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INTRODUCTION

The 20222 Annual Wage Review takes place in a gioificaint and mfdtetectries, and
multiple significant uncertainties

The COVHD9 pandemic remains promamehiincertgioontinuing to weaghthe econonmgstrict
business activiprecludeertainty artdndeconfidence

Recent flooding in southeast Queensland and northern NSW caused immense physical and
damage, from which it will take many years for hdqusshekissnd communiti@sfully recover.

There is also theolvingeopolitical crisilowinghe Russiamilitarynvasion of Ukraimeeating
economijcsecurity armbnfidence impacts unparalleled in déctessemergence of a land war
in Europe for the first time in the living memory of most, Avitltrallahe feavkictthat entails.
While tle Russikraine waloes not directly impact on Austibizilyit hadroader security and
economic implicationsa globalisedorld threateimga geopolitical crisighimpact on global
economitrade androwth

ThePanel facesnumber of comptballenges determinimgoutcomer outcomestimsReview
some arising for the first time under thefanmmewbrk.he Paneleeds to be wary of the downside
risksof any increaseniinimum and awarmhimumwages on economic activity in admghiyultiply
uncertain environmeairticularlyaify increase anything other thaerited, moderate and cautious
in the face of uncertainty and risk

The unevenngsnconsisten@nd fragilitgf recovery remaipsoblematidlthough some sectors
were little affected or have bounced back stronglZ @dtiDtlésrupticarsd are doing well, others
were heavily impacted and have been slower taeewwerg burdened with debt and needing
more time to restore their balance sheets.t r al i a6s most award re
privatesector continuehteal from repeatatiousmpactthrough COVID restrictions and lockdowns
Many awanetliantafésparsrestaurantsetailers, gymsyents anaudrism operatos,i d n 6t m
itthrough COVID, but those whq faaeeongoing struggtel uncertaintgven where theacro
economy around th@ay be performing strongly on some measures.

Looking forwaittae situation remains highly fragile, due to risks of new COVID variathts emerg
possibilitiesf furtherudbreaksand thencertain impacts ofdaeflict in Ukraine.

1.1 Relevant factors

8.

In the Annual Wage Review2@Q t he Expert Panel (6t he Pe
wage and modern award wages should be increasédhg P&#el alsoted it had factored into
the increase (but separatelguantiéd the 0.5% increase in the Superannuation Guarantee (S
from 1 July 2021.

1 Annual Wage Review 2002021] FWCFB 3500 at [174] and [306].
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9. ThePanel noted in previous decisions

€ 6fairnessd in the c¢ont eninimunowages dbjectivmo d e r
includes the perspective of emplaygesnployets

10. As typically outlined in each annual wage
exerciseb6 which is i nf or macouriyndertheenodem avamls
objective in sgi8 134(1)(#h) and under the minimum wages objsectbas84(1)(a)e)3 These
factors can be largely distilled down to a consideration of whether the minimum safety net |
relevanincasideratioand applicatioh fvebroad factors:

a. the relative living standards and the needs of thé low paid;

the need to promote social inclusion through increased workforce participation;

c. the impact on businéss;
d. the performance ammnpetitiveness of the national ecéandhy;
e. providing a comprehensive range of fair minimum wages to junior employees, empl

whom training arrangements apply, and employees withéa disability.

11. Thissubmissioseeks to address these consideratienrnd how t hey shoul d
making ithe Annual Wage Review-2024nd the unique mix of circumstances and undbaainties
musidetermindecision making on this occasion.

12. Gross Domestic Product (GDP) has dhiidtuatughout the COY8Dpandemic, with marked
downturns as large parts of the country entered either government enforced |lemkidooets or se
lockdowns, followedalstrong bounce back with the reopeningesncesirictions were eased.
Howeverthese downturns and bounce backs were uneven across industrihseetoasabden
severe implicatsam the financial performance of businesses in differenbseaftasted by the
lockdowns and restrictions.

13. The most recent lockdown in NSW, Victoria and the ACT from June to October 28Rarpesultec
contraction, with GDP down th3%e Sgtember quart202] falling 0.2% below-paademic
levels. This was followed &glid rebound, WwtBPup3.4% in the December quad2t but the
variability in growth is of congérat isot cleais howusinesses and jatbsectormost impacted
by pandemic restrictiaregaringnthe highly varialohacro level recovery

14. ltis also clear that the Australian community is quite capable of simultaneous customer driven
when it feels uncertainty regardimggite and safedpd confidencas we saw with ti@&OVID
omicron variant in early 28gadinthe impaatas felt most stronglyhecustomefiacingsectoby
some of the most awaithnt smdllsinesses

15. Thisvolatilityn economic activiydvariabilitacross indugtisectorss a product dignificant
exogenous shocks to the Australian ecbaemy,a disproportionate effatiaog awaneliant
industriesn contrast to previous economic deasuamas the Global Financial Crz06809

2 Annual Wage Review R202R019] FWCFB 3500 at [10] (emphasis added).

31bid, at [12].

4 Fair Work Ass 134(1)(a), 284(1)(c).
51bid ss 134(1)(c), 284(1)(b).

61bid s 134(1)(f).

7 Ibid s134(1)(h), 284(1)(a).

81bid s 284(1)(e).

202-22 Annual Wage ReviedCCl First Submissiord ApriR02. 2



Australian
Chamber of Commerce
and Industry

todayos variability is more widespread a
Macroeconomic forechstge becontessreliable due tioe greatipcreased risks and uncertainties.

16. These ncertaintieare increasing rather than dissipating, as thepasikiblef new variants of
COVIEL9 (particularly leading into wertergpmpoundedflmoding across broad stretches of the
Australian east coastreasingeopolitical tensions in our regionthamdnflict inJkraine
Uncertainty is being added to uncertaintgowipelgenuine cautiamdmoderation in decision
making this yeawven in the face of seoraparativedyrong figures on some indicatoiiseadiihe
changes in inflation

17. Labour and skill shortages are intensifying, creating a labour paradox as labour isdiegonger r
to market forces. This is particularly acute in the accommodation and food services sectt
employmemFebruar2024s4% below pt@OVID levelyet the job vacancy aitbe sectovas
at an lsitoric high o2 3P410

18. Job mobility, albeit high, is not adding to the availability of skilled labotreliattiénalwandes
which traditionallyeia higher sharepzfritime employméaRatherABS quarterly data indicates
job mobility émosentirely dewn by futime workers. Employees are increasingly looking to char
jobs to secure higher wagasextraordingy tight labour market. Higher job turnover increases tt
number of job advertisements as businesses seek to fill vacant pBamieins\uB@preciate
that higher minimum wag@enly increase labowcostdn this environmgidindittle to increase
labour suppily these sectors

19. Despite the opening of the international bdfdect021reopening has dorery little, thus,far
to liftlabour supply. Aweetiant industries hgweviouslyelied orstrongoverseasmigration,
particularly from resident arrivglsackpackers and seasonal worReggandemic, there were
around 125,000 skertm nomesident workelsit as of the December quarter 2021 that number he
fallen below 4,000 due to the closure of internationt Hoedeasel needs to be cognisant that
many awarde | i ant i ndustri es s i.Melefgraroceasm@ mininnuimt a
wages above a reasonable threshold, does nothing to add to the pool of labour supply.

20. In the five yegpsiorto the beginning of @@VIOpandemic, the inflation raddbban significantly
below the RBA inflation targeB%f. 2Vhilbeadline Inflation rose strongly in the December quart
2021 (3.5%)nderlying inflation is still within theRBaByet bandflatioms forecast to irasse
furtherbut this igue to external factors (international fuel prices and supply chainTiisruptions
Panel should note RBA expecthisto be transitory, witiderlying inflatimnsettle around 2%2%
bythe end of 2022.

a. It would not be prudent to link minimumimagases to one or two quarterly inflation spike
when the inflatiexpectatiorsver the medium termnaoelerate

b. It would also seem odd to enshrine a permanent increase on the basis of a level of price
whichwill not persist throughout #neeperiod of 12 months until the next review.

9 ABS 202Rabour Forgsustralietaid. February 20B&ps://www.abs.gov.au/statistics/labour/emlogioresthployment/labour
forceaustraligetailed/latestlease

10 ABS 20220b Vacancigsebruar2022https://www.abs.gov.au/statistics/labourfiatrsifaieaustralia/latestlease

11 ABS 202Rabour ForgkustriaDetaitd. February 202&tps://www.abs.gov.au/statistics/labour/emalogiorerhployment/lakour
forceaustraligeniled/|latestlease

12ABS 202PRabour Fordeustralietagd. February 20B&ps://www.abs.gov.au/statistics/labour/emingorerhployment/labour
forceaustraligetailed/latestlease

202-22 Annual Wage ReviedCCl First Submissiord ApriR02. 3


https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia-detailed/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia-detailed/latest-release
https://www.abs.gov.au/statistics/labour/jobs/job-vacancies-australia/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia-detailed/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia-detailed/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia-detailed/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia-detailed/latest-release

Australian
Chamber of Commerce
and Industry

21. Rising pricese alsampacting busingssfitabilignd capacity to empMgnyndusty sectors are
experiencing significant pressaregyput castparticularly for energy, fuel, shippingiginigl &nd
materialsbutwith severelynited ability to pass on these costs to customa&rsll businesses,
this is encapsulated by the fact that they are feeling the same pain at ths getiotpstomers
and employegbere is ho magic respiferotectioagainsvolatility and uncertainty for those who
overwhelmingly pay award minimum wages.

22. Income from sales of goods and services had a significant decline of p2¥bertheter
2021. While this remains above the level at the start of the pandemic, it has been exceed
increase in labour costs during the same period.

23. Gross operating psofiere spurred by the government stimulus provided at the Weiiiening o
pandemic in 2020 (particularly JobKeetherwe since settled back to align with griostimia
from sales of goods and senviaesent quartefSompany gross operating profits rose 2.0% in th
December quarter 2921 thisimproved prafitility has not been evenly distributed across indust
sectors, withccommodation afeddservices particularly hlaitdvith a 22.9% reduction in gross
operating profits since the start of the pavteemigst stress this poaggregate profitapitdata
across the economy can tell you btitettady capacity of small shops, cafesstangrants to viably
absorb higher labour costs.

24. The Government has unwoang of the emergency fiscal policy seteéngise past yeéacluding
JobKeeper (March 2021) and the JobSeeker supplement (April 2021). The Tredunlggtin his
address on 16 March 26@2firmefiiscal policy settingsuld et ur n meal ineg k&d dma
Yet lisinessesontinue t&truggd, particularly in awestlant industri@gthouaccess tthesdiscal
supportneasuresin addition to adversity and uncertainty, the award relianthiatdosisepay
increases in thesettees are facing a difficult and ongoing transition and adjustment in 2022.

25. The legislated increase irstlperannuation Guarabte®.%6 to 10.5% will take effect from 1 July
2022. As noted previously, the imposition of the SG, wadph@ndmeasedurtheadd to costs
of doing busineasd employingarticularly for those industries inraliamnt industries that have
not fully recovered. The Panel must recognise that bysamgssksly small award reliant
businessesre baring taouchadditional or increasedt too quickly. Any increase in minimum
wages or award minimum wagsstake into accahstincrease in the, 8@8dshouldegenuinely
moderate and cautious to the circumstances at hand for those whocasgapay the

26. The Panel muse highlywary otalls from unions and other review partioipairisnum wage
outcomes thatould beetrimentah the current economic and business environrettin light
of uncertainty and gk beindetrimetal to employees and employers in award reliant industrie:
particularAny extraordinarynormoderatecrease in minimum and award minimum wages in tr
Annual Wage Review risks placing someehiwatrandustries at an increasing disadwadtage
risksadding to the harms impacting on small businesses relentlesslycissantitchbeyond
their controlver recent years

27. The Annual Wage Review is not, and cannot be, approached as a stimulatoryfaxsraignfor the
macroecongmmCallsexplicit or implitwtattempt to use Annual Wage Review process as a signal
mechanisthrougtarge realage increases will ultimately compound threlataayenexus, risking
further harm to both employeksmaployers in the futikéenotethe Panel has seen through this
rhetoric in the pamtdweurgeyouto do so again.

202-22 Annual Wage ReviedCCl First Submissiord ApriR02. 4
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28.

29.

The minimum wage is not a suitable tool for delivering higher livitgj®tapdatdsnployees.
The tax and transfer systerma femore effectireechanisio deliver sustainabf@nges when
merited

Forcing awardliant employers, most of which are small and medium sized businesses, that are
finding wifficult to cope with the increasing cost pressuresdialypay damagingiyher wages
would be neithfai; ror equitablenor consistent with the balance of sadngdgrations in these
reviews

1.2 Exceptional circumstances

30.

31.

32.

33.

34.

35.

36.

37.

The exceptional circumstances that existed in 2020 and 2021 reviews, as a result of the
pandemic, remain in play in 2022. In fact, given the disruption and hardship caus@dltzy the C(
and subsequebtnicron outbreaks, it could be argudtkthiiiation many businesses face and the
outlook in 2022 is worse than when the Panel made its 2021 decision.

The Panel was tatimatelgptimistic in its 2021 decision identifying that:

The present circumstances are very diifenetite situatior2020)There is broad consensus
in submissions before us that the current performance of the economy has exceeded exp
and the economic recovery was well underway.

