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FOREWORD

One of Australia’s most significant achievements has been its strong and
prospering economy with a growing middle class and the equal access
to opportunity by all individuals. Today, this mainstay of the nation is being
challenged and the increasing pressures on the daily lives of Australians
are mounting, as wages stagnate and the gap in income widens.

It is crucial that measures are taken

to improve the access to fair earnings
across the nation and create a workforce
that is suitable to meet the demands of
a changing, globalised, world.

This report introduces the second of
McKell’s opportunity indexes:

The McKell Institute Index for Earnings,
which maps the most advantaged and
disadvantaged electorates nationally
in terms of their access to wages. It
explains the growing inequality in
incomes across the top percentiles and
the low-income earners, and the low
mobility in income through
generations.

It delves into the factors which
affect an individual’s access

to fair wages and the inherent
opportunities available in an
electorate for social mobility.

The access to wages is a vital
component of income and the
cornerstone of a sustainable
livelihood. The inability to access
wages leads to adverse effects
on families, children and key
lifestyle indicators like affordable

Today, Australians on low or middle
incomes are finding it increasingly hard
to sustain their livelihoods and the
economic achievements of the nation’s
past are inadequate to overcome the
difficulties that are faced by the middle
class today.

This report aims to add a deeper level
of research to key policy reform and

is aimed at strengthening opportunity
for everyday Australians and increasing
social mobility across generations in
order to enable the economy to grow in
a manner that benefits all.

THE HON JOHN WATKINS ~ SAM CROSBY

housing, education, health and CHAIR,
transport. MCKELL INSTITUTE

EXECUTIVE DIRECTOR,
MCKELL INSTITUTE




THE MCKELL INSTITUTE

EXECUTIVE SUMMARY

At the heart of Australia’s society and economy is

the idea of the ‘fair go’: the notion that, if we work
hard enough, we will be able to get ahead no matter
our gender, ethnicity, or our post code. But in recent
years, the fair go has been under threat, particularly
as wage and income inequality has widened,

leaving more Australians behind.'

Access to wages in Australia has been

facing a relative decline in the past few years
which has led to growing income inequality
across the states. It is widely accepted that
the opportunity to earn wages is a key
determinant of social mobility and therefore,
the obstacles facing individuals in earning fair
wages and income is something that must

be addressed. With a growing middle class
being one of the flagship signs of a prosperous
economy, the declining middlle class with the
few at the top becoming richer and the poor
getting poorer is an alarming indicator of
Australia’s increasing inequality and a threat
to the ‘fair go’ ethos that this nation has
embraced for decades. Real wage growth is
facing stagnation and the opportunities for
earnings are gradually diminishing.

Over the past few years, across electorate
divisions, the vast disparities in access to
earnings has led to negative social outcomes
and declining economic indicators and has
had costly effects on the Australian economy.
It is said that if only 10 per cent of people

win when the economy does well, only ten
per cent of people will care if the economy
does well.?2 Rising inequality is a threat to any
economy’s growth and sustainability as stated
by key economic institutions like the IMF and
World Bank.?

In looking at income inequality in Australia

and mapping out the access to wages across
electorates, a variety of determinants can

be identified that influence the access to
earnings for individuals. These different factors
are explored in detail in this report and the
inequalities that stem from the access to

these resources will be fed into a model that
will seek to display the disparity in wages and
access to earnings across federal electorates in
Australia.

Part one of this report talks about the state
of wages and income inequality in Australia
today. It identifies common measures and
indicators of income inequality and compares
Australia with other advanced nations in the
OECD. Part two identifies the challenges
facing Australia’s access to earnings for the
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middle class, and identifies the changing
nature of the economy and workforce. It
explores the effects of technology and
automation on the nature of jobs and looks at
the indicators of poverty and financial stress
for low income households today. Part three
of the report delves deep into the variables
that have been used in the calculation of

the econometric model and uses academic
literature and empirical studies to illustrate the
correlation between these variables and an
individual’s access to earnings.

Finally, Part four displays the results of the
model with the electorates ranked from
1-150 according to their access to wages and
opportunities available to earn income.

Earnings and the opportunity to fair wages
are a crucial factor in social mobility for any
society and form the basis for economic
growth and advancement among individuals.
As the nature of our society has changed from
a primarily manufacturing and/or secondary
sector economy to a tertiary and/or service/

technology economy, the skill set required
by employers have changed accordingly. The
results obtained through this index display,
unsurprisingly, that higher skilled workers
especially those adept with technology and
computer literacy earn comparatively higher
than their peers who are less skilled in this
sector. Additionally, educational attainment
and employment history together with
employment status of parents and the
electorate in general, have a high influence
on the employability and earnings of the
individual.

All these critical findings will be explored in
this report and corroborated by the findings
of the model. It is critical that the Government,
policy makers, educational institutions and
businesses come together to increase social
mobility and provide equal opportunity for
earnings to everyday Australians.
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INTRODUCTION

This report introduces the second publication
of McKell’'s Opportunity Index Series: The McKell
Institute Index for Access to Earnings in Australia.

It will map the federal electorates that are the most advantaged
and disadvantaged in their opportunity to earn fair wages and
more broadly, income. It will explore the reasons behind these
inherent advantages and disadvantages and provide suggestions
on how these barriers to fair earnings can be overcome.

Wage growth in Australia has been slow in recent years and has
led to a weakened economy and increased income inequality. This
index will offer statistical modelling to corroborate the findings and
rank the federal electorates in order of opportunity to earn wages,
based on an econometric model. Additionally, it will seek to offer
avenues for improvement that could be taken up by local councils
and the government in order to aid in increasing the access to
wages across the nation and bridging the income inequality gap.

The OECD defines the poverty line as ‘50 per cent of median
disposable income’” which according to a report by ACOSS in
2014, was $426.30 a week for single adults in Australia and for

a couple with two children, $895.22 a week.* In Australia, this
report identifies that after housing costs were accounted for, 2.99
million people were living below the poverty line which included
731,300 children under the age of 15. This is an alarming statistic
for a developed, advanced nation and is something that must
be addressed by policy makers and local councils in their annual
budgets and community development programs for low income
households in disadvantaged electorates.

This index aims to be a tool which will aid in focusing attention on
electorates that are in desperate need of increased opportunities
and will seek to highlight electorates that have higher access

to earnings and therefore can be used as a reference for less
successful electorates.
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PART ONE:

Income inequality is widening

In recent years, the Australian labour market

has seen a steady decline in the growth of
nominal wages and thereby real wages (wages
accounted for inflation), and this has led to
lower living standards for workers. Additionally,
income inequality among workers has also
increased with the wages for workers at the
top of the distribution rising disproportionately
as opposed to those at the bottom of the
earnings distribution.®

Income inequality can give rise to a wide range
of social problems and is an impediment to

the social and economic advancement of a
country. In Australia, the most important source
of income inequality is linked to access to
earnings and wages of individuals.® Other factors
such as changes in the family structure and
demographic structure of the economy have had
their respective roles in income inequality but
the differences in the opportunity to earn fair
wages has had a significant effect on the extent
of income inequality prevalent in Australia today.
The income share of the richest 10 per cent and
the richest 1 per cent started to rise in the late
1970s and has followed a pattern quite similar to
other English speaking advanced nations. The
largest portion of household income is wages
and salaries and between 2009-10, close to 61
per cent of households had wages and salaries
as their largest income source with government

pensions and allowances coming in second at
close to 25 per cent.” These statistics display how
critical the access to fair wages is in determining
household and individual income and in
advancing social mobility among the working
population.

