropolitan region to find housing,

22 ‘New survey data shows full impact of unlimited rent increases’, Make Renting Fair WA (Web Page, 2023)
12



https://makerentingfairwa.org.au/news/f/new-survey-data-shows-full-impact-of-unlimited-rent-increases

requiring low-income earners to live further away from jobs, schools and services, and placing a
strain on their weekly travel budget. The combination of financial stress and greater travel time also
has a negative impact on workplace productivity and worker resilience.

Recent analysis by the Bankwest Curtin Economic Centre found that the cost of lower quartile lower
rental properties has risen even faster than the rest of the market. No sub regions in Greater Perth
were deemed to be affordable for lower income households, with rental costs comprising between
33 per cent and 42 per cent of income in every metropolitan area. Regional housing markets have
also observed substantial and unaffordable rental increases, with the lower quartile rent to income
ratio for Broome at 45.5 per cent, Port Hedland at 44 per cent, and the Augusta — Margaret River —
Busselton nexus at 44.9 per cent.

Notably too, the report found that recent percentage rises in rental costs have been as high or
higher in suburbs that have been traditionally considered more affordable. Over the past 12 months,
some of the highest proportional increases in rental costs were observed in Kwinana at 14.5 per
cent, Gosnells at 13.7 per cent and Armadale at 15.3 per cent. %

Rental costs for established houses by Perth suburb and WA region: 2022

Sub-regional housing Median household  Median rental cost for Median LQrent-to- . -
. . . . Change in median rents

market area gross annual income residential houses rent-to-  income
Perth planning region by sub-region, 20225 by sub-region, 20225  income ratio

Median Median r/i ratio r/i ratio Change over Change over
Sub-region income rental cost (Dec 2022) (Dec 2022) 12m (%) 5yrs (%)
Fremantle 2,489 5 674 3 27.1 38.7 1 +10.3 +36.4 .
Cottesloe - Claremont 3,825 1 1,020 1 26.7 41.9 2 +9.7 +39.8 .
Rockingham 1,806 19 458 13 25.4 38.6 3 +13.9 +40.4 .
Melville 2,590 4 651 4 25.1 41.0 4 +12.9 +43.2 .
Canning 2,046 14 512 9 25.1 40.2 5 +10.8 +36.9 -
Gosnells 1,779 20 442 19 24.9 388 6 +13.7 +36.8 .
Wanneroo 2,011 15 495 11 24.6 38.7 7 +13.6 +43.0 -
Stirling 2,416 7 595 7 24.6 39.0 8 +14.5 +40.2 -
Joondalup 2,450 © 600 & 24.5 387 9 +11.2 +39.5 -
South Perth 2,670 3 646 5 24.2 394 10 194  +11 Hl
Perth City 2,868 2 688 2 24.0 34.3 11 +10.6 +33.0 .
Kwinana 1,844 13 441 20 23.9 36.4 12 +14.5 +43.2 -
Swan 2,004 16 475 14 23.7 369 13 +114  +373 I
Cockburn 2,272 9 536 8 23.6 38.0 14 +11.8 +35.2 .
Bayswater - Bassendean 2,185 12 505 10 23.1 363 g5 +12.1 +39.0 -
Armadale 1,998 17 460 17 23.0 353 16 +15.3 +40.1 .
Belmont - Victoria Park 2,189 11 491 12 22.4 33.0 17 +10.3 +33.1 .
Mundaring 2,126 13 461 16 21.7 35.4 18 +8.9 +28.1 .
Kalamunda 2,286 3 485 13 21.2 383 19 +11.3 +29.5 .
Serpentine - Jarrahdale 2,228 10 463 15 20.8 33.5 20 +8.8 +32.9 !
Greater Perth 2,132 534 25.1 37.1 +12.7 +39.0
Broome 2,273 4 775 3 34.1 455 1 +22.9 +50.5 i
Augusta - Margaret River - Busseltol 2,092 s 585 4 28.0 44.9 2 +17.8 +44.9 -
Karratha 3,078 2 817 2 26.5 314 3 96 +s27 N
Mandurah 1,727 10 454 7 26.3 44.0 4 +14.7 +41.1 -
Port Hedland 3,335 1 821 1 24.6 290 s +180 +92.7 N
Bunbury 1,956 7 465 © 23.8 379 6 +150 +39.1 Il
Albany 1,788 9 424 3 23.7 36.1 7 +8.1 +19.1 .
Geraldton 1,897 s 382 10 20.2 314 8 +13.0 +36.9 -
Esperance 1,93 6 391 ¢ 16 29'SENE 47/ +16,3’
Kalgoorlie - Boulder 2,680 3 504 5 18.8 26.2 10 +19.0 +43.1 !
WA excluding Perth 1,923 535 27.8 39.4 +14.4 +39.8

Source: Bankwest Curtin Economics Centre (2023) Housing Affordability in Western Australia.

23 Ryan Brierty et al, Housing Affordability in Western Australia 2023: Building for the future (Bankwest Curtin
Economic Centre Focus on WA Report Series, No 17, May 2023).
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https://bcec.edu.au/publications/housing-affordability-in-western-australia-2023-building-for-the-future/

The same also holds true for housing affordability for those lower quartile households in Western
Australia with a mortgage, as the cost of purchase of lower quartile established houses has risen by
on average 4 per cent, making very few Perth suburbs even moderately affordable.