Respectfully, in 2024 Panel overlooked the high level of uncertaintyrireu@®N 1D outbreaks
and its potential to further damage the economy, particularly the imjpelchonrzdvestdes.

While it was tr u¢he Australtaitnezonamy hae reaoVeredvto a greater gxte
and more quickly thanguatiedd Thi s refl ected the situatio

Since the Panel handed dovasidgcision on 16 June 202afurthenotable outbreaks of COVID
have impacted heavily on economic, actd/iyconfidence

The first was the COVID delta outbreak, which emerged in N&Withiduleys of the Panel
handing down its decision. NSW went into extended lockdlwmr,ifoladeed by the ACT then
Victoria in July, with the lockdown lastiegriy@tdtober in NSW and the ACT arddetieer in
Victoria. In the affected states, economic activity almost ground to standstill, with café, bars, re
most retaipersonal services such as hairdressers, as well as gyms and otheacgeitegional
forced to close. Where employees could work from home, they were encouraged to do so, lea
and most industpakcinctempty and seeing widespread business closures of cafes, small she
restaurants et€Construction sites werefalsed to close, due to the social distancing requiremen
as were schools, universities and other educational and training Wighitttiess states
representing over 50% of economic activity in Australia, the economic impact of the lockd
severe NationallyzDPfell1.9% and household consumptisdown 4.8% in September quarter
2021.

While the economy bounced back in the December quarter 2021, once the lockdowns were
recovery was shived.

The COVID omicron outbreak began to emerge in December 2021, with infection rates bal
January and February 2022. Governnadfietst@d states opted not to introduce lockdowns, enabli
most busesses to continue to operate, but a shadow lockdown emerged. Soring infection re

202-22 Annual Wage ReviedCCl First Submissiord ApriR02. 5
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38.

39.

40.

41.

the ripple effect of a large number of close contacts, forced many-setgie &b seffoe saw
many simply become reticendtttheir houses, shextd, outetc

With a large number of employee absences, many businesses found it difficult to staiff their of
some were forced to close, others to reduce services or operating hours. Mask mandates
social distancing requirements wereirigaduced, limiting activity in customer facing industri
including cafes, bars, restaurants, sports and recreation, major events and retail stores. Th
were particularly severe for these businesses in CBDs relying on passingd¢opieraffasesr
encouraged to work from home, so were not travelling to city centres. Again, economic ac
severely curtailed, par ti cul @ahetrug ecbnomic irbpacs i
of the COVID omicron outlisgakto be determinasthe first quarter 2022 National Aceoamso t
be releaseantill Junebut we do not expect particularly or consistently positive performance.

In March 2022, despite infection rates remaining high in some regibaspaveyaln the
process akturning teardssome level of normality, with the hroedeo leveconomy showing
signs of a solid recovery. Yet, this is patchy, with business in some of the hardest hit sectors
severelyscarred by the lockdeywith heavily indebted balance sheets. Customer facing ser
industries, particularly in the accommodation and food services, arts and recreation and retz
as well as tourism related businesses in the transport sector, which erpestessagdehmpacts
during the initial lockdowns in, 2826 again the hardest hit by the COVID delta and omicr
disruptionBusinesses in these sectors noticeably lag the overall economic recovery. It will <
some time for many of thegmayback debt, restore their balance sheet and return to foofitability
paying back the losses of recent.years)

Meanwhile, the outlook remains highly uncertain, with the risk of further COVID outbreaks, t
of the flooding in NSW and Queerysato be fully quantified and the long period of recovery ah
for businesses and individuals in these regions, as well as the ongdrugsi&reamdlict aitsl
impacts ote international econamy investor confidermeth actual afategeable We urge a

very cautious stance in light of clearly foreseeablg uis&srtaindy multiple fronts.

There is a clear case for exceptional circumstances for customer facing service industrie
accommodation and food services, areceeation and retail sectors, as well as tourism relate
businesses in the transport sdatould be argued that the current situation for these industries
the outlook is far worse than it was at the time the Paseéoradeirit 2021.

1.3 Clustering and Staggered Commencement Dates

42.

43.

44,

In 2020 and 2021 staggered commencement in different awards was an important tool us
Panelo mitigate the potential negative impact of increases, and to be franéretmsesvard in
circumstances in which there was a very strong basis raitath do so

ACCI will address any staggering of commencement dates as part of the position we will cor
Panel in due course. Broadly at this stage we offer the followingrniptrbductory

The research papers prepared by Professor Borlandef@OR6tlarnkd 2021 reviews identified the

economic impact of the COVID disruption on a number of broad industry sectors. The sectors
6clusteredd based:imastadvérely impattddélaggingactoserypabdverse
impacted bunot to the same degree / almost recovered; and less affected / fully recovered.

202-22 Annual Wage ReviedCCl First Submissiord ApriR02. 6
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45.

46.

47.

48.

49.

6clustersd are then used to determine the
and award minimum wages.

Given the severe economic impactrmonghadversely impacted / lagging recovery industry sect
of the two major COVID outbreaks since the 2021 Annual Wage Review, ACCI questions
research was not carried out again in 2022. It would have been very useful to have this in
updated in 2022or the Panel and review participants

Businesses with employees on modern awards in the 2021 upper cluster (those that were [
then recovery) continue to face significant hardship due to the disruption caused by the COVIL
omicron outbreaks. These include specific modern awards in the transport, accommodation
and arts and recreation sedtthirnatelythings have ngotanybetter

For the transport sector, despite the reopening of international borders in March 2022, it will
time for businesses in the aviation and tourism sectors to return to full capacity and even longe
busnesses to recover debt, restore their balance sheets and return to profitability.

Both the accommodation and food services and the arts and recreation sectors were the har
both the COVID delta lockdown and the ripple effect of the COVIiesengzciors continue to
face setbacks and are yet to recover fully from the COVID disruption over the past two year:
gross value added (GVA) and employment in these sectors remainingClaNoD les/preThe
sectors are also at greatisst of further disruption from any future COVID oAtide2kso s
understanding is that the COQ¥Ndrus continuesnatate and generate new varidits may
ultimately be the path to the end epidlemiological srigutit alsoe@mains the case thisralso
thepotentiaiskofa major deadly outbreak®new variants.

Similarly, while some-sedtors of the retail trade sector such as supermarkets and home
businesses were identified as essential services and remained open during the lo2Rdowns ir
most retail businesses wereed to @se or remaipartiallyopen with strict restrictions and
experierardconsiderable losses as a result. Retail, like hospitality, is also impacted on by the
lockdowns which are seeing Australians exercise considerable caugoneingutlymmenunity

and consumer life. The impacts were most severe for retail businesses in CBDs that rely on p
traffic.

1.4 Position / Proposed Minimum Wage Adjustment

50.

With apologies to the Pandlother review particip#®@I is not able to advance a recommendec
position groposedutcome at this stage oR@#2 revieprocesOur reasons follow.

a. Themassive and multipfeertainties and rikstwe argue are mateaiadidirecthcentral
to this revieveonfront our decision making just as much ashsg sagd tguidethe
approach of the Pafdlerearein late March 2022 simplynaourknowms and too many
factors suggestiagingon the side of pessimisih @wtion in the current enviroriment
crystallise single ACCI netwpdsition at this tindée consider we can better assist the Panel
by advancing a position based on further infatitietioaxt stage of the process

b. We do natonsidet would assist the Panel if ACCI was forced to err onuhdsideaotion
by identifying a position in advance of the best possible,iaf@noediss we have some
prospect of redressing prior to the next round of submissions.

202-22 Annual Wage ReviedCCl First Submissiord ApriR02. 7
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51.

52.
53.

54.

c. Also casing difficulfgr finalisingx single network position at this pthetdisersity of
circumstances and advesitygconfrontedy ACCI membeB®me are experiencing a fast
moving economy around drehrecovergthers serioaslversity and riglart of the unique
di fficulty in det erim2022 nmembeAuGoEriadtgnavigatisni t i
ofa diverse range of advenrsitych ACCI needs an opportunity to draw together into a uni
network sition.

d. ACCI also wishes to more carefully cangmteposals for staggered increases again in 2022
and to assist the Panel avitlear netwoniosition on staggering in light of what the Panel i
asked to consider in 2022.

e. Finallywe woultike to inform the position we commend to thatRdneher labour force
and expenditure dats well athe March CPI data (released 27 April 2022).

ACClintendto clarify our recommended position and commend it tagts&aasipossibled a
certainlyiththe lodgement of the second or reply submission under the tid &laRe2&Vvee
can also claribyir hope that the circumstances inimfbtcine reviewsill beundertaken will equip
ACCI to advance a position earlier indégspr our initial submission

Wedowish to put the following before the panel at this stage

The purpose of the Annual Wage Review is
of f air mPratiemhama desiradpleeckobase or basioccométhebulk of which falls

on the shoulders of the tax and transfer .sitstient)ot disputed that these are composite
expressiort$,only that the specific words within the phrase shoulddimaivigdged and
understood. A minimum safety net is not:

A

a. 6a st mul usbod
b. ameans to eradicate poveoty;
c. atool for promoting income eddality.

Submissions to the Review that advocate for increases in the national minimum wage and mo
wagesvith these objectives in mind, or implicit in the level of incresdsmutbagiawngraded in
determinative weiginid approached highly speculafNeytask of the Review m&pfay the
statutory criteffanot to entertain arguments with extraneous goals that openly seek to make
merely O6compat ¥ratheephirsue thigiftmenth os e cri t er i a,

13Fair Work Act 20891341)and 28dl) (emphasis added).

14 Annual Wage Review Z2Pj2021] FWCFB 35006t

15 Australian CouncilTaf a d e ACHU Submsssion t the 2018nnual Wage Rediew S u b AnnsakWagen i n
Review 20120, C2020/120 March 2020.

16 Annual Wage Review 218[2018] FWCFB 351(104].

"TAustrali an Co VARTUI Submdion to 2D AnnlithhWagerRediew 6 S u b ArningalsWagen i n
Review 20120 C2020/120 March 202CGh 4.1.

18Fair Work Act 209285(2).

BAustralian Council of Trade Uni2dms, Sa hombabMegeRewew nt o
202021, C2021/126 March 2023.
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2. ECONOMIC OUTLOOK

2.1 Domestic forecasts

55.

56.

S57.

58.

59.

The Australian econaumiiied following the COVID Delta lockdb\8i and Victgrgaining
momentunm the latter part of 20Ba&llowing a contraction in the September cuadsticd
economic conditions were strong in the Decembeagtizetiting ofestrictionsupported
increased household consumgEmmmomic activitycrease®.4% in the December quarter to
be upt.2% overalendar yeap2120

The emergence dietCOVIDOmicron variaimt mieDecembeis expected to leadstome
weakness in the March quarterNg@iddaRlccountsbut the Omicron outbreak has date
completely derailed the recovery from the COVID Delta lockdowns. Failing future COVID ¢
the economy is expected to builtemtiom ovehe remainder of 202dth GDRyrowth
strengthening on the back of a recoseryiges induss most affected duringQhgcron
outbreakl he Gov er n me n ted 6DPRyuiofi €% in RO, petore slaving
t03%% in 20228 andhen2%2% in 2023421

Thecontinued recovernireraleconomic activisysupporting strong employment growth and
driving the unemploymentata. Employment has reached a historic high of 13.27 million, v
theunemployment rédito 4.0% in February 202Pe lowest rate of unemployment since the
Global Financial Criss of 20D8e Budget forecasts show unemployment falling¥F#ther to
in the September quarter & a0a@ remaining below 4% out te?@825

Headline inflatiomse significantlyaio annualised rate3d% in the December quaé2t,
influenced by global pressures from oil prices and supply chairBdilgrefpi@jsctions show

the CPI reachid§a% in 20222 It isthenexpected tmoderate to 3% in 2832and 2%% in
202324.The Reserve Bank recently commentstiath@tlabour market income, increases in
household wealth, strong business investmelhiaasstionger federal and state government
budgetare likely to continue to put upward pressure on inflation in tA& near term

Thetightenintabour market is expected taggegateages growghick up. Budget forecasts
showthe Wage Price In@eé®°l) increasing from 2.3% in the year to Decemb&328®y, to
June 2P2 then3¥4% in 20223 and remaining at 3%2% in-262hd 20256

20 ABS 2022\ational Accounts, National Income, Expenditure and Product, Debépihéw@2 hbs.gov.au/statistics/economy/national
accounts/austrahisationahccountsationaincomeexpenditur@ndproduct/de2021

21The Commonwealth of AustralidBR@22t 20223: Budget Strategy and OuitBakiget Paper Nohttps:/budget.gov.au/2022
23/content/bpl/index.htm

22 ABS2022] abour Force Australizbruar@02. https://www.abs.gov.au/statistics/labour/emaingomehployment/labfarceaustréia/latest

release

23The Commonwealth of AustralidBR@22t 20223: Budget Strategy and OuitBakiget Paper Nohftps:/budget.qov.au/2022
23/content/bpl/index.htm

24 Reserve Barof Austral{@02) Statement on Monetary Pléibyuary 202
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Tablel: MajorEconomid®?arameter®

Outcome Forecasts

2020-21 2021-22 2022-23 2023-24 2024-25 2025-26
Real GDP 1.5 4 14 3z 21/2 212 2152
Employment 6.5 2 34 112 1152 1 1
Unemployment rate 51 4 3304 334 3 34 4
Consumer price index 38 41/4 3 234 234 2182
Wage price index 1.7 234 3114 3114 31/2 32
MNominal GDP 4.4 10 34 12 3 51/4 5

{a) Real GDP and Nominal GOP are percentage change on preceding year. The consumer price index,
employment, and the wage price index are through the year growth to the June quarter. The unemploy ment
rate is the rate for the June quarter.