After almost 25 years of sustained economic
growth and prosperity, inequality in Australia is
at a 75 year high.? Close to 3 million Australians
live below the poverty line with many individuals
either unemployed or looking for more work

- particularly younger Australians.? Despite
economic growth lifting the incomes of

many people, there are still pockets of acute
poverty and intrinsic disadvantage in certain
communities. The Australian Bureau of Statistics
(ABS) labour force data released in 2016
showed that the unemployment rate for people
aged 15-24 was 12.7 per cent which was double
the national average for unemployment; it also
indicated that over 18 per cent of students who
are not in school are unemployed.

The characteristics common among those most
vulnerable to youth unemployment included early
school leavers, low skilled and inexperienced,
newly-arrived youth, remote locations with poor
transport options and those living on urban
fringes. High levels of unemployment and poverty
result in increased inequality as the poor get
poorer and the gap between high income earners
and low income earners widens.
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Over the last 30 year period, there have been
distinct periods in income growth and inequality
trends in Australia. From early 1980 to mid

1990, Australia has experienced slow rises in

real incomes (income adjusted to account for
inflation) and falling trends in inequality and
rising inequality simultaneously. The late 1990s
was a period of upward movements in both

real incomes and inequality surges. From the
beginning of the 21st century leading up to the
Great Recession, real disposable incomes in
Australia have risen concurrently with inequality
trends fluctuating!® The most important cause
of income inequality in Australia has been access
to earnings. The income share of the richest 10
per cent and the richest 1 per cent started rising
in the late 1970s and this has followed closely the
patterns of similar English speaking countries.
Despite Australia’s tax and transfer system

being one of the most effective in comparison
to other advanced nations, the effectiveness in
reducing inequality has reduced over the years
explained by transfers not keeping up with rising
community incomes and a reduction in the
redistributive impact of direct taxes.

The OECD index on strictness of employment
protection states that the level of employment
protection in Australia exceeds that of Canada,
Ireland, New Zealand, the United Kingdom
and the United states. It is apparent that the
institutional framework in Australia serves to
influence earnings inequality significantly.”

Australia’s earnings distribution
is becoming more disparate

Australia’s earnings distribution has not always
been as disparate as it is today. Previous research
conducted among the 25 countries surveyed by
the OECD states that, Australia and New Zealand
and the more tightly regulated economies of
Czechoslovakia and Hungary had the lowest
degree of dispersion of (pre-tax) employment
income in the mid 20th century.

Even decades later, the OECD reports that
Australia had a less unequal distribution of
earnings than most of the other comparable
advanced OECD nations. This fact was
accompanied with a relative high minimum wage
level and an indiscriminate gap between male
and female earnings. Moreover, the share of low
pay in Australia was less than in many other
advanced nations.

This can probably be attributed to Australia’s
strict wage fixing institutions that have fought
to remove unfair wage differentials. However,

in the recent years, Australia’s advantage in
earnings equality has been waning causing

the nation to move towards the middle of the
OECD rankings. As of the end of 2015, Australia
ranks 20th in total income distribution among
the 35 OECD countries.
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PERCENTAGE

Australia’s minimum wage is declining

Since the late 1980s, Australia’s minimum wage
has fallen from 65 per cent to 54 per cent of the
median wage. In 1985, Australia had the highest
minimum wage in the OECD in comparison to the
median and 25 years later, it has shifted down to
being the sixth largest? In 2010, the ratio of the
90th percentile in the economy in comparison to
the 10th percentile for full time male and female
workers was the sixteenth lowest ratio of 28
OECD countries which marked a considerable
decline from being 11th in the 1990s and 13th in
2005. Between 1975 and 2010, the minimum wage
rose by 10 per cent in real terms and the wages
of the bottom 10 per cent rose by 14 per cent.
Additionally, low pay rose dramatically in the 70s
and early 80s and then fell back. It is evident that
in Australia, real wage growth was much greater
for those with higher incomes than middle and
low income categories. This has contributed to the
growing inequality in earnings. While the median
income rose by 38 per cent in real terms and

the mean by 50 per cent, the wages of the 90th
percentile rose by 72 per cent in real terms.

Since 1975, the 90/10 ratio for full time non-

FIGURE 1.1

managerial employees has increased from 2:1 to
3.1 with the increase in inequality occurring more
in the top half of the earnings distribution than in
the bottom half. The changing demand for labour
has led to a widened disparity in earnings with
skilled jobs attracting higher income growth than
lower skilled workers®

Family employment status plays a
critical role in combating unemployment

On standard measures of individual
unemployment, Australia ranks seventh lowest
in the OECD and is six percentage points below
the OECD average. However, when looking at
the share of the working age population living
in jobless households(unemployed households),
Australia comes up as the fifth highest in the
OECD and four percentage points above the
OECD average. The ratio of family joblessness
to individual joblessness is more than twice the
OECD average in Australia. This is quite telling
and is something that must be addressed by
policy making institutions.

It highlights the critical role that family
employment status plays on the employability
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THE GINI COEFFICIENT

and drive for employment among individuals.

It also goes to show how a local region can be
influenced by a general wave of unemployment
and can cause individuals in the area to stop
pursuing employment and gradually drop out of
the labour force not because they are no longer
seeking employment, but because they are too
discouraged to try.

Measures of inequality

In comparing income inequality of a nation, there
are a variety of composite indicators that are
used to draw parallels between similar countries.
A few of these indicators will now be explored

in order to place Australia among its list of
comparable peers in terms of access to earnings
and income inequality.

FIGURE 1.2
The Gini Coefficient for OECD countries 2014/15
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The Gini Coefficient

The Gini coefficient measures economic
inequality and wealth distribution within a
population.® The coefficient ranges from O-1
with O depicting perfect equality and 1 being
perfect inequality. The Gini coefficient for
Australia has shown a rise in inequality from 0.27
in 1981-92 to 0.33 in 2013-2014.> As shown in

the diagram, Australia falls behind comparable
nations like Germany, France, Netherlands, etc.
in terms of the degree of income equality.