Lower-quartile price-income ratios for established houses, by WA sub-region: 2022

LQ h hold LQh | LQ price-to-i . . . :
Qhousehold gross Qhouse sales Qprice-to-income share of income required to service variable mortgage

Sub-regional housing market area

annual income price ratio

Perth planning region in 2022$ in 2022$ 10% deposit, 30 year term 30% deposit, 25 year term

LQ » LQ » LQ  change 2020 3.5% 5.0% 6.5% 3.5% 5.0% 6.5%
Sub-region income g sales price & p/iratio  to 2022 rate rate rate rate rate rate
Cottesloe - Claremont 99,830 1 1,649,560 1 16.5 +9.1 80.1 95.8 112.8 69.5 81.1 93.7
South Perth 72,978 3 903,810 3 12.4 +6.6 60.1 71.8 84.5 52.1 60.8 70.2
Fremantle 72,456 4 873,267 4 121 +6.3 58.5 69.9 82.3 50.7 59.2 68.4
Melville 70,313 s 805,653 5 11.5 +5.8 55.6 66.4 78.2 48.2 56.3 65.0
Perth City 85,698 2 963,975 2 11.2 +5.1 54.6 65.2 76.8 47.3 55.2 63.8
Joondalup 69,209 & 636,189 © 9.2 +4.8 44.6 53.3 62.8 38.7 45.1 52.1
Stirling 67,961 7 616,915 7 9.1 +4.1 44.0 52.6 62.0 38.2 44.6 S5
Kalamunda 59,518 16 532,190 11 8.9 +4.7 43.4 51.8 61.0 37.6 43.9 50.7
Canning 60,236 14 537,577 9 8.9 +4.1 43.3 51.7 60.9 37.5 43.8 50.6
Bayswater - Bassendean 61,375 11 533,342 10 8.7 +4.2 42.1 50.4 59.3 36.5 42.7 49.3
Mundaring 60,459 13 504,379 13 8.3 +4.3 40.5 48.4 56.9 35.1 41.0 47.3
Cockburn 66,637 s 553,819 3 83 +4.2 40.3 48.2 56.7 34.9 40.8 47.1
Rockingham 51,680 20 401,229 17 7.8 +4.5 37.7 45.0 53.0 32.6 38.1 44.0
Belmont - Victoria Park 65,288 9 506,118 12 7.8 +3.3 37.6 44.9 52.9 32.6 38.1 44.0
Wanneroo 58,282 17 448,360 15 7.7 +4.0 37.3 44.6 52.5 32.4 37.8 43.6
Serpentine - Jarrahdale 63,697 10 473,932 14 7.4 +3.6 36.1 43.1 50.8 31.3 36.5 42.2
Gosnells 53,069 19 377,023 19 7.1 +3.8 34.5 41.2 48.5 29.9 34.9 40.3
Swan 60,033 15 421,248 16 7.0 +3.6 34.0 40.7 47.9 29.5 34.5 39.8
Armadale 60,919 12 383,449 13 6.3 +2.8 30.5 36.5 43.0 26.5 30.9 35.7
Kwinana 57,256 18 351,726 20 6.1 +3.2 29.8 35.6 41.9 25.8 30.2 34.8
Greater Perth 63,865 541,465 8.5 +4.0 41.1 49.2 57.9 35.7 41.6 48.1
Augusta - Margaret River - Busseltor 61,879 s 622,554 1 10.1 +4.1 48.8 58.3 68.7 42.3 49.4 57.1
Mandurah 47,824 10 387,153 © 8.1 +4.0 B9S 46.9 55.3 34.0 39.8 45.9
Albany 55,935 7 401,945 4 7.2 +2.8 34.8 41.7 49.1 30.2 35.3 40.8
Broome 73,795 4 522,123 2 7.1 +2.5 34.3 41.0 48.3 29.8 34.7 40.1
Bunbury 55,366 8 375,189 7 6.8 +3.3 32.9 39.3 46.3 28.5 333 38.4
Geraldton 53,796 9 315,845 9 5.9 +3.0 28.5 34.0 40.1 24.7 28.8 333
Esperance 61,750 & 334,742 3 5.4 +2.3 26.3 31.4 37.0 22.8 26.6 30.7
Karratha 111,889 2 462,228 3 4.1 +1.6 20.0 24.0 28.2 17.4 20.3 23.4
Port Hedland 117,845 1 387,356 5 33 +1.8 15.9 19.1 22.4 13.8 16.1 18.6
Kalgoorlie - Boulder 90,087 3 279,594 10 3.1 +1.2 15.1 18.0 21.2 13.1 15.2 17.6
WA excluding Perth 58,158 365,892 6.3 +2.9 34.0 39.7 45.9 23.7 28.4 33.4

Source: Bankwest Curtin Economics Centre (2023) Housing Affordability in Western Australia.
3.3 Food

Increasing price of food, particularly of healthy food, is placing financial stress on low-income
earners. From March 2022 to March 2023 the Perth Consumer Price Index for food and non-
alcoholic beverages saw a 7.5 per cent increase.?* In practice, this means consumers are spending
significantly more of their pay on simply covering their grocery bill, with some lower socio-economic
families spending up to 40 per cent of their income to purchase a weeks’ worth of groceries.?®

Between 2020 and 2022, Australians have seen a 17.9 per cent increase in the cost of healthy foods,
such as fruits, vegetables, legumes, healthy fats and oils, and a 12.8 per cent increase in meat and

24 ABS (n 6).
25 Cait Kelly, ‘Rising food prices hit every supermarket aisle putting pressure on low-income families’, The
Guardian Australia (Web Page, 2022).
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meats alternatives.?® Unhealthy foods have also been subject to price increases, but of much less
significance. To manage increased food prices in a tight fiscal environment, people living on low
incomes have resorted to skipping meals, avoiding expensive items like diary or meat, and

purchasing cheaper, less healthy, food options.?”%

Low incomes together with competing living expenses act as compounding barriers to food security
for many Western Australian households. The household food budget is often regarded as more
flexible compared to other fixed household and health expenses, such as rent, utility and medical
bills. As a result, a household receiving a low disposable income that experiences a sudden
additional expense is more likely to lower their food budget, skip meals, or reduce nutritional quality
to compensate.?