Source: ABS Australian National Accounts: Maticnal Income, Expenditure and Product; Labour Force,

Australia; Wage Price Index, Australia; Consumer Price Index, Australia and Treasury.

SourceThe Commonwealth of AustralidB2022202223: Budget Strategy and OutlBakiget Paper No. 1.

60. Commonwealth Bank of Australiaf@@C&zsstsoliddomestic economic growth underpinned by
a large pool of excess savings, estimated at $A265 billion. A significatgsantiog s
due to government support payments (JobKe&eekédoturing 2020 and into 20&se
payments exceedbd lost wagesdsalaries over this pedad.

61. The Australian and New Zedban#(ANZ summarisésthe key themes of the RBA March
Minutes and the business liaison program, it notes that:

a. Input costs are increasing, witindsseseedingo pas®nthesecoststo customers
particularly relating to-latour input cost across many industries.

b. The RB is noyetcertainnflation is sustainably within its targetitnedtic inflation is
still lower than other courdneshe RBA is not convinad@thecurrentnflatioary
pressures asnduringr justtransitory

c. Wages growth will be gradual: expectations on wages growth over 2022 is likely to k
to the prpandemic period.

d. Wages are skewed on the upside: although the RBA has noted that it will be so
before aggregate wages growth is consisteftatiith in

62. With inflationary pressure buittiexg, are increasing expectati@nghe RBA will respond,
raising the cash rate sodhan it is currently projeciimg CBA, AN#hd National Australia
Bank (NARXpecthe RBAvillbegirtoliftthe cahratesometime betwekmeand Augug022
but thiss largely dependent on wages?tiatas is considerably earlier than the timing of mid
2024 that it has been projecting up until very recently. If the RBA does increase the cash r
than expetedit wilhave a clear and rdpngv on effect to interest rates and consumer.spendin
Whilethismay go some way to iogohflationary pressures later in, 2092l also have
implications for household budgets and disposable income thpas&duiiginipdebted with
largemortgage

63. Despite the positive signs for many economic indicateé® angdGRiwing through to 2023, it
is important to note that the underlying fundamentals of the economyHghtaavereakent
spending over the past two years, whiabidtaeth household income and savings, has no

25Economic Insights, Global Economics & Markets Research (March 2022).
26Quick Reaction Australia, ANZ Research (March 2022)
27CBA, NAB and ANZ Economic (Various) Reports (2022)
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64.

2.2

65.

66.

67.

68.

69.

contributed tangsignificant improvement in productivity. Once the Government stimulus w
through the economy, GDP giofatfecast tpuickly return to its wealQ@¥ 1D levels around
212%(20224)48 in line with its averagerthedecaddeading up to the COVID pandkrisic
important to highlight tihaiow avera@DP growthf2.6%in the decagee COVI201619

0 compared to an average of 3.3% over the proceeding 8 deaaddise toerylow
productivigrowtlover this period

Given that any increase in minimum and award minimum wages would not be supp
productivity growattross ecent year s, it would be i mpr |
grovth in the 20212 Annual Wage Review, knowingrdthictivity remains weak and a
substantial increase duo&sappear to be sustainable over the longer term.

International forecases

The Russidkraine conflict has significant economic impdicékdigend for Australidust
wheneconomic activity in most counarggetwrning tmore normalised levelstardsupply
chain challenges stemming from the pandemic appeared théeviadn Ukraine has created
a new negative supply shock for the world edobobng.  al so created a
uncertainty hich will impact the global espngiobal growth and global trade.

Prior to the conflict, the global recovery from the pandemic was expected to continue in
2023 albeit dropping back from the high ja26@intriesoundack pandemicateld stimulus

and began to withdraw accommodative monetary policy. The IMF wagdioaécabihg
growthio moderate from 5.9% in 2021, to 4.4% in 2022 and 3.8% in 2023 gdjden@ECD
growth of 4.5% in 2022 and 3.2% i#P2023.

TheOECDwas forecastingpsh economids returrio preCOVIBemploymergvelsy 2023.
Similarlythe IMF noted that labour markets were tightening in most countries, with emergin
shortages in some service professions, such as leisure ayd hospitalit

Nominal wages growts beerwithin usual ti parametersin most countries, despite
employmemhoving towargsepandemic legéP The United States was eaceptionyitha
sharp declineuremployment accompanied by buoyant n@gesagrowdh.

Inflationary pressures were expected to persist through 2022 with ongoing supply chain d
and high energy pridagithese were expected to ease by the end of 2022 as monetary p«
tightes in major economidgel price pressures modesiate demand rebalasaway from
goodsntensive consumption towards sédvices.

28 ANZBloomérg, Macrobond, IMF
29|nternational Monetary Fund 20&@2] Economic Outlook, Update January 2022.
https://www.imf.org/en/Publications/WEO/Issues/2022/&b@sdnaddtloolupdatganuar? 022

OECD 2022ECD Economic Outlook,rmieiport March 2022: Economic and Social Impacts and Policy Implications of
War in Ukrainéhttps://www.oetlithrary.org/sites/418déd/index.html?itemld=/content/publication/4&81d61b

30

3lInternational Monetary Fund 20@%] Economic Outlook, Update January 2022.
https://www.imf.org/en/Publications/WEQO/Issues/2022/&@adnaddtlookipdatganuarn2022

32|nternational Monetary Fund 20&@2] Economic Outlook, Update January 2022.
https://www.imf.org/en/Publications/WEOQO/Issues/2022/@&h@sdnoddtiockipdatganuary?022
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70. The OECD noted tstaengthenireconomic conditiaverecontributing to an acceleration and
broadening of inflation in most economies, especially in the United States, Latin Anherica, a
and Eastern Eurppat expecteaetse pressures to ease throughw®i22xceptional monetary
policy accommodation being progressively removed and emergency fiscal measures,
response to the pandemic, phased out.

71. The IMFRs forecastingapal trade to moderate in 2022 and 2023, in line with theofverall
economic growfhThis was based on the assumptisufipdy chain problenmuld ease in
2022 withthe effects of the COW@éDdemitadngand global demand for gondderang
Crosshorder services tradarticularly touriswere alsexpected to remain subdued.

Table2: Overview of the IMKForld Economic Outlo&kojections

{Parcent change, urisss r.c\'sl:‘a!'i_e.wmei

Yaal ovef Yaal

Diflerence Fom October 2021 O over 4 &
Estmake Projechom WED Prowechioes 1 Esima Prajeciors
20 2 202 23 2022 203 2 a2 223
‘World Dulput =11 EL 44 18 &5 D2 42 as 34
Advanced Economies =45 ain a8 26 =06 D4 dd 35 18
Uniled Stales -4 56 A0 28 -12 04 53 15 0
Euwra Area 54 52 kL] 25 04 05 4B 2 18
Gemany 46 27 k1] 25 )] Lik:] 18 a2 16
France =40 BT 3.5 1.8 =04 L] 50 14 1.7
ey 419 B2 38 22 =04 08 B.2 25 1.7
Spain =108 49 58 i8 06 12 45 50 25
Jeper 45 1.6 33 18 o1 04 04 i6 11
Uriled Kingdam -04 T2 a7 23 =03 o4 6.3 is 05
Cerada 52 4T 41 28 08 02 35 19 19
Oher Advanced Ecoromes 3/ =18 4.7 B 29 =a1 00 3B i4 25
Emerpgirg Market and Developing Economies =20 4] 48 a7 -3 01 40 43 48
Emerging and Developing Asia 19 T2 5.0 a8 =04 o1 3.7 54 57
China 23 a1 48 52 )] 1 35 51 0
India &' =73 ao 8.0 71 as LIE] 43 58 75
ASEANS S -34 kR 5.6 [:1i] -0z L] 35 1] 58
Emenging and Developing Eumpe -1.8 B5 a5 29 a1 00 5B 22 20
Russia =27 4.5 28 21 =a1 01 42 21 18
Lain Amesnica and e Caribbean 619 -] 24 248 06 01 a7 18 26
Bearil =119 4.7 0.3 16 =12 04 0B 15 14
Mexico 82 53 28 a7 =12 05 25 14 19
Middle Eas! and Ceriral Asia -28 4.2 43 16 oz 02 A . .
Saudi Arahis =41 29 48 28 oo L] 5.2 a3 28
Sub-Sararan Aica 1.7 4.0 a7 40 a1 01 S .
MNigenia -1.8 a0 27 27 ao 01 24 21 23
Souh Akica 64 46 18 14 03 00 1.3 26 o8
Memovanoum
Warkd Growth Based an tarked Exchange Raed =15 56 4.3 14 =05 03 42 ig 28
Eurapesn Union -59 52 4.0 28 04 05 45 15 18
Middle East and MNorh Alica =12 4.1 44 14 03 =01 ca - .
Emaning Market and Middle-ncome Ecanamies 22 1] 48 46 03 00 4.0 43 48
Low-rcome Developing Counlres o1 kS| 53 55 an 00
‘World Trade Valume (goods and services) &/ A2 a3 6.0 49 =7y D4
Advenced BEoonomies 440 a3 6.2 A6 -ar 08
Emenging Market and Developing Ecoromies 7 1.1 87 54 ar 00
Comemnedity Prices (US dallars)
Gin =27 ar.3 s T4 1ar -28 8.2 =47 -8
Maonked (average based onworld commodily impan weights) 67 X7 a1 -149 40 04 1.2 15 =16
Cordumar Prices
Advered Economees B o7 31 18 a9 16 o2 4.8 28 20
Ememing Market and Developing Ecoromies B 51 =7 ] a7 10 04 5.0 51 4.3

Mot Risal efsothe Enchangs rales Gin asSUMB B0 Emain Corstant at the lewss prsaling durng Decsmber 10, 20F1-lanuary 7, 2007 EOOROMESS. ans [sted on the Basks. of snonomis sine.
The aggregated quartely dala are seasoraly adjsied WED = Waorkd Economic Outlook.

1F Differerae based on reunded Sgeres for the oument and Ooiober 20241 WED forecasts. Countries whoss lomscasis have beon updated relathe b Ocbober 2021 WED fonecasts a0 oot i
approximabely 80 percent of world GOP measuwed al punchasing-power-parity weights.

2 Foor Wiond Outpul, the quariely estmales and projecons accourt for approdmately 50 percent of annual word owlpul @i puschas ing-powes-panty weighis. For Emenging karked and
Deeioping EConamiss, 1he quaneny ESIMales and pEections acnount ior approkimabely B0 perment Of annsal Smenging markel and Sevsoping S00nomies’ culpul al pUPCRasing-powes-panty
wrghts.

A/ Ewcludes the Group: of Sewen [Carada, France, Gemarny, Raly, Japan, Uniled Eingdom, Unied Stabes) and suro anea coonines.

A5 For India, daia and feecasis are presenied on @ fscal year basis, with FY 2021/2022 staming in Ageil 2021, For the Jaruary 2022 WED Updaie, inda’s growth projeciions ane B.7 percent in
2022 and & & percent in 2023 based on cabindar year. Tre impact of the Dmicnon vanant is capbared im the: ciolumn for 2021 in he table.

5/ indonesia, Malaysia, Phdippines, Thaland, Vieinam

&' Simple verage of growih @ies for expord and impon wolumes: (goods and sendoes)

T/ Simpie saerage of prioes of LEC Brent, Dubai Fateh, and West Tesas intermediabe cnade ol The svemge pice of of in/US dollars. 3 bamel was. SB9.07 in 2021, T asoumed pace, Based on
futures markets (a5 of anuary 10, 2022), s £77.31 in 2022 and §71.29 in 2023

B The: infation rabe for the suo anea s 3.0% in 2022 and 1.7% in 2023, for dapan is 0.7% in 2022 and 2023, and for s United Stabes 1s 5.9% in 2022 ard 2.7% in 2023, nespocively.

9 Excludes Venezusla

Sourceinternational Monetary Fund 20@%®] Economic Outlook, Update January 2022

33International Monetary Fund 20&@2] Economic Outlook, Update January 2022.
https://www.imf.org/en/Publications/WEOQO/Issues/2022/@&h@sdnoddtiockipdatganuary?022
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72.  While Russia and Ukraine play only a small role in the global economy and a small proj
global trade, they are large producers and exporters of some key corsiaaaitddskiRirse
together account for about 30% of global exports of wheat, 20% for corn, mineral fertili
natural gas, and 11% for oil. Already, the war has contributed to a surge in oil, gas and whi

73. The world is also being rudely rehahtiee time of the submission of the economic importan
of European stability tredmpacglobally afncertainties and negative confidence in the majc
economies of continental Epnoparticular on fuel, food and the movement of goods

74.  Since th outbreak of the war the OECD has moderated its forecasts, expecting global GDI
to reduce by over 1 percentage point in the first year, with the largest impacts felt in E
economie®.Russia is expected to go into a deep recession. dtressursodity prices and
financial markets is expected to push up global consumer price inflation by approxim
percentage points. These estimates are based on the assumption that the commodity anc
market shocks seen in the first two Wwéeksanflict persistiierrest of thyear.