However, in comparison to other advanced
nations, Australia can be seen to be fairing well
but the trend in inequality has been rising and
unless policies address this rise, it will sooner or
later reach undesirable inequality levels.
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CUMULATIVE SHARE OF WEALTH OR INCOME ( PERCENTAGE )

The Lorenz Curve

The Lorenz curve is a graphical representation of income inequality and is plotted on a graph where a straight
diagonal line (with a slope of 1) represents perfect income or wealth distribution. The curve beneath it shows
the actual distribution of an economy.® The RBA along with HILDA published the Lorenz curve for Australia

in 2010 and as shown below, in the years leading up to 2010, higher income households were able to increase
their saving in comparison to lower income households and thereby earned a greater share of the wealth/
income of the country.” Additionally, the curve displays that in Australia, the distribution of wealth is more
uneqgual than the distribution of income.

FIGURE 1.3
The Lorenz Curve for Australia 2010
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PERCENTAGE

The Wage Price Index

The Wage Price Index (WPI) measures changes
in the price employers pay for labour due to
market factors. It measures changes in the
price of wages and salaries. It measures the
change in the price between the current period
and the price at a given base period with the
quantity and quality of labour services being
held constant. To ensure that the quantity and
quality of labour services are held constant,
changes in the composition of the labour force,

FIGURE 1.4

hours worked, or changes in characteristics
of employees (e.g. work performance) are all
excluded from this index.

For the June quarter 2017, the WPI rose by 0.5
per cent and illustrates the subdued rate of wage
growth seen to be occurring over the last two
years in Australia!® As can be seen in the graph,
the growth in wages in Australia for both the
public and private sectors has been quite modest
reflecting the state of the economy and the
returns to labour.
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FIGURE 1.5 Wage Price Index- States and Territories
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The Great Gatsby Curve

A recent development in the measurement of income inequality and access to earnings is the Great Gatsby
Curve, which observes that for OECD countries, greater cross sectional income inequality is associated with
lower intergenerational mobility. This is a fundamental premise of this report as the progress of social mobility
within an electorate or economy as a whole, can be greatly determined by the access to wages and the
broader disparities in income.® The Great Gatsby curve explores the relationship between inequality at a point
in time and the earnings mobility across the generations in a particular country.

FIGURE 1.6 The Great Gatsby Curve
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Intergenerational inequality
is prevalent in Australia

Countries with greater inequality of incomes also
tend to be countries in which a greater fraction of
economic advantage and disadvantage is passed
on between parents and their children. There

is evidence linking the family background and
prevalence of income inequality in determining
the ability of the next generation to move up the
income ladder.?°

The effects of income mobility and inequality
are especially critical as they tend to permeate
through generations and create a cycle of lower
social mobility among families. Intergenerational
earnings mobility has been consistently low
among countries where income inequality is high
such as in ltaly, the United Kingdom, the United
States and the Nordic countries.?

This report will aim to map those electorates
which have very limited access to wages and
suitable employment opportunities.

By highlighting the geographical locations in
Australia in which access to fair wages is more
difficult, this report aims to establish an evidence
base for the implementation of public policy that
aims to improve intergenerational earnings and
social mobility.

The inequality of opportunity is the missing

link between concepts of income inequality

and social mobility and this report will seek to
shed some light in this area. If higher inequality
makes intergenerational mobility more difficult,
it is likely because opportunities for economic
advancement through the access to fair wages
and well-paying jobs were unequally distributed.

This report calls for policy development and
programs that will bridge the gap between the
top 10 per cent and middle income groups, and
between lower income groups and the bottom
20 per cent and unemployed individuals.

This report helps develop
an evidence base for overcoming
wage inequality in Australia

The index in this report illustrates that, while
Australia is doing well in terms of income
inequality and equality in opportunity among

the advanced nations of the OECD, its access

to earnings has declined in the past years.
Accordingly, proactive policies should be pursued
in order to address this emerging trend making
sure that inherent disadvantages are removed
from certain electorates.

Economic opportunities are partly determined
by the circumstances of family background, such
as parental education, occupation, marital status,
region of birth etc. - over which individuals have
no control. However, equality in opportunity

is achieved when these factors have no role in
the achievement of economic outcomes for

the individual.?? The intergenerational elasticity

is used to summarise the degree to which this
inequality in opportunity and earnings is carried
through generations. Mendolia and Siminski
(2016)%* have followed on from Leigh’s (2007)%*
estimates of intergenerational mobility and
suggest that Australia is relatively mobile given
its level of inequality.

The study found that intergenerational earnings
elasticity is 0.35 which suggests that Australia’s
level of mobility is consistent with its level of
inequality. This estimate suggests that economic
mobility is not particularly high in Australia in an
international context even though it falls in the
ranks of other OECD countries such as Finland,
Canada and Germany.




Mapping Opportunity: A NATIONAL INDEX ON WAGES AND INCOME

Protecting our penalty rates
and policies that disrupt inequality

The report calls for improving employment
outcomes among the population especially
among the younger generation in order to
improve their social mobility. Protecting penalty
rates which have been under threat in the past
year is one crucial way in making sure that people
in low income brackets and students who work
part time in the retail, hospitality, fast food and
pharmacy sectors are not adversely affected by
the cuts in their wages. Penalty rates are a source
of critical income for low income households and
previous research done by the McKell Institute
detail the impacts in regions and urban areas due
to these cuts in wages.? It highlights the spill-
over effects of these cuts to incomes especially in
rural and regional areas and how this can lead to
a weakened local economy.

The regression in this sector in terms of wage
outcomes are yet another way of enlarging the
disparity among the bottom 20 per cent and
top 10 per cent of the economy. The report

calls for programs and policies that will disrupt
this inequality and give youth from low income
households an impetus to complete their
education, gain skills that are valuable, and attain
successful employment.

To increase intergeneration mobility among
low income neighbourhoods, community
development programs and policies that invest
in people; can be deployed. The building and
maintenance of safe streets, infrastructure, and
community centres for job seekers will help

in alleviating generational cycles of poverty
and social immobility and help in overcoming
the inequality in access to earnings present in
Australia today.
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PART TWO:

The changing composition of the Australian economy

The Australian economy has undergone many changes in its structure
and composition over the decades.

In 2016, several key events occurred in the Australian economy. As the
last Ford rolled off the production lines in Geelong in October of that
year, so ended an era in which Australia’s manufacturing sector could rely
upon a robust automotive industry to maintain high employment.

However, despite the transition away from the resources investment
boom, there is still a surge in resource production, and employment in
these industries is quite significant.

The services sector continues to be the largest sector of the Australian
economy representing close to 69 per cent of Australian GDP and in

the year 2015-2016, had an output of $1,015 billion.?¢ It is also the largest
employer, averaging at 9.4 million employees in 2015-16. The largest
industry in this sector is the Financial & Insurance Services with $146.2
billion in output in 2015-16 employing 431,100 people. The largest services
industry by employment was the Health Care & Social Assistance
employing close to 1.5 million workers.

Across the economy, labour costs for employers are still the largest

and most significant costs firms face, at 63 per cent. Wage growth has
slowed in the recent years showing close to zero growth in real terms
(change in wages after the effects of inflation have been removed). The
high incomes associated with the mining boom have declined with jobs
being created in lower wage areas like healthcare.