Foodbank reports that in the last 12 months, 208,000 households went hungry due to a lack of
funds, including skipping meals or going the entire day without eating. They found that 59 per cent
of food insecure households in Western Australia had someone in paid employment, with WA having
the highest rate of working people accessing Foodbank in the nation.?° In April, Foodbank reported
to WACOSS that they had assisted 1,044 households since the beginning of the year, which was an
increase of 150 per cent from 2021.

3.4 Energy and Water

The cost of energy disproportionately impacts households on the lowest incomes, as they spend a
significantly higher percentage of their disposable income on energy bills and have little, if any,
capacity to absorb additional costs. People on the lowest incomes spend on average 6.4 per cent of
their income on energy, compared to households in the highest income quintile, who pay on average
only 1.5 per cent. Further, 25 per cent of the lowest income quintile are spending over 8.8 per cent
of their income on energy. 3!

The 2022 Understanding Utility Hardship report by WACOSS and Bankwest Curtin Economics Centre
provides rich insights into the causes and experiences of utility and financial hardship for Western
Australians.®? The report, which utilised a mixed methods approach, including quantitative survey
data from 470 Water Corporation customers. It found income to be the largest contributing factor to
utility hardship, with the lower the income, the higher the probability of being unable to pay water
or electricity bills. The two greatest contributors to a household’s inability to pay for bills were
having an annual household income under $40,000 and having an annual household income

26 Merron Lewis et al, ‘Healthy food prices increased more than the process of unhealthy options during the
COVID-19 pandemic and the concurrent challenges to the food system’ (2023) 20(4) International Journal of
Environmental Research and Public Health 3146.

27 Shannon Schubert, ‘Rising food costs cause people to skip meals, avoid diary, alcohol, meat to cope
financially’, ABC News (Web Page, 2023).

28 Lewis (n 26).

2% Sue Booth and Alison Smith, ‘Food security and poverty in Australia -- challenges for dietitians’ (2001) 58(3)
Australian Journal of Nutrition & Dietetics 150.

30 Foodbank (n 3).

31 ACOSS and the Brotherhood of St Laurence, Energy Stressed in Australia (Report, 2018).

32 Graham Hansen, Eva Perroni and Dr Silvia Salazar, Understanding Utility Hardship, Western Australian
Council of Social Service and Bankwest Curtin Economics Centre (Report, 2022).
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between $40,000 and $80,000. A worker receiving the full time minimum weekly pay rate would
have had an approximate annual income of $42,634.80 over the 2022/23 financial year.

Figure 8. Contributors to households’ inability to pay for bills, household characteristics
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Source: Bankwest Curtin Economics Centre | Water Corporation Customer Survey.

In addition to income, the report identified several other factors that are predictors of utility
hardship. Firstly, households that spend more money than they receive are 30 per cent more likely
to be in financial hardship than households that can save money regularly. Households that are not
able to raise $4,000 in a week for an emergency are on average 50 per cent more likely to be unable

to pay their electricity or water bills than households that could access this money from their
savings. This effect is smaller, albeit quite significant, for people that would obtain the money by
other means such as loans from friends and family or by selling items.
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“Inability to pay bills. It is very difficult at my age to realise that | cannot afford to
live.”

- Understanding Utility Hardship Survey Respondent

Secondly, there is a significant correlation between defaulting on different bill payments. Not being
able to pay for electricity is the best predictor of people’s ability to pay their water bills (54.4 per
cent). This is also true for electricity, where the best predictor is not paying for water and gas (55.3
per cent and 25.6 per cent, respectively). Unable to pay mortgage repayments remains a strong
predictor, at 20.7 per cent.

Figure 9. Contributors to household's inability to pay for bills, savings and financial management
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Source: Bankwest Curtin Economics Centre | Water Corporation Customer Survey.

Figure 10. Contributors to household's inability to pay for bills, co-dependency with other bills
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Respondents who were unable to pay their utility bills within the last year indicated that they utilise
a range of different strategies in order to cope financially. Reducing spending on food and groceries
was the most common strategy, regardless of the type of utility bill, with 76 per cent of those who
were unable to pay their electricity bills and water bills, and 79 per cent of those unable to pay gas
bills indicating that this was a strategy they would likely use (see Figure 11). This was closely
followed by reducing spending on leisure activities and reducing their consumption of water,
electricity or gas.

Figure 11. Coping mechanisms by type of utility bill unable to be paid, %
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Source: Bankwest Curtin Economics Centre | Water Corporation Customer Survey.

The disproportionate impact of utility bills on low-income households can lead to mounting unpaid
bills and a greater risk of disconnection, which in turn can have a significant impact on people’s
wellbeing. Reported impacts include feelings of shame at being unable to provide for the family
along with personal and relationship stress arising from difficult decisions about spending priorities.

“l had to make arrangements so that my kids could still have what they needed.”

- Understanding Utility Hardship Survey Respondent

Disconnections can have a range of detrimental impacts on households already struggling with
everyday living costs. They can include the loss of food, an inability to bathe or to heat or cool
rooms, or to maintain connection with relatives and the wider world. These impacts can lead to
health problems, anxiety and emotional disorders increasing health system costs and reducing
productivity. Energy debts can also affect a workers’ ability to access affordable credit in future.
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“l was 1 week from being homeless. Had to call accounts and beg for time to
pay. | had one income to support two people, myself and my son, now he’s
moved out leaving me with all debts. | go without meals to make sure all the
bills are paid on time and ahead if | can. | work two jobs to try and get ahead,
but feel so tired trying to keep up.”

- Understanding Utility Hardship Survey Respondent

The Economic Regulation Authority WA has noted that disconnection data is a ‘valuable indicator of
how affordable energy is to customers.”* Figures on household disconnections and Hardship Utility
Grant application (HUGS) data were reported in the Western Australian Legislative Council on 29
March 2023. Though these figures fluctuate due to seasonal variations and the typical hold on
disconnections over the Christmas period, they clearly demonstrate the scale of disconnections and
the growing need for assistance in the community.