75. Based on these OECD projectiongr@itiin OECD economies will mode@a&4on 2022
while inflation wilelto around 6%.

Chart 1Impact of the Russiaskraine conflict on global growth amithtion: OECD projections

Difference from baseline

A. Impact on GDP in first full year B. Impact on inflation in first full year
DRustia domestic demand + financial shocks @ Russia domestic demand + financial shocks
% mCommodity prices o m Commodity prices
& Total @ Total

30
.5
0
1.5
1.0
0.5

A.6 0.5
Euro area DECD United World Warld Euro area QECD United World Warld
States excluding States excluding
Russia Russia

Mote: See the Technical Appendix for full details of the shocks applied.
Source: OECD calculations using the MGEM global macreeconomic model.

Sourcelnternational Monetary Fund 20@&] Economic Outlook, Update January 2022.

76.  Thedirecimplications of the conflitkkiaineon Australiare likely to be mogedthoughar
fromtrivialRus si a and the Ukrai ne toralpades sheastrdlia | e
is likely to relatively insulateddirectshocks. There may even be some benefits to Australic
exporters from higher commodity prices.

340OECD 2022ECD Economic Outlook, Interim Report MaeboP@22ic and Social Impacts and Policy Implications of
the War in Ukrainhttps://www.oeititbrary.org/sites/4181dé&dtndex.html?itemld=/content/publication/4&81d61b
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17.

78.

However, Australiaas isolated from the global economy. We are already seeing flow on frc
conflict through higher energy costs and supply chain disruptions. These will likely deepen
the conflict continues, increasing inflationary pressures and slavwengcéeiyibhe
redistibution of goods and supply chains in international markets is also likely to affect the
demand balance in Australia, as Europe, the United States and other countries reliant on
Russia and the Ukraine, divertsitgther markets.

Above all, we dondét know what the i mpact
how it will be resolvadd this is a further basis for caution in the face of a known, but cl
potentially very pertinent unknown or risk to outlooks.

2.3 Risks

79.

80.

81.

82.

83.

84.

In Australiagdpite expectations of strong economic growth, low unemployment, and rising
growthn 20222 and 20223,a range afownsidasksweigh heavily oaor economioutlook.

The potential emergence of new, more vindeotnaresistant variard COVIR29continue
to pose majorisk to the outlooéth domestically and internationally

The Australian Technical Advisory Group on Immunisation (ATAGI) noted in their si
recommending a winter booster dose oMt Evaccines:

The potential remains for new variants of concern to appear and spread rapidly. The timing
unpredictable. It is unlikely that a-gaeaific vaccine could be developed, tested and produce
in sufficient time to countewavagiant. The severity and transmissibility of future variants will
be known until they appear. Severity could range from relatively mild disease (as with On
severity similar to or greater than the DeRa strain.

With this expert adviceimdmt would be reckless to procetb@gresumpinthat theecovery
following the reopening fteCOVID 8lta lockdowrend Omicrovariantdisruptionsvill
necessarilgontinue uninhibited. There remanasitest arréal possibility that a new variant of
COVIEL9 wilagairdisturb our economic recovery and there is no guarantee regarding the e
of existing vaccinations agaihstitning from events following its 2021 Decision, the Panel n
take aution tavoid assumptiogs/en the uncertaty around he tr aj ectory
recovery.

Therecentloods have had a devastating impact on affected camsuuthiesst Queensland
and northern NSW. More heavy rains in the past week are leaidgrmafetim already
impacted region$eldirect impact on the national ecangehyo be fully determined, but it will
be substantial, and it will take many years for businesses and households in these regiol
recover.

The Russian invasiobkraine posesnsiderabteskso globaharkets with potential flow on to
the Australian econofhis already having-spiér effects on commodity, energy and agriculture
prices and global supply chains.

35https://www.health.govewsdiataestatemerinrecommendaticosa-wintetboostedoseofcovidl vaccine
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85. The RBA Governacently commenttdtht degite the global economic recovery from the
pandemic:

€ the war in Ukraine is a major new sSoL
increased sharply due to large increases in energy prices and disruptions to supply chains
of strag demand. The prices of many commodities have increased further due to the
Ukrainé®

86. The Secretary to the Treasury, Dr Steven Kennedy PSM, told the Economics Legislation Cor
16 February 2022:

Geostrategic risks are also increasing. This is leading to shifts in global trading patterns ar
chains, as countries seek to build additional economic resilience. There is also a heighten
sudden economic disruption, as illustrate@riyewents in Eastern Europe, which may bear
down on global markets and investor cogfidence.

87. The Panealhouldear in mind theightened risk and uncertainty to the outlook outlined above.
essential the Panel err on the side of icantadng its decisiam 2022

36 https://www.rba.gov.au/metkases/20222%-05.html
37https://treasury.gov.au/speech/ostatieme iconomicegislaticnommitted
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3. ECONOMICONSIDERATIONS

3.1 Economic growth

88. Gross Domestic Product (GDP) recovered in the December quarter 2021, up 3.4%, as NSV
and the ACT came out of extended lockdowns in October 2021.

89. Overall GDP increased 4.2% R021fe calendar year, despite the COVID Delta lockdowns caus
GDP to fall 1.9% (or $9.7 billion) in the September quarter.

90. It must be noted that the National Accounts are backward looking and lag the current phe
economic cycle which is overslegidoy the COVID Omicron outbreak.

91. While the disruption from the COVID Omicron outbreak in the second half of December 2021
effect on economic activity the DecembefSgitasexpectedo have a considerable impact on
growth in early 2022

92. GDP has not been reliable or consistent across recent quarters, fluctuating widely throughout
pandemi® turning down sharply as large parts of the country entered official lockdowns
enforced lockdowns, ttoening back agaimonglasthe economy reopened.

Chart2: Gross Domestic Product, Australia
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Source ABS 5206.001 National Accounts: National Income, Expenditure and Product, December 2021.

3.2 Household consumption

93. Household consumption spending rose 6.3% the December quarter 2021 and 6.2% througf
The recovery in household consumption in tleeDgoarter was most notable across the transpo

38 ABS 5206.001 National Accounts: National Income, Expenditure and Product, (Releadsst 202ar6i22)
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services (+48.6%), hotels, cafes and restaurants (+24.3%), recreation and culture (+17.1%) .
(+7.9%3ectors

94. Yet, this was in response to a sharp downturn the previous quarter, witbrithugemaichagport
services down 44.5%, hotels, cafes and restaurants down 20.7%, recreation and culture do
and health 7.1% lower.

Chart3: Household Final Consumption Expenditure
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Source ABS 5206.001 National Accounts: National Income, Expenditure andrifped 262 Dece

95. These sectors have not done well during the COVID pandéntiarmsgoellservices (down 74%),
hotels, cafes @mestaurants20.7%), recreation and culture (+7.4%) and health (+6.4%) and c
good and service3.9%). Final Consumption Expenditure has been very volatile and increase
0.8% in the past two years. Uncertainty persists and pervadesdbatieskreliant of industries.

96. Despite theascenpositiverajectoryith the reopening of the NSW and Victorian economies in
December quarter, consumption patterns have not been reliable or consistent over the past tv
the COVID pdemic. In the September quarter 2021 household consumption spending fell 4.8¢
billion). In the December quarter 2021, household consumption was oftly38 % migivallits
preCOVIDevel, $274.6 billion in December quarter 2021 corfig@ed killion in December
20199 Victoria and NSW saw again with Qimicvinagileand at ristheir economies ame¢he
currenenvironment

97. Therefore, it should be viewethth&ecembeuartehousehold consumption growth rates do not
reflect normal or particularly strong conditions butetthnéroan the lockdowns, with-yent
demand driving stronger spending.

98. The disruptions associated with the COVID Omicatnaoethkely to temper this growth in the
March quarter 2022, with a flattening of household consumption expenditure.

39ABS 5206.001 National Accounts: National Income, Expenditure and Product, December 2021 (Released 3 March 2022)
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3.3 Business conditions

99.

100.

101.

Data continues to indicate significabtlitsanidousiness conditions across sectors, and we sugge
underneath the data, within sebtangindustries are experiencing rising costs, witbhsupply
disruptions and staff shortages.

Higher input costs, particularly fuel, shipping and freight, and raw materials, and insurance, v
ability to increase priegssqueezing profits.

TheABS Business Conditions and Sentunaets for February 2022 identified that tw8i@djve
businesses contirtoebe significantly impacted by sunghy disruptions brought about by cross
border restrictions and labour shoftdgeshe most award reliant indudtreessewith a high
proportion of businessaperienajnsupply chain disruptiavere retail (65% businessgs
accommodation and food services (48%), arts and recreations services (26%) and transport,
warehousing (13%).

Chart4: Supply Chain Disruptions
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Source’ABS 5206.001 National Accounts: National Income, Expdanditiuet abdcember 2021.

Further, 15% of businesses hadustaféilable due to COMDelated issues. Of those, large
businesses were more likely than small and medium enterprise (SME) businesses to report ¢
being unavailable (58% compared with 41% and 14%). However, it was medium sized ¢
businss that were more likely to have insufficient employee numbers compared to large a
enterprise businesses (34%, compared with 29% and 16%).

40 Australian Bureau of Statistics 2021, Business Conditions and Sentimen?, (Relraseg 282February 2022
41 Statistical Report, (Version 2), Table 7.1
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103. SME business confidence has also imprdwedibmarovementas from distributed equally. The
NAB Quarterly SME Survey for the December quarter 2021 shows that business conditions
transport, retail, and accoratitsdand food services are still relatively weak. In particular, the re
states:

Small businesses in the hospitality [sectmmmodation and food serviaes]been

some of the hardest hit throughooadad t h
an improvement in quarter four but were still in negative territory and we know that si
these same businesses will have faced further disruption from the Onxéron outbreak

104. This is an importamtcapsulatioof somef the keyoints in this submissibay awarerelianh
industriesverehardest hit by the pandetingy, are stplart way througtvery longerm recovery
from serious harthey havexperiencesbmerecenimprovemertiutarestill in negative territory,
and they facedntinuing and constant risisriptioanduncertainty.

105. Industries that had their operative dates extended beyond 1 July 20RévievihBédassion, are
still experiencing less than favourable business comgiingsincertainty and adversity.

3.4 Company Gross Value Added

106. Gross Value Added (GVA) rose 3.4% through the year to December 2021.
Chart 5Gross Value Added by Industry Sector
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42NAB Quarterly SME Survey, December quarter 2021 (Released 17 February 2022)
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107. Yet, seven of the nineteen market segstriesdexperienced a decline over this period, with tt

largest falls in accommodation and food sédvit¥g,(transport, postal and warehousing industrie
(-10.9%), administrative and support sedviE¥®s, (and arts and recread8f4y3 Again, these

are heavily award reliant industries that must directly increase labour costs following decisior
reviews.

3.5 Productivity

108.

109.

The lockdowns resulted in a large share of business capital unussstiomtrsliefluenced labour
productivity, overstating the capital deepening component. Labour productivity jumped to 1.14
20, before skiity back to 0.43% in 2ZBRPM@n a quality adjusted hours worked basis. Labol
productivity was artificially boosted by a reallocation of labour toward higher productive indust
productive industries experienced larger falls in hours mgtkedatkiowns. This contrasts with
the declining trend in labour productivity over the past business cycle, with lalgpowgmductivity
a steadily declining trend from 2.94%-P201d contraction of 0.63% iR12018

Whilamultifactor productivity (MFP) growth had been relatively stable (adbbitlanagtbjoover

the business cycle prior to the pandemic, it contracted 0:9@am2@bh8ained in negative territory
in 20120 and 202P1. This was a reflectioneof@VID lockdowns affecting the efficient use o
capital by businesses.

Chart 6Labour and Multictor Productivity

110.

)]

i

w

N

[EnY

o

1990 1992 1994 1996 1998 2000 2002 2004 2006 020 2022

=

Quality adjusted hours workedPercent

[\

— Labour productivity -=-=decade average
— Multifactor productivity -=-= decade average

Source ABS2021Estimags of Industry Multifactor Prody2®@1financial year

Five of the seventeen industries experieocgchetiom multifactor productivity over th&2020
financial year, with the largest falls in transport, postalcusing/anelistrieg.8%), arts and
recreationy.8%) administrative and support sediB@&g'{ While other industries have improved,
there is, again consistent theme, as noted again by MFP, that some, if natediyrikendvsands
are stuggling onastmetrics.

43ABS 5206.001 National Accounts: National Income, Expenditure and Product, December 2021.
44 ABS 5206.001 National Accounts: Natiorma,|Expenditure and Product, December 2021.
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Chart7. MFP Growtdhours worked basis
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111. The Productivity Commission has been ask
recommend an actionable roadmap to assist governments to makentraaiciogvigforms. The
reporis the second in a series, undertaken at 5 yeahlylmie\faist productivity reine201y7
Shifting the DiddleProductivity Commission noted that

Between now and the next of these Reports in 2022, income growth in Australia is likely to
half of historical levels. The offsettote fabtehi nd t hi sécan only b

else is capable of making a diffé¥ence

112. This prediction was prior to the global pandemic, significant labour shortages, and a world in
flux from exogenous shocks such as geopolitical, titiasihas made the prospect of achieving
higher MFP and labour productivity significantly harder.