The Australian economy has proved to be stronger and fairer than that of
most countries with sustained periods of growth and less severe income
inequality than comparable advanced nations. However policies must be
continuously developed to enable middle class Australians to reap the
benefits of growth and maintain a robust fiscal economic policy.
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Economic disruption has the
potential to expand inequality

The growing importance of the tertiary sector
in the Australian economy has wide ranging
impacts on employment opportunities and the
distribution of earnings. The distinction between
the production sector and service sector has
started diminishing with design of the product
and after-sales services becoming increasingly
important and being the source of the value
addition in the product life cycle.?”

The outsourcing of production by advanced
countries has led to lower levels of
employment, and the shift from generic
manufacturing jobs to skilled service sector
jobs. Such outsourcing is based on skills as
much as it is based on low cost labour and
therefore offers a good source of expenditure
savings to high labour cost economies.

STEM Education is vital,
but it is not the solution
to unemployment

There is an increasing need for Australia to
encourage the number of science, technology,
engineering and mathematics (STEM) graduates
in order to increase and sustain an economy
with a high rate of digital technology immersion
in firms. STEM skills are seen as essential to
developing innovation and supporting economic
growth. In 2014, the Office of the Chief Scientist
reported that 65 per cent of Australia’s economic
growth per capita could be sourced from
improvements in the use of capital, labour and
technology innovation made by STEM.

However, there is also a high rate of
underemployment among STEM graduates,
suggesting that an increase in STEM education
is not a panacea to unemployment. Health care
graduates have very high employment rates
four months after graduating along with mining
engineers and surveyors whereas employment
outcomes for all other graduates in the STEM
industries were below average and - often by
significant margins. Moreover, even among

STEM graduates who find employment, a
sizeable proportion do not identify as to be
utilising their education in their respective jobs.
For instance, approximately 30% of graduates in
Information Technology do not attest to using
the niche skills acquired during their tertiary
education, in their job.?®

It is evident that the Australian education
system will have to create a cohort of workers
with the skills and competencies required to
thrive in a continuously changing environment.
The most critical skill is the skill and ability

to acquire new skills. The ability for life long
learning coupled with literacy and numeracy
skills will be one of the major ways in which
we can create a workforce that meets the
demands of the future Australia.

Automation brings
challenges and opportunities

The automation of tasks has been commonplace
for centuries. It is usually the routine and
mundane tasks that are subjected to automation
and are usually characteristic of low and middle-
skilled jobs. Many modern industries are now
automated such as road toll collections, robot
welders and software programs like MYOB that
have replaced manual book keeping.

In contrast, technology has complemented high-
skilled jolbs and helped in raising productivity
and the demand for suitably skilled workers.

For instance, advanced manufacturing using
three-dimensional printing processes needs
designers and engineers that are adept with
specialised computer software. Moreover, these
processes necessitate a high level of design
thought and creativity, different to the traditional
manufacturing design processes.?®

The digital and financial sector has brought
with it a changed workforce resulting in ‘job
polarisation” where the share of middle-skilled
jobs have been declining in comparison to high
and low-skilled jobs. The offshoring of tasks
especially apparent in the telecommunications
and manufacturing sectors have intensified the
rate of displacement among low-skilled and
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middle-skilled workers. However, this trend is
not as significant in Australia as it is in most
advanced nations as trends in job losses in
Australia have moved back and forth over the
past four decades.*°

In the foreseeable future, there is scope for the
expansion of automation to non-routine cognitive
tasks® due to the widespread availability of

data and advances in technology and complex
algorithms. The improvements in technology
have additionally paved the way for non-routine
manual tasks like that of which are used in
bakeries and packaging.

Statistics about the likelihood of additional
occupations being automated suggest that in
the Australian context, over the next decade or
two decades, nearly 40 per cent of jobs are at
risk of automation.®? It must be noted that the

FIGURE 2.1

automation of jobs does not necessarily mean

an increase in unemployment rates as new jobs
are often created alongside this trend. The data
shows that unemployment rates in Australia and
other advanced nations have not shown dramatic
surges with the onset of technology; however,
whether this trend continues into the future is
something that cannot be assured.

Overall, the data shows that occupations which
are most vulnerable to technological disruption
are labourers, machinery operators and drivers,
and clerical workers. Personal service workers
and professionals are likely to remain unaffected,
at least for the foreseeable future, and while
most professionals and personal service workers
are at low risk of automation, there are some
jobs within these occupations that are at a
higher risk of automation.*®

The likelihood of automation for different occupation groups
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The rate of today’s occupations
that face the risk of automation
is gradually rising

PwC, along with other studies, predict that

close to 44 per cent of current jobs are at high
risk of being affected by computerisation and
technology with accounting clerks, bookkeepers,
checkout operators and general office
administration workers being most susceptible to
these changes in the coming years.**

The changes in technology and the increasing
penetration by the financial sector into all parts of
the economy have left two groups of Australian
society heavily marginalised: young people with

FIGURE 2.2

little experience and low skills, and older people
in industries subject to major structural change
who cannot adapt and learn new skills as easily.
The statistics show that the increasing numbers
of people on the Disability Support Pension
seems to have been in part driven by long-term
unemployment among some cohorts.

However, this vulnerability to technology

does not only extend to the above mentioned
marginalised groups. In 2014, statistics show
that only a mere 68 per cent of undergraduates
had full time jobs four months after graduating -
which is the lowest figure since 1992, well below
the 91 per cent high in 1989.

Graduates working full-time as a proportion of those available for full time employment
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Some people blame this low rate of
unemployment on technology. Previously, part of
the costs associated with training and developing
new graduates could be recouped through these
employees undertaking routine and low-skill
tasks. However, with the increased automation
of such tasks, the incentive for employers to hire
entry level workers has greatly reduced. It must
be a goal of employers and the government to
use technology and the financial sector in a way
that improves the job prospects of graduates
entering the workforce and future employees.
There maybe a necessity for lawmakers to
rethink degrees and associate degrees so that
they are more vocationally focused and help
students with employment prospects. TAFE and
Vocational Education Training centres could be
promoted more intensely in order to improve the
access to earnings among these individuals.

Automation is increasing
wage flexibility and paving the way
for the ‘gig economy’

There is another aspect to the debate on the
impact of technology on the workforce; it
increases wage flexibility, especially, downwards
for higher skilled jobs and therefore, may actually
gradually improve job prospects over time.

The rise of platform websites (Uber, Freelancer,
Airtasker) and the increasing use of mobile
connectivity has extended the ability of
businesses to breakdown jobs into components
and create a ‘gig economy’; hiring labour on
demand. The use of technology has enabled
accurate matching and scaling of resources to
exactly meet the needs of the business. Workers
are employed on demand for particular tasks
and this gig economy is changing the landscape
of employment and the employer-employee
relationship. Despite there being a proliferation in
the number of gig economy platforms, they are
still only a relatively small source of employment
as most people gaining employment in this
areana, do so through independent contractors.
While this labour on demand economy provides
flexibility for certain cohorts of workers, it

has an element of instability and insecurity of
employment and income. However, this benefit

of technology must be exploited to fulfil its
potential in providing employment and creating
a more flexible and agile workforce that changes
according to the fluctuating demands of the
economy.