Synergy Disconnections between 1 November 2022 to 28 February 2023

Residential non-payment Residential non-payment disconnection
disconnection notices issues completed
Nov 22 1375 854
Dec 22 450 355
Jan 23 1125 629
Feb 23 1658 1003
Total 4,608 2,841
2771 2432

Horizon Power Disconnections between 1 November 2022 to 28 February 2023

Residential non-payment Residential non-payment HUGS Applications
disconnection notices issues disconnection completed received

Nov 22 1109 271 16

Dec 22 439 134 15

Jan 23 1200 144 16

Feb 23 844 187 20

Source: WA Parliament Hansard

For most households experiencing utility billing hardship, utility bills are unlikely to be their largest
cost burden, unless they have accumulated significant utility debt and debt recovery costs. Housing,

33 Economic Regulation Authority (2020) Annual Data Report — Energy Retailers 2018/19
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followed by food and beverages, are consistently the most significant costs facing households on a
day-to-day basis.?* As such, low-income households prioritise these costs, due to their size and
critical importance. This means that when housing and food costs increase, or their income is
reduced, spending in other budget categories may be reduced. Where those costs are difficult or
impossible to avoid, such as utilities, households may be forced to skip payments. This could be
recognised as a form of ‘displaced’ hardship, where the problem is made visible by a household
being unable to cover the costs of their utility bill, but is driven by increased costs elsewhere, such as
housing.

3.5 The WACOSS Cost of Living Report

The annual WACOSS Cost of Living Report models five low-income household types and examines
the adequacy of their income to afford a basic standard of living in line with agreed community
standards. The 2022 Cost of Living Report reinforces the previously discussed findings and shows
substantial growth in household expenditure, particularly for rental and transport costs, as well as
significantly increased financial pressure on the model households. 3°

Living costs were found to have increased in every expenditure category, while the cessation of the
Coronavirus Supplement and Economic Support Payments resulted in the income of the model
households seeing little growth or declining. The gap between income and expenditure narrowed for
each of the model households.

Weekly income and expenditure of our model households

Income Expenditure Net Position

Single Parent Family $1,090.44 ¥V $1,081.29 A $9.15' V¥
Two Parent Family $1,563.73 A $1,478.94 A S84.79 'V
Unemployed Single $361.58 ¥ $374.82 A -$13.24 'V
Age Pensioners (Renters) $816.86 A $810.30 A $6.56 ¥

Age Pensioners
2 $748.16 A $664.68 A $83.49 W
(Home Owners)

Note: All estimates of cost and consumption are intentionally conservative and, as a result, likely understate
the cost impacts on households in hardship. The arrows indicate growth or reduction in values from the
previous financial year.

34 Graham Hansen, Cost of Living Report 2022, Western Australian Council of Social Service (Report, 2022).
35 Ibid.
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Weekly expenditure for the single parent family rose by $97.96 per week (9.96 per cent), with an
increase seen in each of the expenditure categories. Rental costs have continued to climb, with the
single parent family paying an extra $31.88 per week (an increase of 9.93 per cent). After housing
costs, transport had the largest dollar increase at $31.20 per week (20.45 per cent). The model two
parent family’s weekly expenditure on basic living costs increased by 8.83 per cent or $120 per week
over the last 12 months. As with the single parent family, this was predominantly the result of the
substantial rise in the model household’s weekly rental and transport costs.

3.6 Costs in the Regions

When considering the adequacy of the State Minimum Wage it is important that differences in the
cost of living for regional workers are considered. is of particular importance for award-free
employees, who do not benefit from location allowance requirements set out in many private sector
awards. Cost of living pressures in some regional areas, particularly the Pilbara and Kimberley, is
significantly increased compared to the Perth metro area.

For instance, in the Pilbara, a two-parent family will pay on average $631.34 per week for rent,
compared to the $382.50 paid by a two-parent family in Perth metro. The Pilbara is also the most
expensive region for the single parent and age pensioner model households, spending $70.76 more
each week than their equivalents in Perth. Median rents increased across every region in 2021/22.
Particularly substantial increases occurred in the Mid West, with rental costs for the single parent
and age pensioner growing by 22.84 per cent and by 43.27 per cent for the working family and
unemployed single.

Weekly Expenditure across the Regions - RENT

Goldfields Great . Mid _
Perth  Gascoyne Kimberley Pilbara
Esperance Southern West

Single parent
& Age $344.25 - $324.06 $289.85 $371.88 $256.06 $301.75 $415.01 $303.88 $244.52
pensioners

Two parent

family $382.50 = $392.06 $338.51 $599.25 $372.94 $359.13 $631.34 $366.56  $260.53

Unemployed
single $127.50 = $130.69 $112.84 $199.75 $124.31 $119.71 $210.35 $122.19 $86.84
(1/3™ share)

Source: Calculations based on REIWA market data

The cost of food and beverages are also variable compared to Perth. Food is the highest in the
Kimberley, followed by the Pilbara. Food prices in Peel, Gascoyne, the Wheatbelt, the Southwest and
Great Southern regions are all comparable to Perth metropolitan prices. Food prices in the Mid West
and Goldfields/Esperance are also noticeably higher than Perth.
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Weekly Expenditure across the Regions — FOOD AND BEVERAGES

Goldfields Great , Mid .
Gascoyne Kimberley Peel Pilbara
Esperance  Southern West

Single parent $231.93 $233.78 $241.90 $233.78 $253.27 $240.74 $231.70 S243.76 $230.77 $237.96
::Vnzlsarent $334.29 $336.96 $348.66 $336.96 $365.04 $346.99 $333.96 $351.34 $332.62 $342.98
:Ji:;r:ployed $102.36 $103.18 $106.76 $103.18 $111.78 $106.25 $102.26 $107.58 $101.85 $105.02
sissioners $204.72 $206.36 $213.52 $206.36 $223.56 $212.50 $204.52 $215.16 $203.70 $210.04

Source: Calculations based on ABS 2015/16 HES, 2022 CPI and 2021 RPI data

All model households are paying substantially more for electricity in the Pilbara and the Kimberley
than those in the Southwest Interconnected System (Perth, Peel, Southwest and Great Southern).
The electricity expenditure of model Goldfields/Esperance and Gascoyne/Mid West households is
noticeably lower.