113. ltis essentitthati n t hi s year 6s Annual Wage Revi ew
wages growth from genuine productivity improv&remtthe weakness of MFP and labour
productivity growth in recent years, with both MFP and labour productivity20di@f et i
remaining anaemic in Z%nd 20201, & undue or inflatettrease in minimum and award
minimum wages cannot be justified.

3.6 Business Competitiveness and Viability

114. Company gross operating profits (CGOP) rose 13% year on gequdterty basis there are
significant signs of weakness. CGOP continued its declining trend, rising by only 2% in the
quarter 2021. This was in line with wages growth, which increased 1.9% in the December qui

45Productivity Commission 2017, Shifting the Dial: 5 Year Productivity Review, Report No,84, Canberra
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Chart8: Company Gross Operating Profits
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SourceABS 5676.001 BusineskcatorsAustralia, December 2021.

Across the main award related industries CGOP fell in the administration and sapffrb)service:
accommodation and food servick2%), arts dmecreation services3%) and construction (
0.9%) sectors, while modest growth was observed in retail trade (+2.5%) and other services (

| tcléas across a range of economic indicators that a number of induptnesnaigtaidigling
Theemergencef newvariants oc€OVIEL9 éuch agOmicron), labour shortages, and pandemic
induced spending lockdowns are still playing out while other industries have been far less e
would not be reasondbiehe Panel to conclude or proceesl lmastt of a brehdsed recovery
when these industries have not recovered and are significantly lagging those that have recov

Assumptions of a brbaded recovery, or of sustained recovery, need to be tempered
epidemiological and geopoliticatainties, coupled with the as yet unknown impacts of the flood c
in Queensland and NSW.

Inflation

unt i | very recently, inflation was verfry |
3%. On an annualised basis, inflatiuts@e the target range for the five years from Decemk
2014 to March 2021.

However, inflation has grown rapidly in 2021. Headline inflation rose 0.8% in the September c
1.3% in the December quarter to an annualised rate of 3.0% andi&b% respec

While inflation in Australia remains well below that of other advanced economies, such as t
States, United Kingdom, European Union, inflation is now well@idtivdgweds. Several factors
are contributing to this increasing initetioding the ending of government support measures, st
as free childcare; surdirgj prices; rising materials costs in the construction of new dwellings; <
chain disruptions and higher international shipping costs putting supevana f{vescosts of
imported durable goods (particularly furniture, motor vehicles and small electrical applian
conflict in the Ukraine is contributing to further increases in fuel prices and supply chain di
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121.

122.

123.

which is expected to leddrtber growth in inflation in the first half of 2022. As we stress elsewh
this submission, unexpected and rapid increases in fuel pricing are impacting all Australi
employers and employees.

A better indicator of the pdoasumerface is underlying inflation (or trimmed mean inflation), wh
strips ouotf fubn upsruiacle ocohnaenges such as fuel ¢
September (+2.1%) and December (+ 2.6%). Underlying inflation is nosv evithin the R&a n k G
range of-3%, but the Reserve Bank is maintaining the position that it will not move on raising
rate until it is clear inflation is sustainably within the target range. It points to ongoing uncertai
the war in Ukraiand the risk of further COVID outbreaks as reason for caution, a caution we L
Panel to also apply. However, it appears this may be tested sometime this year with its own
projecting underlying inflation to increase to 3.25% by Jefioec26@#ibg down within range at
2.75% thereaftér.

In a recent speech to the Australian Financial Review Business Summit, Reserve Bank Gove
Lowe defended the RBA position, stating that he is willing to wait before lifting Initest rates.
RBAisvat chi ng the impacts of Russiab6s war in
generallyhe argued it was still unknown whether we are entering a period of ongoing inflat
temporary/transitory increase

Given the high level of uncertainty as to whether these impacts are likely to be ongoing or
ACCI strongly recommend the Panel apply the same level of caution as the RBA amigs decis
increase in minimum and award minimum wages. There is a real risk thatiaffateranasse

in minimum wages will suppress growth and hold back the economic recovery.

Chart9. Consumer Price Index
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46Reserve Bank of Austratatement on Monetary Pedibyuary 202
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4.

4.1

124.

125.

126.

127.

128.

129.

WAGES GROWTH

Introduction

While the impacts of the COVID Omicron outbreak are beginminmpteraagbat existed prior to
the outbreak are betng more intense, particularly for award reliant industries. Rising costs ass
with supplghain logistical backlogs and staff shortages, are contributing to delays in meeting ¢
consequently pushing up costs.

With the prospect of new vardui@OVHDO emerging remaining a real possibility, now is not the tii
to increase burden on business, in particular not any manifestly risky or potentially damaging
or any failure to exercise due caution in the face of the unknown.

Legislatedvagancreasewerestrongn the years preceding COVID, far more than the WPI. The Pz
should recognise these past increases in any decision and not simpigrioekest tiherease

in headline CPI as the proxy or basis for adjustingvagesiomaward minimum wages. We recall
the Panel ds repeated insistence that ther
uprating minimum wages in these paattetisat applies equally to not jumpinguwbateee likely

to beemporary spikes in fuel pricing

The Panshoulde aware that any increase in minimum wages will have implications for inflatior
will add to significant cost pressurenany of the awasliant industries, most notably, retail,
accommodation and food services, arts and recreation services, and transport, postal and wa
which are still recovering from the COVID daitécem outbreaks.

If an increase minimum and award minimum Bagdse awarded it is also essdréke into
account the 0.5% increase on 1 July 2022 of the Superannuation Guarantee (SG).

We will respond in further rounds of submissions to any such conteytibesntiaate by any
participant in this review. Any interest adMaacgqgment in support of an inflated level of increas
would need to, in addition to other burdens of proof and evidence, satisfy the Panel that sucl
would be reconcilable with the statutory parameters for minimum wage setting ukd&ctthe Fair
ACCI maintains that this is not passib22

4.2 Wages Price Index

130.

131.

Wages growth has been on a steadily decline over the past decade, reflecting deterioratil
productivity and benign inflationary expectations that have been ratathargdidey headline
inflation rates. Prior to the pandemic crisis, the wage price index had fallen from an annualis
3.0% in March 2010 to 2.2% in March 2020.

Quarterly wages growth had remained relatively steady at around 0.5%perRqadrtdhs
changed as a result of the pandemic crisis lockdowns and trading restrictionssinghythe WP
0.2% in the June quarter then by only 0.1% in the September quarter 2020 due to falling :
demand, significant job lossesdelayed discussion on to enterprise bargaining based increas
wages.
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132. On an annualised basis, the WPI fell to 1.4% in Septemiteld®02€t reading since the series
began 20 years ago. This continued in the December quarter 2020remithitiegd/dP1.4% year
onyear, despite a quarterly increase df 0.6%.

133. On a quarterly basis, the WPI rose to 0.7% (seasonally adjusted) in December quarter 20:
annualised basis, WPI has steadily trended up since June 2021 reachingti2e39&ahrough
December 20ZThis has returned the WPI to iG@v@Drend level.

Chartl0:Wage Price Index
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SourceABS 6345.01 Wage Price Index, Australia, December 2021.

134. At an industry Ie¥elvages growth was strong in many-relia@ardindustries over the year to
December 2021, including accommaohatiéood services (annualised rate of +3.5%), retail tra
(+2.6%), arts and recreation services (+2.0) and transport, postal, and warehousing (+1.8%).
part related to catchup from very slow wages growth the previous year, butialgotheestagger
wage increaseas industries in the upper cluster, including accommodation and food services
and recreation, experienced two legislated minimum and award minimum wage increases ir
calendar yearl.75% on 1 February and 2.5% on 1 November 2021.

135. Busiesses in these highly awelidnt industries are experiencing acute wages,paessatieas
labour and skills shortages, while at the same time being held back by the disruptions assoc
the COVID outbreaks, such that they are not kedthnipeip peers across a number of economic
indicators (refer to the preceding Economic Considerations chapter).

136. The Panadhouldoe mindful of the impact any increase in minimum and award minimum wag
have on these industries.

“7ABS 6345.0 Wage Phickex. 24 February 2022. See also 2020 Statistical report. p. 21
48 Annual and quarterly changes in rates of pay excluding bonuses

202-22 Annual Wage ReviedCCl First Submissiord ApriR02. 25



Australian
Chamber of Commerce
and Industry

Chartl1:Wage Price Index by Indusitiyecember 2021 (annualised/Dec quarter).
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137. The recent increase in the WPI and forecast for further growth represents market forces
they should, withgea responding to labour and skill shortages and improving economic conc
Yet, we are experiencing a-spekid economy with some sectors doing better than others.
improving outlook for the WPI does not justify for an excessive incremsennmahd award
minimum wage. Many awalrant industries are still feeling the impacts of the COVID disrupit
andare not able to cope with a substantial increase in labour costs. It must be remembere
mi ni mum and award minimum wages represer
where businesses are in a position to pay more, particghardgbow tmarket, they will.

4.3 Average Weekly Earnings

138. Fultime adult Average Weekly Ordinary Time Earnings (AWOT H)ereperaget gross (before
tax) earnings of employees. A drawback of AWOTE is that it is irdhasgeech bgbour
conposition, such that a larger proportion of workers with higher levels of education attair
working in occupations such as management or professions will result in a higher AWOTE
this reason, AWOTE tends to be more volatile than the WPI.

139. Incontrast to the 2.6% increase in the WPI, AWOTE rose 2.1% through the year to*Novemb
Similarly to the WPI, many awkadt industries exceeded the national AWOTE (2.1%) through

year. AWOTE rose strongly for accommodation and foddrseraises! rate of +5.0%) and the
arts and recreation services also rose strongly (+5.4%). Again, yet this is related to the two

9 ABS 6302.002 Average Weekly Earnings Australia, November 2020. 25 February 2022
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minimum and award minimum wage incredisesef@ctordn the past year, labour and skills
shortages and catgihfrom slower wages growth the previdds year.

Chart 12 AverageNeeklyOrdinary Time Earningsilitime alults
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SourceABSAverage Weekly Earnings, Austosdeanber 2021

Further, these increases should be viewed with caution due to the way this data is compiled. Tt
in average weekly earnings doesnb6t necess
level, or increased labour deniaadh, be monefleave ofcompositional change in the wage and
salary earner segment of the labourlfdhie.compositional change includes variations in th
proportion of ftithe, pattime, casual and junior workers, variations in occogatanegians in

the distribution of employment between industries.

At the time of the November 2021 reading of AWOTE, 55% of businesses were operating und:
working conditions and 31% of businesses reported reducing working hourg tf stédfgkeadin
compositional change in the labour market which had important implications for average weekl

The ABS notes, in November 2021 reference period, the pandemic impacts on some la
industries:
The (the last pay period endingb®iare 19 November 2021) fall after many ofthiatedlta
restrictions had been lifted and prior to the emergence of the Omicron variant. By No
employment had recovered to 1.4 per cent above March 2020, with further recovery in lo
jobs(i.e. accommodation and food services, and arts and recreatfon sectors).

Wages have been increasing not from the normal ebbs and-flows@iingllabour markets but
rather through the cycles of pandemic variants causing an unnatthvall&mionnnarket.

At the time of this first submission to the review Australia seems to continue to face rarefied
unusual circumstancaanyof whicldo not provide an appropriate foundatioighificasivage

50|bid
stABS 2021 Spotlighitcreases irvarage weekly earningsmpositional changes during the C@ypédiod.
52 ABS 6302.002 Average Weekly Earnings Australia, November 2020. 25 February 2022
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145.

increase.This is yet another factor which leads ACCI to c&hmeitthexercise considerable
caution in moderation in the facgkodwns.

The Panel should not entedgitinhising excessive minimum wage growth that does not follow
normal (ngmandemic) labour market justifications for such increases. Along with higher un
inflation, caused in large part by the effects of the ongoing pandemic, thesRameVvageuld r
increase further exacerbating cost pressures in award reliant industries. In so doing, the Pane
unwinding the shift intdifn# hours within many lower paid industries.

4.4 Award minimum wages relative to average wagesfiaidn

146.

147.

148.

149.

It is important to note that over the past five years, minimum and award minimum wages he
above both the wages of all other employees and inflation. When observed over the past-
minimum and award minimum wages have increa®eddyyompared to 10% increase in the WP
and an 9.9% increase in the CPI.

The Panel s decision to consistently prov
extended periods of time, above average wages growth and above thexoseds lisarejated
objective of maintaining real (inflation adjusted) wages of NM\\¢ kenat awgnldye®dt is well
established that ACGégInot share tiRanes reading of the&ir Work Aets compelling this
approach to increasing minamgawardvagesn real terms

Most relevantly in 20@%everthe approach taken in precedinggyessshe Panel options. We
urge the Panel to be mindful that-eaand employees do not approach higher prices in 20:
following an extended peridldtofvages. They are instead approaching higher price volatility
wages that have been artificially inflated in excess of inflation across two decades.