Impediments to employment
can be overcome with technology

Of the 1.6 million Australians who are
unemployed or under-employed, close to 800,00
reported that they are impeded by ill-health

or disability, unsuitable hours or location, or
considered too old; among other reasons.*
Technology can aid in this arena by facilitating
employment for people with disabilities to

help them work effectively where disability has
previously prevented them from being a part of
the workforce.

Additionally, research shows that there are positive
associations between internet use and earnings
growth; indicating that some skills associated

with internet use are inherently rewarded by the
labour market.®¢ This is also important for the
conseguences it may have on disadvantaged
minority groups who have no access to digital
technology or the Internet, which as our model
shows, is quite a significant number.

Research conducted in the USA concludes that
citizens who have mastered and have access to
the 'tools of the new digital technology’ have
‘benefitted in the form of improved employment
possibilities and a higher standard of life’ whereas
those without access to and mastery of the
technology are ‘increasingly constrained to
marginal employment and a standard of living
near the poverty level’,

The digital divide is a cause for great concern

if individuals are disadvantaged in their pursuit
of good jobs and adeguate incomes due to

the lack of access to technology. This is why

the modelling in this report included Australia’s
National Broadband Network or lack of access

to internet as a critical variable in the ability to
earn by individuals in different suburbs. In today’s
increasingly inter-connected world, those who
don’t keep up, will be left behind.
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Many of today’s occupations
won’t exist in the future

Modelling suggests that a significant portion
of Australian jobs that exist today will

no longer exist by the next two decades.
Technological change will mean that close

to 5 million Australian jobs - 40 per cent of
the workforce will face the high likelihood of
being replaced by computers in the next 10-
15 years.®” The report goes on to say that the
health sector will see changes in its workforce
composition, following suit sectors like mining
and agriculture that have now increasingly
become automated. Economic progress and
technological progress has frequently created
losers but have also led to the creation of
demand through higher incomes and lower
prices leading to new jobs economy wide.
Despite that the technological revolution is
assumed to replace a significant portion of
Australia’s workforce, it is equally expected

to disrupt the conventional style of work,
expanding competition and reducing costs

to consumers. Employment that involves low
social interaction, low mobility and dexterity
and low levels of creativity are likely to be
automated or are the most vulnerable to
automation.

What an equitable society looks like
and the dangers of inequality
in opportunity

A well-functioning labour market enables the
allocation of workers to their most efficient use
at a minimum social and economic cost.*® Low
unemployment rates signal a growing economy
with the ability to create new job opportunities.

The growth in Australia’s labour productivity
exceeds most of its comparable peers in the
OECD growing at an average annual rate of 1.4
per cent in the five years leading up to 2015.
Skilled migration continues to be an important
source of labour market growth in Australia and
adds to its employment outcomes annually.

The signposts for inclusive prosperity of an
economy according to a report by the Chifley
Research Centre include: good jobs and wages,
housing that is affordable, healthcare when
needed, education targeted for the future

and secure income in retirement.*® In terms of
income inequality and access to earnings, it can
be said that transfers from people above the
median to people living below the median will
reduce inequality and poverty levels and close
the bi-polarization that is seen to be occurring
in the Australian economy.*°

Government policy must try to address the
poverty trap present in certain electorates

- the difficulty for those born into poverty

to escape.* The index aims to identify these
electorates that have intrinsic disadvantages
present and remove the obstacles that are
outside the individual’s control in accessing fair
wages. Even though the Australian economy
has maintained sustainable growth in Gross
Domestic Product (GDP) over the years,
especially after the Global Financial Crisis; GDP
does not adequately capture the sustainability
of growth that is occurring and usually does
not present an accurate picture of what is
happening to ‘most citizens’ in a country.

The success of an economy can only truly be
assessed by the standard of living and social
mobility of individuals, and therefore the access
to fair earnings is critical in exploring this issue.
The social capital created by the belief of
citizens that they are all earning fairly and have
equal opportunity can lead to a society having
equal opportunity and access to resources.
The decline in opportunity usually mirrors very
closely, the growing inequality in a country;
countries with more inequality systematically
have less equality of opportunity.*?

If income inequality is left unchecked

and allowed to grow without necessary
intervention, it can lead to the inefficient
functioning of society and be a threat to the
stability and sustainability of the Australian
economy in the long run.
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Income inequality affects the least
fortunate in a multitude of ways

When access to wages is unfairly distributed and
the percentage of money at the top is skewed,
equality of opportunity is diminished and one

of the most critical and significant assets of a
country - its people, is not utilised and left to
diminish. The empirical research from The Price
of Inequality by Joseph Stiglitz illustrates the
cognitive resources that the poor expend for
day-to-day survival and how this compares to the
better off who do not spend as much. The survey
asked individuals who had just exited a grocery
store for how much they had spent at the store.
The less well off/poor, were able to precisely
respond, in minute detail, as to what was in their
shopping bags and how much money was spent
whereas the higher income earners could not.
The stress of not having enough money to meet
critical needs in a timely manner actually leads to
the impairment of the ability to make decisions
that would help in bettering their situation, as
the data shows. In the lower income earners, the
limited stock of cognitive resources is depleted
and leads to irrational decision making.

Further, research shows that a majority of people
abstain from an individually beneficial but socially
harmful action if they perceive that other people
do so too; however, on the contrary, desirable
behaviour can degrade rapidly when people are
exposed to a sufficient number of transgressions
due to income inequality or the inability to access
wages.*® In this way, the idea that individuals are
earning highly uneqgual wages can lead to the
social breakdown of trust as mentioned before
and be quite harmful to the efficient functioning
of an economy. A reformation of tax rates

where the top marginal tax rates can be used to
provide social welfare is an initiative that can be
undertaken in order to restore trust in the ‘fair-
go’ - a time honoured feature of the Australian
economy.

Research suggests that to a certain degree, fair
inequality emerges as a result of meritocratic
societies rewarding people who are skilled and
work harder while unfair inequality is driven

by differences in the lottery of birth where

the choices available to people are already
constrained by the circumstances that they were
born into. This is a rather complex topic and the
two types of inequality cannot be broken down
so simply, however, in Economics, the fair kind

is called inequality of outcomes while the unfair
type is known as inequality of opportunities.*

This index aims to shed light on the inequality
of opportunities present across the electorates
in Australia and identify ways as to how these
inequalities can be addressed and removed

so that all individuals will have fair access to
earnings.