As the Uniform Tariff Policy means that Horizon Power customers are charged for electricity at the
same rate as Synergy customers, these divergences are the result of different levels of energy
consumption. Climatic conditions outside of the SWIS have a significant impact on the amount of
energy required to maintain temperatures in homes at a liveable and comfortable level. The high
level of energy consumption and the resultant size of the bills, combined with their seasonal and
intermittent nature, mean that low-income households in regional areas can be at substantial risk of

bill shock, with the likelihood of falling into utility debt even higher during the peak summer period.

Weekly Expenditure across Network Areas - ELECTRICITY

Gascoyne/ Goldfields . .
SWIS . Kimberley Pilbara
Mid West Esperance
Single parent $16.25 $7.81 $4.45 $18.12 $18.87
Working family $34.12 $24.21 $20.25 $36.34 $37.22
Unemployed single $9.39 $6.09 $4.76 $10.13 $10.42
Age pensioners $24.15 $15.72 $12.36 $26.03 $26.78

Source: Calculations based on usage data supplied by Horizon Power

There is also difference between water prices in the regions and metropolitan Perth (see Figure X).
Households in the Great Southern Region are on average spending the least on water, followed by
Perth, and those in the Peel and Wheatbelt regions. Tariff cap policies mean that up to the first
300kL in “‘country south’ and 500kL in ‘country north’, residential water consumption charges are no
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more than metropolitan charges, after which the charges reflect the cost of providing services in the
different country schemes. The lower water expenditure in those regions is thus a direct result of
lower consumption.

Pilbara households are spending the most on water across all model household types. For example,
our working family are paying on average an extra $7.60 per week. The Pilbara is followed closely by
the Kimberley, which would indicate that the climatic conditions in those regions result in a much
higher level of water consumption by households.

Weekly Expenditure across the Regions — WATER

Goldfields Great ) Mid :
Perth Gascoyne Kimberley Peel Pilbara
Esperance Southern West

Single parent $7.51 $9.27 $8.28 $5.15 $12.93 $8.40 $7.59  $13.62 $8.03 $7.59
Working family ~ $9.15  $10.91 $10.05 $630  $15.95 $10.19 $9.24 $1675  $9.77 $9.24
g:gp'md $3.05 $3.64 $3.35 $2.10 $5.32  $3.40 $3.08  $558  $3.26 $3.08
Age pensioners  $3.75 $4.64 $4.14 $2.58 $6.47  $420 $3.80  $6.81  $4.02 $3.80

Source: Calculations based on average regional residential usage data supplied by the Water Corporation

4. Emergency Relief and Financial Counselling Data

Increased living costs and decline in real wages has led to more people reaching out for emergency
relief and financial support. This section of the submission highlights how the high-pressure
economic environment is leading to increased demand for assistance, including emergency relief
and financial counselling.

4.1 Emergency Relief Providers

WACOSS operates a free online directory of community service providers for people looking for
emergency relief and assistance, called WAConnect. The directory allows us to track real time search
results of emergency and community relief providers, including food relief, financial counsellors,
emergency accommodation and other services as well as searches by individuals in hardship seeking
assistance.®®

From 1 January 2023 to 31 March 2023, the portal registered a total of 24,600 visits from 16,800
users, generating 93,400 searches for services. When comparing these statistics to the numbers
registered during the same period last year (2022), the number of users has increased by 24.95 per

36 WAConnect (Web Page, 2023).
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cent, the number of visits to the site by 31 per cent, and the number of searches for services within
the portal increased by almost 8 per cent (equivalent to ~ 6500 more searches for services).

The most searched for services in the period from 1 January 2023 to 31 March 2023 included help
with food (~ 27,700 searches); help with money, including overdue bills assistance, financial debt
and debt services, rent assistance and more (~6,500 searches); help with accommodation (~ 2,700
searches); and help with fuel and related expenses (~1,000 searches).

The Financial Wellbeing Collective’s Emergency Relief and Food Access Service (ERFAS) reports that
emergency food relief needs in Western Australia have also been steadily increasing over the past 12
months. In March 2023, the Service received 3,469 calls — an increase of 52 per cent from March
2022. There was a 28 per cent increase in clients supported between February and March, and a
notable 43 per cent increase in employed clients seeking assistance compared to the previous
month.

Figure 12. Emergency Relief and Food Access Service Dashboard March 2023 — Types of Assistance Provided
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Source: Financial Wellbeing Collective, Emergency Relief and Food Access Service

4.2 Financial Counselling

Financial counselling is a free and independent service to assist people who are experiencing
financial difficulty. A qualified financial counsellor provides expert advice on how to tackle their
financial challenges.

Interviews with financial counsellors conducted by WACQSS for the Understanding Utility Hardship
Report, identified that people are most likely to access a financial counsellor if they experience
entrenched disadvantage due to persistent low incomes, low-wages, an adverse life event, or people
with multiple large loans. Datasets held by the Financial Counselling Network (FNC) corroborated
this, with the two main reasons that people access FCN services are when people are managing on a
low or inadequate income or are having private debt issues.
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Figure 13. Reasons for accessing FCN services
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Source: Bankwest Curtin Economics Centre | Financial Counselling Network data 2022.
Note: ‘Presenting’ reasons are those that the client presented with or disclosed during the initial intake into the

service, while ‘emerging’ reasons are those that emerged during subsequent meetings or assessments by the financial
counsellor.

The largest percentage, more than a fourth, of FCN clients were found to have paid employment
income or income from a business (see Figure 14). This highlights the financial pressure experienced
by low wage earns, despite their active participating in the workforce.