Whilst the Panel may have adopted a general stance or inclination towards awardiagesal wage
in ordinary years, this is far from an ordinary yeaarelTtes consistently emphasised that it does
not have a mechanistic or formulaic approach, and that it adjusts to Ciltosestajecstsnents

in 2023houldnclude aecognition that minimum and award waged employees approach higher
based on wages that have inflated in real value over time. The balance of considerations ma
decision that sadhort oattempting twha® thetransitoryolatility in prices in the genuinely unique
circumstances of early 2022.

532021] FWCFB 3500 &a7][13
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Chart B: Comparison of Consunemd Wage Price IndexasadAward Minimum Wage Increases
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4.5 Wages Growth

150.

151.

152.

153.

154.

155.

Wages growth is one atdian the broader macroeconomic environment, relevant to the consider
in s 284 of the Fair Work Act.

The RBAmaintains its foreca$the unemployment ratng 3.75% by December 2021
remaining at that lebhebugh tdune 2024. Even then, it is not clear that the labour market will
tightened sufficiently to produce a stramg ipieiggregate or macro wages growth.

The RBA notes:

Growth in wages has increased a little, but so far only to the slowaatestisegrapdgemic.
Most employers in the Bankdds | iaison pro
2 to 3 per cent range this3fear

This fits with the wider theme of uncertainty which ACCI argues favours genuine moderation &
in 2022.

The RBA is forecasting-gadrgrowth in the WPI of 2.5% by end of 2022 and is expecting it to inc
to 3.25% over next few years.

Similarly, in the Midar Economic and Fiscal Outlook, Treasury forecast is for wage growth to b
through the year to the June quarter of 2022 and 2%4% through the year to the June quarte

ssReserve Bank of Australia 2022 Statement on Monetary Pgli29ZE&bruar
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156.

157.

158.

159.

Beyond the detailed forecast, wage growth is forecast to remain moderate, reaching 3%% tt
year to the June quarter of 2025.

The RBA also noted:tha

As the unemployment rate declines, average earnings are forecast to increase at a faster |
the WPI the result of an increase in bonus payments, a larger share of hours being wor
overtime rates, and a-pgekn job turnover as workemnare willing to move jobs for higher pay.

Increases in the superannuation guarantee rate over coming years are also estimated to

average earnings growth relative to th& WP

Some argue the Panel shoulthasedecisiogsito raise minimwaages for the lower paid, to drive
wages growth more broadly. This is a false cdmssatiban 1.7% of the workforce (or less than
225,000 employees) receive the minimum wage 2¥#tdodmihe 2vorkforce3 arillion employees)
receive award minimum wages. Therefore, any increase in minimum and award minimum \
have only minoiinfluence (at best) in contributing to overall wages growth. At worst, it will dis
labour market, making it more difficult for lower skilled workers that rely on minimum and awar
wages as an entry point, to enter the labour market.

The Rnel should refrain from any extraordinary or inflated increase in minimum and award
wages, in 2022 in particular. Any wage increase should be more aligned to the growth in the
average earnings growth as WPI wage growths that areatdee@pphimum wages and award
minimum wages.

Further, any increases in minimum and award minimum wages should be discounted by
increase in the 2022 SG, with clear productivity improvements outlined, to ensure that rea
adjusted) wag, on average, are maintained.

4.6 How Australia can sustainably increase wages growth, even in crises

160.

161.

162.

AsACCI bs repeatedly stressed in thesesyradtarnly is it not the job oPmstoseek toeverse

or shifaggregate wage grotnendsb u t no lonigér possible given the level of award and minimt
wage employmemtheonly consequence of attegaiido so woudd to furthéarmawarereliant
employeremployeeand industries

That saidACCl would like to point to what is the only possible or &ditdioableo n  wa.g e s
We have to revema sclerotroductivity performaase nation and drive higher wage increases
in the tried and tested manner, through increasing productivity, as reward for doing things |
growing olnusinesses aegonomgs a whole

As the world recovers frpandensi andwar,and as gotential new global oraleda new
globalisation shakes, dttasrarelybeen more important in our hisiayroductivity drieer
economgnd drive waggeowthThis is the pathway to healthy irgftgiodwage mssures, that
extendobs particuldy to our youngeople, anfibrincreasgour living standards in a sustainable
mannerProductivity must be the tool we use to stake out our place in a changed and changi
and seize the opportunitieg#ugiolitical disruption vediterfor Australia

ssAustralian Government 2020y &éidFiscal and Economic OutlooR2@R&viewed, 15 March 2022)
56 Reserve Bank of Australia 2022 Statement on Monetary Policy February 2022 (Reviewed, 15 March 2022)
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163. The Panel and its precursorsduesgstentiyade clear that they administer minimuuopreigg
functions under trerWork Acaind its precursonsthin a statutory lanenandatecesponsibility.
It isnot the job of the minimum wage setter to counteract or correct for the operation of other p
legislatigror to correct the errors or omissions of therRarltares, transfers. etc

164. That said, in the spirit of ¢ omi moggoihgdorgeta r
anywhere near the productivity performance we need without enterprise bargaintaiveing abl
onthe raditis designed to play undeFair&VorkAct

165. Whildargaininig not the sadeterminaofproductivity under our complex ecaneas/designed
to be the beatihgart gbroductivity growth for most Australian working/plesplee start to take
practical measures to get enterprise bargainitigaglf theneynd back onto its feseich as those
notpassedinthReai r Wor k Amendment (Saving Austral
we will not see a retiorfonger term trend levels of wage growth.
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5.

SUPERANNUATION GUARANTEE

5.1 Progressive Superannuation increases

166.

167.

168.

169.

170.

171.

172.

173.

ACCI notethatthe legislated increase in the Superannuation Guarantee (SG) from 10% to 10.
take effect from 1 July 2022.

Under thiegislation the SG will increase progressively by 0.5% each year from 9.5% on 1 July
12% by 1 July 2025, as shown in the table below:

super Suarantee rate (p.a')

1 July 2021 to 30 June 2022 10.00%
1 July 2022 to 30 June 2023 10.50%
1 July 2023 to 30 June 2024 11.00%
1 July 2024 to 30 June 2025 11.50%

1 July 2025 to 30 June 2026 and onwards 12.00%

Prior to 1 July 2021, the last SG increase was 1 July 2014 (from 9.25% to 9.50%) and before
2013 (bm 9.00% to 9.25%).

The SG is calcul ated as sandipaing tha eathangreaseoirf thea
SG effectively provides employees with a 0.5% wage incraased@iredd benefit) each year
over the next four years.

The Sperannuation Guarantee increase will flow through tectasieurassing the cost of doing
business arfdrthefuellingnflationary pressure.

The RBA (2022) notes that:

Information from the Bank's business liaison program had suggestedehatri@assmgly
prepared to pass these higher costs onto their éustomers

Overall, this results in a-geno gain for award reliant employees, with the cost of higher wages p:
on to the consumer through higher prices, such théatismgffsets any increase in wages.

The 1 July 2022 SG increase,scamnaetime dhe multiplesks and uncertainteglined in this
submissionMany awardliant industries are already under pressures from acute skilled la
shortage€COVIBDmicron, and, on the east coast of Australia, the flood crisis.

57 Reserve Bank of Aust(ali®2) Minutes of the Monetary Policy Meeting of the Reserve BdaicERa3l (
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5.2 Superannuation for lewcome earners

174.

175.

176.

177.

There is a double change in superannuation, and a double impact on some award rEtiant emp!
Treasury Laws Amendmenhgicing Superannuation Outcomes For Australians and Hely
Australian Businesses Invest) Bilw283dassed on 10 Februaryp®022

Until now, employers were not required to make SG contributions if an employee earns less
in a calendar moPtRrom 1 July 2022, the $450 threshold will be removed. The burden on emy
will further increase as they make SG contributions regardless of how much the employee ea

The Australian Government estimates that these changes will imp@@foatolmeacome
employees mostly within award reliant industries.

Of all the upcoming super changes, this will have the most significamnipmpaaaste, assthe
labour on cost of garte an casual employees with an incombd&ds0 penonttihreshold will
increase by 10.5% in line with the Superannuation Guarantee.

5.3 Establishing guantifiable reduction

178.

179.

180.

181.

ACCI notes that in previous decisions, the FWC has taken increases in the SG into acc
reductions in the overaléase in the minimum wage decision, but has stopped short on providir
guantifiable figure to the extent minimum wages were factored into the increase:

In the 20222 decision, the FWC notes:

Consistent with the position taken in pasteeigions, the Panel has taken the 0.5 percentage
increase in the Superannuation Guarantee rate into account in determining the level of in
the minimum wagesé, but has not applied
increasé!

The Panel applied similar reasorangchanges in SGA superannuattbe 20132 and 2018
Review decisions. The Panel, for exampl e,
mi ni mum w&4pasediomticer2@laeaces irothe SG.

The Panel, at the time, under the still operative legislative parameters concluded:

The SG rate increase to apply from 1 July 2013 is a moderating factor in considering the ac
that should be made to minimum wages. As laogghulit, would not be appropriate to quantify
its effect, the increase in modern award minimum wages and the NMW we have awarde
Review is lower than it otherwise would have been in the absence of the S& rate increase

58 Australian Government (2022), Parliament of Australia.

59 Australian Taxation Office

60 Australian Government (2021);220R0idget Measures, Budget Paper No.2, 11 May, p26
61[2021] FWCFB 3500, from [56]

62[2013] FWCFB 4000, from [333]

63[2014] FWCFB 3500, from [273]

64[2013] FWCFB 4000, [359]

65[2013] FWCFB 4000, [360]
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182. Any increase inmodermminm wages i n t hi s shoaldagdéinbe ddié¢sated R

183.

or factored downwards b @eate increasewould be very usefigre th@aneWwillingtoquantify
the increasand its adjustmerfithe increader the risetheSGi n t hi s year 6s D

ACCI emphasssthat the progressive increases in the SG rate each year to 1 July 2025 are ad
imposts to enogkrs in a very difficult economic envirdimmoyensillbeforced to apply a wage
increase from 1 July 2022 even were the Panel to deelndeany increase in the actual minimum
wage ratedhis needs to be materaly genuinefgken into account, and ideallyshmriel be
morespecificitand communication on how this is taken into accbomt smperannuation
moderates whatwarded.
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184.

185.

186.

187.

188.

LABOUR MARKET CONSIDERATIONS

The labour market, impacts on employment, unemployment, peatiicipagoemajor
considerations for setti@gonal minimum and award minimum wages in these reviews.

The Panel is directed to consider impacts on employment and the labour market by the
considerations in the Fair Work Act 2009, including:

a. The need to promot ei afle cionncolmisci opnrdo,s pse.r3i.t
b. The Modern Awards Objective, s.134(1)(c) and (h).
c.  The Minimum Wage Objective, s.284(1)(a) and (b).

The importance of considering impacts on jobs when varying minimum wages directly infc
drafting of the relevant provisidmes Bir Work Act 2009.

This consideration also arises from Austr
the Fair Work Act 2009 and the provisions:s
Minimum Wage Fixing Quinve, 1970 (No. ¥819ets out the considerations (elements) that shoul
be taken into account in setting and varying minimum wages, which clearly includes the imp
jobs:

Article 3

The elements to be taken into consideration in determining the level of minimum
shall, so far as possible and appropriate in relation to national practice and con
include

(a) the needs of workers and their families, taking into account the general level of \
the country, the cost of living, social security dedefitsyelative living standards of
other social groups;

(b) economic factors, including the requirements of economic development, le
productivity and the desirability of attaining and maintaining a high level of employr

The Panel looks closely at labour market considerations in these reviews, including employ
hours worked, unemployment and underemployment, participation, and labour market transit

6.1 Employment

189.

The Australian labour market continues toestrategite significant setbaslisuncertainties
since the 2021 Annual Wage Review decision. However, tioeneranaealisticalljoreseeable
factors that could setback or unravel a strengthening domestic labour market. These setback

| New variants of Cel&d border closures, séat®rced lockdowns or high infection rates
leading to shadow lockdowns,

i rising input costs,
1 supplychain logistical backlogs,

6 Ratified by Aualia, 15 June 1973
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i skilled labour shortages,
1  floods,
1 increasing geopolitical tensionsufahyiche conflict in Europe, and tensions with Chine

190. ABS Labour Force data shows employment numbers ros€Cabde lpvels, with close to 13.4

million people employed in February 2022. However, we need to approach these numt
substantial adon. Overall 202,000 jobs have been created since June 2021. However, there we
falls in employment in August 281900) and September 202%,000) and Octob&0,(400).
These were offset by g} reboun(872,500) follogithe reopening from the COVID delta
lockdowns in November 2021, and more modest growth in subsequent months (70,900 in L
28,300 in January 2022 and 77,400 in February).

Chart #: Employed People
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Source: ABS 6202.001 Labour Roistealia, February 2022.

At best the employment data is highly volatile and uncertain, with large movements in the er
associated with COVID outbreaks and the subsequeftiteeovairys to be seen what the volatility
arising from a landrin Europe mépe, but therensason to consider it may be significant

In many industries employment numbers and associated growth rates have been variable anc
and theres every reason to conclude this remains the case.

Both accommodation and food services and arts and recreation employment levels have not |
their pr&€OVID levels. Accommodation and food services remain down 7.8%, while arts and r
sences declined 8.0% over the period from November 2019 to November 2021.