Financial stress indicators

The Australian Bureau of Statistics releases a

list of key indicators that most households in
financial distress exhibit and these are listed
below.*® This is a good description of the financial
struggle that the bottom 20 per cent undergo
and how this deeply correlates with access to
earnings and therefore must be explored. The
financial stress experiences included families
being; unable to raise $2000 in a week for
something important, spending more money
than what was received, inability to pay utility
bills on time, inability to afford registration or
insurance on time, pawning or selling something,
forgoing meals, inability to heat homes,

seeking assistance from welfare/community
organisations, seeking financial help from friends
or family, inability to afford holidays, inabiltiy

to afford a night out twice a month, inability to
afford friends or family over for a meal once a
month, inability to afford a special meal once

a week, inability to afford second hand clothes
most of the time and inability to undertake
hobbies or other leisure activities.

Sole parent families have been recorded as
suffering more from financial stress than

other households with two parents. Programs
especially aimed at developing the conditions
of sole parent families and bringing them out of
poverty will greatly improve the gap in earnings
among this low income group. Reforms to early
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childcare and pre-school affordability will help
single parents find employment while still rasing
children successfully. Additionally, it is evident
from the graph below that younger households
suffer more from financial stress than older
families. The majority of older households
reported close to none of the financial stress
experiences (76 per cent) in comparison to about
70 per cent of younger households reporting

at least one of the experiences in the past 12
months. The housing affordability crisis that
Australia is currently experiencing adds to this
situation as renters and young families who do

FIGURE 2.3

not own their house are more likely to suffer
financial stress that comes from the insecurity
of not owning a home. Hence a targeted policy
response in the housing market that makes
buying a house more affordable will have positive
spillover effects into the general stability and
financial security of households in Australia.
Improving the access to housing and offering
more benefits and exemptions for first home
buyers will greatly alleviate the stress of financial
insecurity.
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Intergenerational inequality
is a scourge that
Australia must avoid

Inequality can turn into a vicious cycle if
disadvantaged youth are influenced by a
combination of high inequality and low mobility
and this can lead to damaging effects for the
economy. It is evident in research done by the
Brookings Institution in the United States that
income inequality and dropout rates among high
school students in low socioeconomic status areas
are correlated.”® The report showed that boys with
less-educated mothers are more likely to drop

out of high school if they live in a state with more
inequality in the bottom half of the distribution
although this relationship does not occur in
households with higher educated families.

The effect is that as the gap between the bottom
and middle of the income distribution widens,
middle class life and economic success feels
increasingly out of reach to kids coming from
especially disadvantaged households economically,
and therefore results in a loss in motivation to stay
in school and leads to high dropout rates not only
from education, but more generally from life. This
results in the vicious cycle with inequality and low
mobility becoming self-perpetuating until a new
policy comes and moves things in a new direction.
Intergenerational poverty and immobility is
something that the Australian economy must avoid
at all cost and policies must be put in place that
help in spurring disadvantaged youth out of their
communities into bigger and better things.

Making education a priority and encouraging
students to stay in school is a critical way in
which intergenerational social immobility can be
stopped. A society where teachers are valued and
compensated for their efforts more, will translate
into a better motivated workforce that imparts
the value of education to the next generation. This
report encourages reforms to the teaching sector
and education field so that education is seen as

a priority among students especially living in low
socio-economic conditions where this value is not
encouraged and developed.
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PART THREE:

The following section explains the empirical research that
determined the choice of variables for the model. In total, eight
variables have been selected that play an important role in

the access to earnings for individuals. Each variable has then
been broken down into categories and weighted in order of
importance and the strength of correlation it shows to wages.
These weightings and descriptions of each variable have been
displayed at the end of this section.

Education

The academic literature is filled with studies of the positive correlation between
the level of education and the access to earnings among individuals. The McKell
Institute’s 2016 report, No Mind Left Behind, which was the first report in the
Opportunity Index Series; identified the inequality in the levels of education among
electorates in Australia and how this has flow on effects into other areas of the
individual’s life.#” In a review of estimates of the schooling/earnings relationship

by Colm Harmon et al,*® the strong evidence for the relationship between

school and earnings exist with a considerable payoff from every additional year

of schooling. Further studies point to the effect of maternal education on the
outcome of children and find a positive relationship between maternal education
and the child’s health overall.*® This has been an important relationship that has
been used by policy makers to subsidise education and provide more educational
opportunities for especially young mothers or mothers from low income
households. There is general consensus that these policy interventions lead to
multiplier effects through the positive spillovers they have over the generations
resulting in educational attainment for their children and future generations as well.
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In recent times in the UK, the government has
sought to target a reduction in the proportion
of pupils leaving at 16 and has committed to a
phased increase in the minimum age at which
youth can leave education and training.*°® They
have realised the significance of education and
training, on the future outcomes of individuals
with special regard to the impact on wages and
access to earnings.

It has been widely agreed among researchers
and policy makers that children growing up in
less ‘ideal’ circumstances obtain less education
despite the significant financial returns that
schooling brings and this is something that must
be addressed. In the electorates that are more
disadvantaged, initiatives must be put in place
that encourage children to undertake schooling
in order to stop generational poverty. Even when
household income is different, the effects of
education on the overall success of individuals
remain significant.

In a report by the Australian National University
authored by Peter Whiteford,” educational
attainment has been identified as a major
determinant on socio-economic circumstances
in Australia. The data on Australia shows that

in 2010, people aged 20-64 were more likely to
gain employment if they had attained Year 12
Education than those who had not - a difference
from 81 per cent to 72 per cent. This gap in
employment seeps in to all age groups with
those aged 25-34 displaying a difference of 82
per cent if Year 12 is completed to 69 per cent
if not and for those between 55-64 years, it is
73 per cent compared to 60 per cent.>? In 2010,
young adults were more likely to have attained
year 12 if they lived in major cities (81 per cent)
compared with inner or outer regional areas
(67 per cent) and remote or very remote areas
(64 per cent). There is considerable variation
between the proportions of 20-24 year olds with
Year 12 across states and territories.

People who have attained year 12 are more likely
to be working in ‘white collar jobs’ than those
who had not. In addition, in 2009, people aged
20-64 years who had personal gross weekly

income in the highest quintile were far more
likely to have attained year 12 (70 per cent) than
those who had not (30 per cent).

Leigh (2008) estimates that the increase

in hourly wages from raising educational
attainment by one year is in the order of

8-11% with the largest gains being for grade 12
completion and Bachelor degree completion.®?

English proficiency

Command of the English language and linguistic
skills have been major influences on the ability
to gain employment and in moving up the
income ladder. In empirical research conducted
using the Australian census in the late 1990s,

the impact of linguistic adjustment (the process
by which immigrants who are not fluent in

the destination’s dominant language improve
their fluency) on labour market outcomes with
special regard to earnings, have been explored.>
Language skills has emerged as an important
form of human capital as they are embodied

in the person, productive in the labour market
and are created at a sacrifice of time and out

of pocket resources - the basic requirements

for human capital. Additionally, educational
attainment is intrinsically linked to language
skills and these two variables would share
collinearity to a certain degree. The effect of
language skills on median income and thereby
access to good employment would be especially
pronounced in electorates with a huge
proportion of immigrants in their population as,
if the immigrants are not from native English-
speaking countries, their language proficiency
and conseqguently, employment outcomes would
be relatively weak.