Figure 14. Main source of income, FCN

u Paid employment ncome or business

n JobSeeker
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= Other Gover nment payment or
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m Other/Mot specified

Source: Bankwest Curtin Economics Centre | Financial Counselling Network data 2022.
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Income is a key indicator of financial hardship. When compared to the Water Corporation Customer
Survey sample of people at risk of or in financial hardship discussed previously, the proportion of
very low-income households accessing FCN’s services is higher. This is to be expected as the FCN
works with people when they are experiencing financial stress.

Figure 15. Household income, FCN and Water Corporation
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Source: Bankwest Curtin Economics Centre | Financial Counselling Network data 2022.

35 per cent of FCN clients are private renters, followed by owners with a mortgage, at 28 per cent,
and renters from the housing authority at 13 per cent. These findings demonstrate that people living
in rental housing are at higher risk of financial hardship, making up almost half of the households
seeking help from the FCN.

Figure 16. Home ownership type, FCN
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Source: Bankwest Curtin Economics Centre | Financial Counselling Network data 2022.
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To assist clients with money management, budgeting and prioritising financial goals, the FCN collects
data on selected expenditure patterns of families in family hardship. Clients’ average fortnightly
income is $2,024, which varies according to household suburb. It can be as low as $980 per month
for families living in Belmont and as high as $3,300 for Joondalup and Success; this is not the average
suburb income but the average income of FCN clients from those suburbs.

For FNC clients, housing costs represent just over a third of the overall household’s expenditures (32
per cent). As discussed, increasing rental prices put significant stress on low-income households. This
is evidenced by the fact almost half of households seeking support from FCN are renters (see Figure
16).

Debt repayments represent an enormous 43 per cent of household’s expenditure for FNC clients, at
$807 per fortnight. This is $200 more per fortnight than what they pay for their housing, which is
usually a household’s highest expenditure item. Utility costs are also significant, comprising 7 per
cent of household expenses and represent on average a $130 expenditure per fortnight.

When all basic fortnightly expenses are added, the total comes to $1,865.10, leaving just $158.90
per fortnight from the average income for other costs, such as education, recreation, clothing, or
emergency situations. The suburbs where households have the higher deficits in expenditure
relative to income are Gosnells, Osborne Park, Coolbellup and Yanchep.

CASE STUDY — PROFILE AND EXPENDITURE OF THE AVERAGE FCS
FAMILY

Nick, Leesha and their daughter represent an average family

o accessing Financial Counselling Services. Their main source of
income is Leesha’s paid employment, and some government
benefits. Their average income is $2,024 per fortnight — this is just
above minimum wage.

They feel concerned about managing their low income, are struggling to pay back debt and are
experiencing utility hardship. They have decided to seek support from a financial counsellor, who
helped track their fortnightly expenditure patterns and identified five main categories:

Debt repayments $807.2 (43%)
Medical Costs = $33.7 (2%)

Essential utilities =——— $127.4 (7%)

Groceries eeee——— $295.3 (16%)

Housing costs $601.5 (32%)

Average debt repayments take up an enormous 43 per cent of Nick and Leesha’s household
expenditure. This is $200 more than what they are paying for housing, which is normally the
highest cost in the household budget. Nick and Leesha’s basic fortnightly expenditure across these
five categories comes to $1,865.10.

This means, that despite living with more than the minimum wage, Nick and Leesha only have
$158.90 per fortnight to spend on other costs, such as education, recreation, clothing or
emergencies.

Source: Case study developed from Bankwest Curtin Economics Centre | Financial Counselling Network data 2022.
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5. Poverty and Inequality

The experience of poverty greatly exacerbates peoples’ experiences of other types of inequalities.
This section of the submission discusses the relationship between poverty and financial stress,
income and wage inequality and gender equity.

5.1 Poverty and Financial Stress
The Fair Work Commission's Expert Panel stated in its 2019-20 Decision that

Consistent with previous Review decisions, we accept that if the low paid live in poverty
then their needs are not being met. In measuring poverty we continue to rely on poverty
lines based on a threshold of 60 per cent of median equivalised household disposable
income and that those in fulltime employment can reasonably expect to earn wages above a
harsher measure of poverty.%”

Recent poverty analysis identifies who is living in poverty in Australia, and what impact poverty has
on household sentiments and behaviours. The latest report from the Poverty & Inequality
Partnership® uses data from the Australian Bureau of Statistics to identify cohorts of society most
likely to experience poverty. The report found that on average one in eight Australians, including one
in six children, lived below the poverty line. Additionally, the report indicated people are more likely
to experience poverty if they:

e rely onincome supports such as JobSeeker, Parenting Payments, Disability Support, Youth
Allowance or Carer Payments;

e are part of a households whose main income-earner is of working age but is unemployed or
not in the labour force;

e are tenants in public housing or people who rented privately;

e arein sole parent households;

e are single people without children; or

e are people with disability.

For people who are in one, or more than one of these cohorts, the poverty line ranged from $489
per week for a single person to $1,027 per week for a couple with two children. While low- and no-
income earners are overrepresented in the identified groups, poverty for these households can be
eliminated by lifting the lowest income levels to at least half the median level of disposable income.
This is evidenced by the Coronavirus Supplements, which increased the amount of money paid to
low-income earners throughout the pandemic. During the periods Coronavirus Supplements were
provided poverty declined significantly for all age groups, except older Australians. The financial
safety net offered by the payments allowed poverty to fall by 3.8 per cent for young people, and

37 Annual Wage Review [2020] FWCFB 3500, 85.
38 peter Davidson, Bruce Bradbury and Melissa Wong, Poverty in Australia 2023: Who is affected (Poverty and
Inequality Partnership Report no. 20, March 2023).
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poverty to fall by 2.3 per cent for those of working age. Once the supplements were ceased, poverty

levels increased above pre-pandemic levels.*

Relatively high levels of poverty, coupled with increased cost pressures, are causing high levels of
financial stress and financial hardship for low-income earners. The NAB Australian Wellbeing Survey
indicates the substantially higher rate of financial stress for low income earners (see Figure 17) and
the growth of financial stress across Western Australia (see Figure 18). 4°

Figure 17. NAB Financial Stress Index: Lower/Higher Income, Q1, 2023
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Figure 18. NAB Financial Stress Index: WA, Q1, 2023
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Such an increased financial hardship is changing the behaviour of low-income earners as they

prioritise trying to meet bills for necessary items. For example, the most recent report in the Taking
the Pulse of the Nation*! report series suggests that low-income earners are struggling to meet the

39 peter Davidson, A tale of two pandemics: COVID, inequality and poverty in 2020 and 2021 (Build Back Fairer
Series, Report No. 3, March 2022).