67 ABS 6202.001 Labour Force, Australia, Febgugrgvde®ed 17 March 2022)
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Chart 5: Employment in Industry Sectors Most Impacted CO\RBstrictions
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Source: ABS 6291.004 Labour Force, Australia, Detailed, November 2021.

As noted in Yuen and Cummingy)(202ployment losses during the COVID pandemic were large
accommodation and food services (31.4%), arts and recreation services (35.9%), as these se
significantly impacted by restrictions on business operations. These sectorsstdrafiridedealmo
total jobs lost between March and M&j R020er, of thosdo lost jobs the arts and recreation
sector almost four in ten left the workforce in this period, while in accommodation and food se
in three left thenkfmrce. This was three times larger than the average fof<%ll sectors.

Yuen and Cummingdés analysis also shows t he
and same occupation, with 52% of workers, that lost theingib welturma different occupation
and 55% returning to work in a different iAdustry.

The Panel should take into actatthie most awardliant industries are also those with the slowes
recovery in employment. Any deaystbe Panel to raise minimum and award minimum wages
weigh further on the recovempioyment potentiallgdd to uncertainty. As noted previously, the
accommodation and food services, and the arts and recreation services, relastrees) bther ind

not returned to normal with declir8é ahd8%, respectively, over the period-&brmarf20D
toFebruary 2022

6.2 FulHime and Patime Employment

197.

Fulitime employment in February 2022 was 9.23 million, up 361,400 simucg ti¢liz=goVID
crisis in March 2020. In comparisctimeagimployment is essentially remained unchanged at 4
million. Overall, the fiare share of total employment has dropped 0.8 points to 31% since
beginning of the COVID pandemic ir2B20ch

68Yuen K. and Cumming P. 2021 Labour market transitions of workers-toriRrgiC@ioCommission Research Report 2/2021

8 bid
lbid

202-22
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Chart 6: Fulitime and pafime employment
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Source: ABS 6202.001 Labour Force, Australia, February 2022.

198. In the current tight labour market, there appears to be a stronger propensitiirte eatplery full
than paiime or casual employment.

199. In the initial stages of the recovetynéulhgged pairne employment growth. Due to uncertainty,
many busesses were only prepared to rehire workers-tmea lpasis. Some of this was casual
engagement, which was essential for giving employers flexibility in uncertain times. Howeve
periods of the recoverytilmé# employment has been stroWgeh the exception of the sharp
downturns associated with the initial and delta strain COVID loefiahevampfmnnent has been
at best static and has not returned to trend.

200. With fulime employment increasing in by 122,000 -an gamployent decreasing 44,500 in
February 2022, it is expected the momentum towaelefiytloyment will continue in 2022. The
tight labour market motivating employers totofferdudir parme employment to compete with
other industries.

6.3 Casual Emplyment

201. While there has been much discussion of an increase in casual scqatigdeastiélisation
[sid), the data does not support this\dewr the past five yearstpag permanent employment
vs parime casual employment has had similar magnitude in employment numbers, but compc
parttime casual employment has declined in real terms -tdgeartanent employment has
mantained its steady upward trend over the COVID crisis period.

1Permanent pdithe employees are defined from the ABSetapdogises with paid leave entitlenvbeteas saal
employees aeenployees without paid leave entitlements

72There is a small share of casdahiikmployees (11% cfifid employees), compared to around hatfroépart
employees. Overall, the majority (two thirds) of casual emplqyeged patme.
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202. We would add our understanding that this wag@ewanaonsideration for these revesws,
that essentially tRaneimust remain agnoststo the particular forms of employraeniai or
may not be credin Australian workplaces.

Chart Z. Partime employmer@Permanent and Casual
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Source: ABS 6291.080Q07b Employed persons by Industry division Labour Force (Detailed) November 2021.

203. The portion of those ijrag ppnanentongoingmployment increased from 48% in February 202
to 50% in November 2021, whildéinpartasual employment fell from 52% to less than 50¢
respectively. This is largely due to the COVID crisis, as businesses were prompted to inc
permanent labour force to retain their employees. It is expected this trend will continue ove
term.

204. This relative decline in casual employment over the COVID crisis, also reflects:

a. The industries most impacted by COVID downturn, closures and uncertainty being th
strong traditional reliance on casual employment, such as accommodation and food ser
arts and recreation services.

b.  The nature of casual employment ahe it adjustment to the cycle nature of demand.

205. Despite employment returning tc@OMD level, casual employment remains well below trend le
leading into the crisis and appears set to remain below trend over the 2022.

6.4 Unemployment and Undemayment

206. With the rebound in employment, there has been a notable improvement in the unemploymen
peaking at 7.5% in June 2020, unemployment has fallen to 4.0% in February 2022.

207. While the steep decline in the unemployment rate is exeegdiogtalhs, it is driven by a
confluence of economic factors that are causing large swings around normal equilibrium conc
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208. The economic stimulus provided to support the economy through the COVID crisis has bee
around job creation and taiaing the connection between employers and their employees. Thi
ensured that following major COVID outbreaks, when cities go into lockdown and businesses
to close, business are well positioned to reengage their employees ang.reopen quickl

209. In addition, international border closures have contributed to skill and labour shortages, reduci
of skilled migrants, backpackers and seasonal workers.

Chart 8: Unemployment
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Source: ABS 6202.001 Labour Force, Abstraliary 2022.

210. Similarly, after peaking at 13.8% in April 2020 at the depth of the COVID crisis, underemplo
steadily declined to belowC@¥ID levels, falling to 6.6% in December 2021 and again in Febl
2022.

Chart 9: Underemployment
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211.

Souce: ABS 6202.023 Labour Force, Australia, February 2022.

Overall, the underutilisation rate of 10.6% (4.0% unemployed plus 6.6% underemployed
absolutelfand unacceptabiyyh and represents considerable potential slack in the labour ma
notng that for some cohorts such as young people the underutilisation rate would be considera

6.5 Labour market transitions

212.

213.

214.

215.

216.

217.

As ACCI has emphasised in previous submissions, in determining any increase in minimum \
Panelshouldconsider ghimportant role of the minimum wage as a-stepeing higher paid
employment, enabling young and inexperienced workers to access the workforce and
experience necessary to build a career.

Analysis by Wilkins and Zilio 2020 obkemgaglawarereliant employeentified that 39.1%
move to higher paid employment within one year, 56.8% move after 2 years and almost 80% h
after 5 years.

ACCI reiterates the paiatle in previous submissions that the minimum wage should be set at ¢
that encourages business to employ more workers and maximises the opportunity for new \
enter the workforce, and then progress, often to more highly paid work.

It is nothe role of the minimum wage to provide a welfare safety net, nor a safety net inflating
to a very small proportion of the workforce that are unable to transition from the minimum wag
paid work. These people are best supportednbgastbethrough the welfare system and/or throug
the education and training system (transfer support which is considerable in Australia).

We again encourage the Panel to reviewsitaridimgy position on the role of the minimum wage |
maintaining onkeancing the living standards of the low paid, taking into consideration that:

a. Successful labour market transitions, into work and from lower paying employment t
paying employment, are critically important for living standards and iodivgkial life
trajectories.

b. The uprating of minimum wages in these reviews should not have effect of makin
transitions more difficult or discouraging emplogéesifrdnigher paying work.

We make this submission in the corsigxifafant additional concerns on the labour market scarr
effects of the COVID induced pandemic, particularly for our young people and the young un
This is an ongoing or lagging challenge, which remains acute for cohorts of conaath even
recovery and reversal of declines areyealiged d i t wi | | be with.us
There is substantial concern for young people unemployed and those in early careers, to er
can enter work and proceed in wadrkioanot become the 4engp victims of pandemic induced
recession.

73Wilkins R. and Zillio F. (2628yalence and Persistence ePamhAwarReliant EmploymeEair Work Commission Research Report 1/2020,
February. p.35
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6.6 Employment Effects

218. The Panel, and the preceding minimum wage setting bodies, have for many years consi
relationship between minimum wage increases and employmenarddisfisane research
interest, albeit that there is some debate on the relevance of international experiences and c
to Australiabés idiosyncratic minimum wage
wage rates and minimum wages aoumh of the wages distribution in any industry, not the sin
rate applicable in many other developed countries).

219. Over a series of submissions ACCI has indicated to the Panel that:

a. The circumstances of the small businesses that overwhelmimglyrpesageinates must
be taken into account in considering proposals to increase wages by significant amoun

b. Small, awaréliant businesses that run on lean margins and are unable to pass on si:
increases to consumers, may need to cut costy bgdeithey headcount and hours,
substituting capital for labour or substituting proprietor labour for employment in the
businesses. It is very possible thateshoigains in the earnings of those who remain i
employment come at the expetisasefwho are negatively impaatbdroader economic
and humaconsequences.

c. Many awasnetliant businesses operate in a highly competitive environment and are un:
passon increaseambsts

d. Increasing wages excessively risks discouragirgniraedtemtrepreneurship

e. Wage increases that are not supported by higher productivity or higher prices for consu
far more likely to cost jobs.

f.  To the extent that international research demonstrates negative employment impacts c
minimum \g&s overseas and their uprating, these impacts may be compounded in Austr:
to our higher statutory minimum wages.
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1.

7.1

220.

221.

222.

223.

224.

225.

226.

LIVING STANDARDS / NEEDS OF THE LOW PAI

Introduction

ACCI maintains that minimum wage fixation alone is not an effective way of addressing the
lower income households. The tax and transfer system is better targeted to address tf
circumstances of lower income households and is a supgd@rmedaé necessary support, as is
recognised by our transfers system.

As we have argued for some years, it cannot be assumed that lower paid employees necess:
in lower income households. Previous research for the Annual Wage Revibathas show

a. Minimum wage earners are found throughout the distribution of household income and
were not the primary earner in the household, with a large share of minimum wages
dependent students (17%);dapandent children living with gheents (17%) or were
secondary earners in couple household% (21%).

b. A large proportion of minimum wage earners ik (Far2%) or casually (79%6%).

c.  While there is a higher proportion of minimum wage earnersraomdgplaseholds (44%
in the bottom 3 deciles), when compared with the wider population, lower income gre
dominated by the unemployed and those outside the I&bohisftinois the effectiveness
of wage setting in the context of the needsiop#i@, land renders the Decision of the Exper!
Panel a very poor mechanism to attempt to address the needs of the lower paid.

Neverthelessthe minimum wages objective retpusesonsideratitae taken into account in
conducting Annualg&/&Reviews.

The Panel has also clarified that the needs of the low paid and relative living standards can
sole or determining considerations under the current legislation.

The Panel is required by both the minimum wages objective andvterdnalojective to take into
account relative living standards and the needs of the low paid when setting fair and relevan
wage rates. Those matters are different, but related, concepts and must be considered, togetr
other mattersss.3, 134(1) and 284(1) of the Fair Work Act 2009, in the context of available d
research.

ACCI has consistently argued that compar.i
of work, and to those in our community not pagrticighatiabour market / not in employment.

We maintain the unemployed, small business proprietors, and welfare recipients should be i
any analysis for determining the NMW and award minimum wage rates under the Fair Work
and the relat living standards of the lower paid.

74Yuen K., Ellis G. and Nelms L.2Bagacteristics of workers earningtit@ahminimum wage rate and of the |dvaipdMbrk Commission, Research
Report 3/20, 18 Feb 2018

5 1bid

76 1bid
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227.

ACCI notes that again much of the information provided in Section 8 of the Statistical Repo
and is no longer relevarmsideringelative living standard3t course datan be brought forward
only if it is available, but paucity of up to date data in highly changeable circuradtiticealshould
compel caution.

7.2 Award reliant employees and the low paid

228.

229.

230.

231.

232.

233.

234.

In the 2021 Decision, the Panel noted that it consistently adopts, the:

threshold of two thirds of medium adinfteffdinary earnings as the benchmark we use ftc
identify Who is o6l ow paidd.

However, this appears to be completely arbitrary, and there is no clear explanation given in thi
the research referenced, or earlier Decisions why two thirds of median earnings is al
representative of thepad than any other nunibiee. fact that it was chosen for advocacy in the
United Kingdois1 ofno relevance in Austrgiieen our completely different history and practice |
regard to minimum wages

The pure fact that two thirds of median earnings reflects the campaign goal of some seeking
wage increases does not make it a valid assumption or comparator in Australia. This shot
accepted uncritically.

We notehat the threshold chosen in defining the low paid will greatly influence the findings
research, but for want of a more appropriate measure of low paid, we can engage with the
research undertaken or presenteellmasitof this proxor illustrative poifid us, it is no more than
that, an illustrative proxy tool.

Wilkins and Zilio (2020) tiwaé the definition of low paid employment does not have unanirn
consensub.