The research shows that immigrants who
arrived in Australia at age 25 are predicted

to have English fluency rates 10 percentage
points greater than immigrants arriving at the
age of 45 suggesting that younger migrants
learn the language faster and thus will have
better outcomes in the labour market. This is
considered in the development of the variable
that accounts for year of arrival of migrants and
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the corresponding influence on median income.
Further, the data suggests that earnings rise
among immigrants in Australia by about 6 per
cent per year of schooling for immigrants as a
whole, but the effect is larger (8 per cent) for
those fluent in English and smaller (2 per cent)
for those not fluent in English. Earnings vary
systematically by size of suburb, with earnings
being 6 per cent lower in small urban areas and
about 20 per cent lower in rural areas compared
to large urban areas in Australia.>®

The data available for the USA shows that
English proficiency helps immigrants integrate
economically and raises their wages thus
narrowing the employment and income gaps
between migrants and US-born workers.® It is
also interesting to note that immigrants married
to US natives have the opportunity to develop
their language skills and thus access better
jobs than immigrants choosing to live in ethnic
enclaves which may lead to skills deteriorating.
This is an avenue for public policy intervention in
assimilating immigrants and making sure there
is diversity in an electorate in order to improve
overall outcomes. This is quite a challenging
arena to operate in as most immigrants enjoy
the familiarity brought about by living in
enclaves with people of similar origin.

Skills

Skills and experience are an important
determinant in the access to earnings of
individuals and employees with higher skills
have better opportunity to better compensating
employment than low skilled workers. Most
unemployed persons have low education and
hence low skills and thus require a substantial
increase in skills to be able to obtain and retain
employment. There is research conducted on
the link between parental background and the
cognitive skills that children inherit based on
this.>” Therefore, if skills must be targeted by
policy, it requires a comprehensive response that
combines other variables in order to have the
best impact. Increasingly technology skills are
the most remunerated asset in the marketplace
and individuals who are not computer literate

are at a serious disadvantage in terms of access
to good employment and income. The variable
for skills in the model takes into account high
skilled and low skilled workers and their varying
access to earnings.

A focus on improving and developing skills that
meet the demands of the economy will make
low-skilled workers more employable.

Family employment

Studies point to the importance of parental
education and employment on the overall
atmosphere of learning, hard work and effort
created in the house, and the run-on effects

on their children and their access to earnings.
The effect of parental education and hence
employment levels have been investigated in the
studies of twins and adopted children versus
natural children and the results have consistently
pointed significantly to the causal effect that
the adoptive parents’ education has on the
education and general outcomes of children.

A report by ACOSS published in 2016 showed
that being unemployed has a significant

impact on poverty and thereby the rate of
employment in each household as recorded by
the ABS in the 2016 census has been included
in this model.®® It is a well accepted fact that
the employment status of parents affect the
overall wellbeing of the child and their access
to education and thereby earnings. The
interaction between families, labour markets
and public policies all influence and structure
the individual’'s opportunities and determine the
extent to which adult earnings are related to
family background.®® The literature points to the
increasing role played by family ‘background’
and employment outcomes in determining adult
outcomes of young people.

In electorates where, as the model shows, both
parents are employed full time, the outcomes

for the individuals in the home and their future
access to earnings will be unarguably higher in
comparison to a home where only one partner
is employed and the other is looking for work

or where both partners are unemployed. These
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outcomes and the family circumstances
children are born into, together with the quality
of the neighbourhood and other latent features
of the region, feed into and influence their
success at school and employment later on.®©
A household where both parents are employed
will lead to better access and ability to pay

for good schooling and jobs and the overall
eventual income from working, for the child.

An important link is the correlation between
employment in the household and the overall
attitudes prevalent and encouraged, such as
hard work, the pursuit of ambition, intelligent
choices, discipline etc. which all help in raising
the access to earnings that individuals have
and therefore help in acquiring high levels

of income. Research based on US data
explores the relationship between family/
household income and education outcomes
and concludes that even when controlling for
cognitive skills, the strength of the relationship
between family income and college attendance
(and hence labour market outcomes) increased
significantly over the period almost doubling in
impact.®

Hence it is seen that family employment in the
household is linked to success in general, of the
individual.

Sole parenthood

A report commissioned in the US explored the
role of the family structure and identified that
the income inequality levels and economic
mobility across generations were heavily
influenced by peoples’ decisions and attitudes
towards marriage.®? It identified that in 1980,
78 per cent of families with children were
headed by married parents and this statistic
declined to 66 per cent by 2012. This has led
to significant effects on the participation rates
among men in the labour force, high school
drop out rates among children and teen
pregnancy rates. Although this correlation
does not imply a causation, it is evident that
sole parents face quite a disadvantage in the
labour market and this affects their access

to earnings and the social mobility of their
children. It is strongly related to economic
mobility and the ability to move up the income
ladder. It is seen that unmarried parent families
generally lead to increased low-income families
resulting in worsening income inequality
trends.

Additionally, a body of research exists that
identifies the high poverty rates for sole parent
families which are significantly greater than
two parent families with children, or simply
even compared to the population as a whole.
There is an argument in the Australian context
that the income-tested nature of social security
payments for sole parents has a created a
‘poverty trap that reinforces income support
dependency once the support is received’.®?
This may result in sole parents choosing to
remain in a cycle of poverty and not pursing
active means of earning income; however,

this is a highly complex and equally nuanced
debate that needs to consider other things
apart from the level, availability and conditions
attached to income support payments. The
rates of dependency on income support
among sole parents are high in Australia
although the duration of income support is
not unduly long; however, this coupled with
the fact that it is the only form of income
support for most sole parent families leads to
them being on the lower end of the income
distribution. An ACOSS report into inequality
points to the fact that the proportion of sole
parent families who fall within the bottom 20
per cent of income distribution show that they
are more likely to be low income earners than
high income earners.®*

In electorates where the occurrence of sole
parenthood is high, policies and community
development programs like priority access to
childcare, flexible working hours, family friendly
employment, job security in low skilled jobs,
skills training and other similar initiatives based
on individual circumstances, can be put in
place to support these people and raise them
out of their cycles of poverty.
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Access to the internet

It is said that the internet will vastly expand
access to education, good jobs and better
health and open areas for a host of other
sectors.®®> This is already evident in Australia
and computer/internet literacy has emerged as
a core employer requirement during recruiting
and thus was included in this model as it will
undoubtedly have an impact on the access to
earnings for individuals. Therefore, inequality
in the access to internet will certainly lead to
inequality in socioeconomic mobility especially
earnings and other types of income. In Australia,
with the roll out of the National Broadband
Network, internet access will be widespread

in the future but there are (surprisingly), quite
a few households with no internet access. It is
evident in research that internet use rates rise
linearly with family income resulting in what

is identified as the ‘Knowledge Gap’ stating
that people of high socioeconomic status are
always advantaged in exploiting new sources
of information due to their privileged social
locations.®®

Additionally, having internet access allows

job seekers to get on recruitment website like
SEEK and professional sites like LinkedIn in
order to be better accessible to their potential
employers. In an increasingly ‘connected’
world, the lack of access to internet at home
would seriously constrict an individual’s ability
to gain employment or look for suitable and
appropriate, well-paying jobs.