40 National Australia Bank Group Economics, NAB Australian Wellbeing Survey: Q1-2023 (Report, 2023).

41 Kushnell Prakash, ‘Taking the pulse of the nation (2023) — surveys Australian population to capture

sentiments and behaviours,” Melbourne Institute Applied Economic and Social Research (Web Page, 2023).
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cost of their daily energy needs. One in five people included in this survey cannot afford to heat or
cool their homes to a comfortable level, with young adults and those earning less than $50,000 per
annum most at risk of being unable to control the temperature of their living environment.

The number of people unable to afford to heat or cool their homes is almost four times as high when
the data only of those in financial stress is considered. Half of the people experiencing financial
stress are taking all possible measures to reduce energy costs and 12 per cent of those in financial
stress report skipping meals to help meet climbing energy bills. Evidently, the financial pressure
resulting from the combination of increased costs and low incomes have significant impacts beyond
financial security. For low-income earners, financial pressure works to disrupt the foundational
elements of health and wellbeing, such as access to safe and appropriate housing and quality
nutrition. Applying the social determinants of health model, it is evident that limited access to the
foundational elements of health creates significant and long-term inequity — including poorer long-
term health outcomes and lower life expectancy.

5.2 Income Inequality and Wages

Income inequality has a significant negative impact on society, both socially and economically, being
linked to not only the undermining of community cohesiveness, but also to having a statistically
significant adverse effect on economic growth. 42

The Gini coefficient, a measure of income distribution across a population, in the most recent ABS
Survey of Income and Housing data shows that Western Australia has the highest rate of income
inequality in Australia. The Gini coefficient ranges between 0 and 1, with 0 corresponding to perfect
income equality and 1 corresponding to perfect income inequality. In the aforementioned ABS
Survey Western Australia had a Gini coefficient of 0.331, which was the most unequal distribution of
income across Australia and when compared to the nation as a whole.

Gini Coefficient 2019-20 (National, States and Territories) **

Gini Coefficient

WA 0.331
NSW 0.329
Victoria 0.325
Australia 0.324
Queensland 0.317
NT 0.297

SA 0.312
Tasmania 0.301
ACT 0.277

Source: ABS 6523.0

42 OECD ‘The Impact of Income Inequality on Economic Growth’, In It Together: Why Less Inequality Benefits All
(Report, 21 May 2015).
43 Australian Bureau of Statistics, Household Income and Wealth, Australia (Catalogue No 6523.0, 28 April
2022).
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One factor contributing to inequitable wage distribution in Western Australia is the growth in the
gap between the state minimum wage rates and median pay levels. As of November 2022, the State
Minimum Wage was only 41 per cent of the WA Average Weekly Ordinary Time Earnings (AWOTE).
In comparison, the National Minimum Wage comprises 44.95 per cent of Australia-wide seasonally
adjusted average weekly earnings as of November 2022. In November 2005, the State Minimum
Wage was 47.6 per cent of the WA AWOTE (see Figure 19).

Figure 19. WA AWOTE, Median Earnings and State Minimum Wage
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While the gap between the State Minimum Wage and the relative poverty threshold of 60 per cent
of median earnings has contracted slightly following the 2022 State Wage Case decision, that gap
remains significant with further progress needed to narrow that gap and address the needs of the
low paid. The State Minimum Wage is currently $171 per week below the 60 per cent of median
earnings poverty line for November 2022.

Low wage growth has, for several years, been identified as a serious problem for the Australian
economy.* A continued extended period of stagnating wage growth will likely bring a range of
negative material and social outcomes for Western Australian households. The International Labour
Organisation’s ongoing analysis of global wage trends has identified the social and economic
consequences of stagnating average wages:

44 Stephen Clibborn, ‘Australian industrial relations in 2020: COVID-19, crisis and opportunity’ (2021) 63(3)
Journal of Industrial Relations 291-302.
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On the social side, the disconnect between economic growth and wage growth means that
workers and their families do not feel that they are receiving a just share of the fruits of
economic progress, which fuels their frustration. On the economic side, low wage growth
dampens household consumption, which can reduce aggregate demand, particularly when
wages stagnate in many large economies at the same time.*

Economic experts have warned of the significant economic and social consequences of wage
stagnation, including undermining household financial stability, consumer spending, further
productivity growth and government revenues, as well as resulting in a shift in income distribution
away from labour and towards capital.*®

While many low-wage earners are living below the poverty line a small handful of Australians hold
the majority of Australia’s household wealth. Analysis by the World Inequality Lab found that in 2021
the wealthiest 10 per cent of Australians owned 56 per cent of total household wealth. In
comparison, the share of total household wealth owned by those in the bottom 50 per cent of

wealth in Australia held just 5 per cent (see Figure 20).%

Figure 20. Wealth Distribution in Australia
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Additionally, Oxfam has calculated that over the past two year, the wealth of Australia’s 47
billionaires doubled to $255 billion at a rate of more than $205 million a day. These 47 billionaires
hold more wealth than the poorest 30 per cent of Australians, equating to 7.7 million people.*

4 |nternational Labour Organisation, Global Wage Report 2016/17: Wage inequality in the workplace (Report,
2016).