The research by Wilkins and Zilio makes a clear distinetonaward reliance anghddov
employment and the overlap between the two. It shows in 2018, while 14.2% of employees
paid and 16.2% were award reliant, only 5.8%pa&deawarckliant employeésalso shows a
marked declinelowpaid awarkliant employeeger the past decade, down from 7.5% in 2009,
decrease of 289While this suggests living standards are improving , it does not warrant f
increases in minimum and award minigesntoviurther reduce the pdolvphaid awarckliant
employees

The research also shows the characterigticgaodl award reliant employdesare more likely to

be in patime jobs (58%) and/or in casual employmeng{B&&%@re more likéo be younger
employees (29% between 20 and 25 years, and 60% between 20 and 35 years), suggestin
more likely to be less experienced workers. They are living in couples (58.5%) or de
students/nestependent children (19.9%) stilWittinipeir paredgAlmost 60% lofvpaid award

"Particularly that related to the ABS Employee Earning and Hours survey and the ABS Household Income and/gve ddtht syndatedihi@18.
In addition, data fromHbesehold, Income and Labour Dyfidth@aHurveyn Section 12 of thetiSteral Report also refers to 2018 data and is of
limited relevance in determining Financial Stress on househ2ids in 202

78[202] FWCFB 3500, p.a371

9Wilkins R. and Zillio F. (2628yalence and Persistence aPamhAwarReliant EmployntEair Work Commission Research Report 1/2020,

February.

80|bid

81|bid

82|pid

202-22 Annual Wage ReviedCCl First Submissiord ApriR02. 44



*

Australian
Chamber of Commerce
and Industry

235.

236.

reliant employess couple households are secondary earners and a high progovgoaicbf all
awarereliant employeesceive Government welfare benefits (25%) that supelenh@mer
incomé3

Lowpaid awarkliant employease most concentrated in accommodation and food service (20.
retail trade (18.4%), healthcare and social assistance (13.6%), manufacturing (10.3%) a
fisheries and forestry (5.9%) and administration drsesupp®(5.8%) relative to other wage/awarc
classifications. Also, they have a lower educational attainment and are more likely to be labot
workers and technician and trade wotkiersseems axiomatic given award classification .structure
They are more likely to be employed by small or micro businesses, and to have been with th
employers and in their current occupation for a shorter pefsugbjdiimg the role of minimum
wages being transitional or springboardsrtcateghe

In determining this Review, it is important the Expert Panel realise changes to award and minin
will have only a very limited impact on household disposable income and poverty levels in Au
far more effective to improvattlaisn of households with low disposable income through:

a. the tax and transfer sysimmal

b. balanced decisions which support job creation, with jobs clearly the best measures to ct
poverty.

7.3 Household Disposable Income

237.

238.

2309.

240.

241.

Equivalised household diggesacome is used in analysis of the living standards of minimum \
employees. This observes both labour market earnings and income from other sources, as
net impact of the taxes and transfers, by household type.

ACCI supportainimum wages being set at levels thateemabileer to maintain a reasonable

standard of |iving and not be in a positi.
a single minimum wage, but a range of minimum wages acrties margletofvage distribution in
award reliant industries. However, we do

income of all employees is an appropriate measure of what is needed to maintain a reasonabl
of living in Awmalia. This claim or assumption cannot be sustained without further evidence an
need to be tested against other data sources or approaches without appearing to be unbalatr
60% figure is at best an arbitrary measure employed forcolnstraignee, to facilitate analysis.
We understand the Panel to have found as such across recent reviews.

That said, the following examines household income in Australia relative to the data preser
202122 Statistical Report usingthigaryillustrativ@overty lirge

Over the year to July 2021, all minimum wage reliant household types, received an increase
disposable income of 1.7% orédtuakarner couple received 2.3% while a single adult receiv
2.2%. Thexeeption were households with one or more children that received in a range fror
1.9%.

All household types retained a greater share of their increase in the minimum wage than ir
years. A single parent workingrparfl child) and a single parent worktimgepé2tchildren) both

83]bid
84 Statistical Reporinnual Wage ReviewlZZ2 Table 8.4
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242.

243.

244,

245.

246.

retaning 100% of the increase in the minimum wage. The medium national minimum wage ret
83.5965

Dualearner couples with children retained a lower share at 61.1%, up slightly from last y
significantly more than the minimum wage retajna®(E#Similarly, households reliant on the
JobSeeker supplement retained a lower share of their minimum wage increase (highest 32..
earning couple 2 children) relative to last year, but this was considerably better than the less t
retained in 20%9.

The lower retention of the national minimum wage increase for dual earner couples with ch
households reliant on ibbSeeker supplement, is related to the structure of the tax and tra
system. It is rappropriate to use the minimum and award minimum wages to offset changes ir
and transfer system, nor can a basis for this be found in the Fair Work Act. ACCI understan
panel and each of its antecedents setting minimum wages haveao@aeradt tax and transfer
settings.

The disposable income as a proportion of minimum wage income (as a ratio of 60% of the
incomed the arbitrary poverty line on a hypothetical hpuseh@dd above | ast
household typdsut has shown a moderate increase over previgius years.

The March 202 Budget included a nutebgrarimneasures the202223 finacial yedo ease
cost of living pressuyaticularly flomvincome householdibese include:

a. Aoneoff cost of living tax offset of $420 for tFg220@ame yeaaisinghelow to middle
income tax offset (LMIfQ02222t0$1,500 for individuals and $3,000 for couples
b. Atemporargalving of the fuetisg reducing it 2.1 cents per litre

c. Anincreas@é thechildcare subsidy foriltmomdamikes bringing forward the 30% uphié in
childcarsubsidy for parents withipleilthildreto 95%f childcare costs.

The contribution of these measures in reducing cost prassveasiatictthousehold disposable
income of lenvcome houseti®should be taken into consideration by the Padediberiations for
the 2@1-22 Deision.

7.4 Income and wealth inequality

247.

248.

In the 20819 Decisigothe Panel concludetedahat:

it is unlikely that any moderate adjustment of the NMW or modern award minimum wage
from this Review would have any discernible effect upon wealth inequality.

In the 202P1 Decision, the Panel noted that:

€ while the relatiliging standards of NMW and aeleandt employees have improved over
recent years, some low paid aeleadt employee households have disposable incomes less tt
the 60 per cent of median income povétty line.

85 Statistical Reporinnual Wage Reviewl2Zf2 Table 8.5
86 Statistical Reporinnual Wage ReviewlZZ2 Table 8.5
87Statistical Repornnual Wage Review 22, Table 8.5
88 Statistical Repornnual Wage ReviewlZZ2 Table 8.6
89[2019] FWCFB 3501 at [263].

90121 FWCFB 38at [L39.
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The Panel continued :

The size and coosjtion of households mean that these relative poverty lines differ bety
household types. As the Panel has previously observed, these differences mean that it is nc
for minimum wages alone to ensure that all of the family types witivagmia@mployee
working full time have incomes that exceed relative poverty levels. Differences arise due
families receiving support from the welfare system. Further, the margin between the 60
median income relative poverty line anduhakseduiousehold disposable income represents,
at best, a broad indicator of the extent to which the needs of the loW#paid are met

249.Cl early benchmarking or even referring to
of 60% of medismromeoverty linis far too broad, repecific, and ineffective for meeting some of
thelowpai d award reliant employee househol ds.
their Statistical Refpgkhnual Wage Review 2020and final Decisiokgain, this cannot be an
explicit or implicit target, the 60% can be no more than an analytical tool.

250. The research provided by Wilkins and Zilio discussed in section 6.1 supports the conclusiol
trend in income growth of households at thefibigochstribution is increasing, with the share o
lowpaid award reliant employret®e workforce continuing to decline and the overall living stand
of workers progressively improving.

251. This should not however be taken as a suggestion thbestioellBaniate its increase in this review
to maintain this increase in income growth. There is no established basis to conclude that th
was driven by minimum wage increases, nor the extent to which this may be the case, or wou
be asole determinant of awarding an increase.

252. Previous Decisions have recognised and given weight to the conclusions of research by the F
Commission (2018) on inequality in Australia, whikch found:

a. Economic growth over almost three decadds pre COVID pandemic has delivered
significantly improved living standards for the average Australian across every income ¢

b. Australiads progressive tax and highly
inequality.

c. Economic miiby is high in Australia, with almost everyone moving across the income dist
over the course of their IAeslson (202Bferencing the Productivity Commission (ibid) note
that that fAmobil ity s mootthasbetwveehoveragag u a l
period to 2041%, almost 90% of people will spend time in at least three inc8me deciles.

d. A small group of Australians do experience entrenched economic disadvantage, thos:
jobs. While many Australians experienamieatisadvantage at some stage of their life, fol
most it is temporary.

253. Abelson (ibid), also referencing the Productivity Report (ibid), notes the contested nature of t
inequality debate:

The detail ed anal yhausebold measureb a meorde, aomsumptprny ane
weal tho. This measure accounts for diffe
when sharing living costs. Note also that the principal measures of household income

9121 FWCFB5®at [L43.
92productivity Commission (2018), Rising Inequality: A stocktake of the evidence.
93 Corak, M (2020), Intergenerational Mobility: What Do We Care About? What Should We Care About?RR@sti@ian Economic
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254.

Productivity Repod based on household disposable income after taxes and transfer. Overa

report found (p.37) that Afi ncome inequal
extent of the increase in contested, and since the global financiahdrisdi¢cheet a slight
decling®4

We urge the Panel to maintain its approach from previous reviews that wealth inequality is a |
should be assigned little weight in determining whether to increase award minimum wages, a
much, if amcrease is to be awarded.

7.5 Budget Standards and the Needs of the Low Paid

255.

256.

257.

258.

ACCI maintains that budget standards cannot in themselves be determinative of the minimul
an uprating of minimum award rates.

We note that much of the-dateused to @einine budget standards in the Statistical report is ve
dated and of particularly limited relevance in 2022 given recent utdatilimaerthintyhe
original data in the Statistical Report: Table 13.1 Budget Standards, dates backas 2013.
subsequently updated to 2016 by Saunders and Bedford u8hththel&RIwas again updated
by the FWC using the CPI to provide Budget Standards for 2021. It must be recognised that
consumption and behaviour patterns have changedldgsaidte 2013 including the compositiona
quality of those items.

We also note reference in the 2020 Decision that:

there were some errors in the calculatio
2017 Budget Standards Repoh elsigclted inancees t i mat i on of the d

was therefore difficult to draw any firm conclusion from the 2017 Budget St#hdards Report

Therefore, until the Budget Standards research has been updated and errors in earlier rese
been corrected, ACCI reconsribadPanel place little weight on Budget Standards as a basis
determining minimum and award minimum wages in this or future Annual Wage Reviews.

7.6 Poverty lines and relative living standards

2509.

260.

We note that there is no c@usean how to measure poverty, arabsiofiite poverty is not
relevant in Australigoarticularly pertaining to those in employment. In the context of tieis Revie
issue can only be thatetdtive povertytp the extettat is relevant to paidlegmpentand only

then in a proper understanding of the roles of minimum wages, taxes and transfers

As noted in the 2020 Decision:

The poverty line is essentially a measure of inequality at the lower end of the income distrib
does not measursobr ved needs or cafYfacity to meet

94 Abelson P (2021), Intergeneahtiedbeing: Baby boomers, generation X, and millennials in Australia,

Australian National University, Tax and Transfer Policy Institute Working Paper 16/2021, September.

9%5Saunders P and Bedford M (2017) New Minimum Income for HeadthgtlStarglards for-Pawd and Unemployed Australians. SPRC Report 11/17,
Social Policy Research Centre, UNSW.Sydney

96[2020] FWCFB 3500 at [371]

97[2020] FWCFB 3500 at [364]
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261.

262.

263.

264.

265.

ACCI agrees that the low paid should not live in poverty, and the minimum wage should be,
at a level thalays its role provilhga O0decent standard of I i v
employees, as those concepts are operationizggsiction.

It needs to be acknowledged that Australia has one of the very highest minimum wages in
likelythe highest when the lowest effective classification rates in key minimum wage industries
into account (e.g. redathospitality).

As noted in theZZ21 majority Decision:

é there are limitations with measures of equivalised disposable household income when a
poverty, as they are used to assess the circumstances of a selected household type, rat
indivdual circumstances. The poverty line essentially measures inequality at the lower en
income distribution and does not measure observed needs or capacity to meet these nee
is better indicated by the measures of deprivation and disstfcial str

Finally, the Panel recognised that:

édi fference in household types é. mean t
that all family types with a minimum wage employee wviankifgvellincomes that exceed
relativepoverty level8

ACCI notes that, in determining relative living standards, the difference between the Consu
Index (CPI), and those in low paid award industries (as determined by the CPI (decile) and tr
CPI (quintile)) are not tardikar over the COVID pandemic. Yuen and Rozenbes (2022) highligt
there is actually little difference between those in the bottom 10% compared to the bottom 2
paid employees. They note that:

Excluding childcare, annual growth inplaé IBRI for employee households in the bottom decile
tracks closely with thegdaigd CPI for employee households in the bottom quintile and the publi
CPI over the year to the June quartéP2021

98202] FWCFB 3500 24(
99[2020] FWCFB 3500 at [363]

100Yyen and Rozenl§g822), Experimental estimates of a Consumer Price |roiaixl femipleyee households, Research Report
1/2022
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Chart2Q CPI and CPI for lgyaid employebouseholds

Source Yuen and Rozenbes (2022), Experimental estimates of a Consumer Priegaliddemdoyee households,
Research Report 1/2022

266. The report explains very minor differences in cost of relative living standards but does not
alernative benchmark or understanding of the measurement of the issue for determining minin
wages.

267. We reiterate the point made in section 1.4 and in previous submissions that there does not ay
a clearationale for setting the relative poverty line at 60% of the median income. We consider
arbitrary and would like the Panel to explain further why it believes this to be the benchmark
threshold, or to exercise caution in usiag subhrary measure.
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