46 Andrew Stewart, Jim Stanford and Tess Hardy, The Wages Crisis Revisited, Centre for Future Work (Report,
2021).

47 World Inequality Lab, ‘Australia’, World Inequality Database (Web Page, 2022).

48 Oxfam Australia, ‘Australia’s billionaires double fortunes during pandemic as global inequality grows’, Oxfam
Australia Media Releases (Web Page, 2022).
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5.3 Gender Wage Gap

The WA labour market continues to be characterised by a significant gender pay gap. ABS data
indicates that as of November 2022, WA currently supports the biggest difference in overall pay
between men and women by a significant margin across all jursidictions, with a gender pay gap of
22.1 per cent .*® Using the Workplace Gender Equality Agency’s datasets based on reporting by
private businesses, WGEA and the Bankwest Curtin Economics Centre calculate that the gender pay
gap in Western Australia is 26.8 per cent for base pay and 32.1 per cent when including bonuses,
overtime and other discretionary pay.*°

The WA gender pay gap has many contributing factors. Much of the gap is borne out of a gendered
concentration of staff in high paying industries within the state, rather than salary differences
between women and men in the same industry. In WA, women make up a significant proportion of
the workforce in lower paying industries. These are also known as feminised industries and include
sectors such as childcare, aged care, health care, retail trade, accommodation and food services. For
example, in WA women make up only 19 per cent of the mining workforce but comprise 83 per cent
of the health care and social assistance workforce. Workers in feminised industries are often
completely reward reliant. This means in WA, women are more reliant on minimum wage.>?

While WA’s gender wage gap can be lessened by increasing the proportion of women in higher
paying industries and the proportion of men in lower paying industries, Duncan et al (2022) suggests
that this will only decrease the gender pay gap by a third. Closing the gender pay gap also requires
substantial work to minimise salary differences between low and high paying industries. This can be
achieved by raising the minimum wage, and remunerating people in feminised industries in a way
that better reflects their value to society.>?> The Fair Work Commissions recent decision to award
age care workers a 15 per cent rise is an important step forward in valuing the work of women®%.

The WA gender pay gap represents just a fraction of the real cost burden on women, and the
inequity experienced. Due to their reliance on lower wages, women are disproportionately adversely
affected by increased costs of living.>> As of November 2022, women’s average full-time earnings
across all industries in WA were $478.10 less each week than their male counterparts.®® This means
over a year, on average, WA women have $24,861.20 less to cover the sharp increase in the cost of
necessities including groceries, energy, and housing. Difference in pay is exacerbated in feminised
sectors, where weekly pay may not even cover the cost of expenses.

49 Australian Bureau of Statistics, Average Weekly Earnings Australia, November 2022 (Catalogue No 63020, 23
February 2023).

%0 Alan Duncan, Astghik Mavisakalyan and Silvia Salazar, Gender Equity Insights 2022: The State of Inequality in
Australia (WGEA Gender Equity Series Issue 7, October 2022).

51 |bid.

52 |bid.

53 Justice Ross, Occupational segreqation and undervaluation (Fair Work Commission President’s Statement, 4
November 2022).

54 15% wage increase for aged care sector’, Fair Work Ombudsman (Web Page, 24 March 2023).

55 ‘National gender pay gap of 13.3% just a fraction of the real cost on women’, Workplace Gender Equality
Agency (Web Page, 23 February 2023).

56 ABS (n 49).
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Increase cost pressures also have significant ramifications for women’s long-term economic security,
with women under financial pressure less likely to make additional superannuation contributions,
pay off debt or save.>” The 2022 National Australia Bank Australian Wellbeing Survey reinforces this
phenomenon finding that women are reporting much higher levels of financial stress than men,
particularly when it comes to medical bills, household items and raising $2000 in emergency funds.>®
The financial pressure placed on women also negatively impacts their health and mental health.
HILDA data suggests that women, on average, have mental health scores four per cent lower than
males, and financially constrained women have scores seven and a half per cent lower than women
who are not financially constrained.>®

WACQOSS submits that an increase of 7 per cent to the State Minimum Wage is an important lever to
help address the gender pay gap across all industry sectors, particularly in low paid, female-
dominated sectors. It may also help redress labour shortages in the community services sector, while
ensuring workers are fairly paid and well-supported to provide quality care to Western Australia’s
most vulnerable community members.

57 Alison Preston, Submission 58 to the Senate Select Committee, Cost of Living (12 May 2023).
%8 National Australia Bank Group Economics, NAB Australian Wellbeing Survey: Q4-20232 (Report, 2022).
59 Preston (n 57).
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6. Conclusion

It is the view of WACOSS 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 7 per cent.

WACOSS considers that increasing the State Minimum Wage to any amount lesser than our request
will not be sufficient to alleviate the financial burden currently experienced by low-income earners.
Rapid, and sharp, increases in the cost-of-living mean low-income earners currently do not have
sufficient funds to meet the rising cost of rent, food and electricity.

For State Minimum Wage earners, who currently live below the poverty line by $171 per week, this
pressure manifests into behaviour changes such as skipping meals or not heating or cooling their
homes. These behavioural changes increase inequity across a range of social determinants of health
and create a negative and self-reinforcing relationship between increasing needs and increasing
financial pressure. Thus, the cycle of inequality is embedded.

Increasing the State Minimum Wage is an effective strategy to help break this cycle. Increased wages
not only mean low-income earners have enough money to cover living costs but that they have the
financial resources and mental capacity to live a productive and connected life and be active
members of our community.

WACOSS's claim of a 7 per cent 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 workers are provided with a decent living standard, well above poverty levels is
integral for an inclusive and sustainable economy, where the benefits are shared with all Western
Australians.

Contact Details

For further enquiries on this submission please contact:

Graham Hansen

Senior Policy Officer
graham@wacoss.org.au
08 6381 5300

80 Industrial Relations Act 1979 (WA) cl 50A(3)(a).
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