Research based on the earnings data of

US workers found that there are positive
associations between web use and earnings
growth indicating that some skills and
behaviours associated with Internet use are/
were rewarded by the labour market.®”

An early study of the ‘digital divide’ warned that
consequences to American society of racial
inequality in Internet access are ‘expected to

be severe’ and noted that ‘the Internet may
provide for equal opportunity ... but only for
those with access’. If minority and low income
households do not have access to the internet,

the consequences could become increasingly
significant. The expectation that people without
Internet access are disadvantaged in their
pursuit of good jobs and adequate incomes

is a central basis for concern about the digital
divide. Technology and the internet in particular
could aid in establishing a worker’s positive
face before potential and actual employers and
through the use of social networks facilitated by
the internet, job seekers can gain better access
to a whole new market.

There are three kinds of social capital
enhancements that internet users may benefit
from: they can use the internet to search
online job listings or post their resumes, online
activities can lead workers to expand their
personal social networks creating new ties
that may provide informal information about
job opportunities and employees with large
accessible professional networks may use
technology to benefit their employers.

Thus increasing the access to internet among
electorates especially in rural and remote
locations will vastly improve their social mobility
and access to earnings.

Unemployment

The variable for unemployment is defined as
the unemployment rate in each electorate. It

is unanimously agreed that unemployment, by
definition, vastly reduces the access to earnings
and increases the gap between high income
earners and low income earners.

Additionally, when there is high unemployment
in an electorate, it tends to pervade into an
attitude of joblessness and reduces the incentive
and motivation to work among individuals. The
current unemployment rate is almost 6 per cent
and does not include persons unaccounted for or
unemployed in hidden markets, implying that the
real unemployment rate would bbe much higher.
Research based on labour market statistics in
Australia identifies that between the mid 1900s
and late 1900s, unemployment rose from 6.5

per cent to 9.2 per cent.®® This has led to the
currently seen dispersions in labour market




earnings and income, and therefore the policy
response must deal with the inequality present at
the household and neighbourhood level.

It is seen that neighbourhoods with relatively
low rates of unemployment display less cyclical
sensitivity to changes in the aggregate level

of unemployment and thus do not suffer as
significantly when the economy undergoes a
recession. A study in 1993 found that a large part
of the variation in unemployment rates across
electorates could be attributed to differences

in the characteristics of the population like
educational attainment levels.®® One explanation
for differences in the probability of employment
for individuals who have the same characteristics
but live in different neighbourhoods might

be ‘spatial mismatch’; the individuals who live
longer distances from where jobs are located
may be relatively disadvantaged in obtaining
employment. However this argument is not
agreed upon by all social scientists as there

is conflicting evidence on the importance of
living near a Central Business District and public
transport to explain the variation in the rate of
unemployment.

The decline of the manufacturing sector is

one of the dominant elements in the variation
of industry structure across social status. The
unemployment increase in low-status areas
was particularly pronounced in 1981-86. This
was a result of a large loss of manufacturing
jobs and those living in low-status districts
were disproportionately represented in
manufacturing employment. Community
services increased employment of women in
most regions but increased the employment of
women from high status regions. The wholesale
and retail sector also employed more women
from high status areas.”®

There are many solutions to increasing the

level of employment in disadvantaged or low
social status electorates; such as increasing
education, offering more community developed
programs, public transport improvements,
affordable housing in area where jobs are
abundant and successfully helping to integrate
ethnic minorities and Indigenous people in
these disadvantaged communities, into the
local economy.




Ethnicity and birthplace

There is increasing evidence that the age

of arrival in Australia plays a key role in the
outcomes and socio-economic status of
immigrants later on in life. Data based on
research in the US shows that childhood
immigrants with first exposure to English after
the critical period for learning has passed, attain
poorer English proficiency as adults and their
lower English proficiency in turn influences

their socioeconomic outcomes and access

to earnings.”! Therefore, in terms of policy
directives, a system that favours migrating when
one’s children are younger like in Canada, might
tend to increase the social and economic welfare
of would-be immigrants although care must be
taken that the system is designed in a way that
does not allow exploitation.

The variable for ethnicity and migration in the
model accounts for the year of arrival and
whether individuals are Indigenous/Torres strait
islander origin as there is evidence that these
communities are consistently discriminated
against and have very low socio-economic
mobility in comparison to the rest of society.

The model also accounts for the birthplace of
the individual and places a positive correlation
between being born in Australia/New Zealand
and achieving higher access to earnings as the
familiarity and opportunities that an individual is
exposed to from birth will greatly influence the
success of the individual.

A report commissioned by Unions NSW found
that 78 per cent of businesses that were
sampled in their research advertised rates of pay
that were below the relevant minimum award
rates.”? Based on the websites that advertised
these positions, workers employed here were
most likely to be young and from migrant
families where English wasn’t a first language.

Hence in including the ethnicity variable and
negatively correlating year of arrival in Australia
with access to earnings, this relationship was
taken into account in understanding the access
to earnings and the significant barriers that
Indigenous/Torres Strait Islander and immigrants
face in accessing fair wages.
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PART FOUR:

The following table displays the
results of the model where all the
variables have been combined
to show the electorates ranked
from 1-150 in order of the ease of
access to earnings.

The rankings

The rankings displayed are a
combination of the results from the
constructed model. It depicts the
access to earnings in each electorate
and the different obstacles that
individuals of the working age
population face in earning wages
depending on where they live. As is
seen, North Sydney in New South
Wales offers the highest opportunity
to earn wages in Australia based

on the findings from the 2016
census with Wakefield, South
Australia offering the lowest rate of
opportunity to earn wages. It must
be noted that this index displays the
advantages and disadvantages in
each electorate in accessing wages
and does not necessarily mean that
individuals living in the disadvantaged
electorates have no access to a
suitable job and income.
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TABLE 4.1 The index for Wages: final outcomes

MOST MIDDLE

QUINTILE

ADVANTAGED
QUINTILE

ADVANTAGED DISADVANTAGED

North Sydney, NSW
Kooyong, VIC
Bradfield, NSW
Higgins, VIC
Bennelong, NSW
Mitchell, NSW
Wentworth, NSW
Berowra, NSW
Ryan, QLD
Melbourne, VIC
Chisholm, VIC
Goldstein, VIC
Grayndler, NSW
Curtin, WA
Melbourne Ports, VIC
Warringah, NSW
Fenner, ACT
Menzies, VIC
Reid, NSW
Kingsford Smith, NSW
Canberra, ACT
Wills, VIC
Barton, NSW
Sydney, NSW
Sturt, SA
Griffith, QLD
Brisbane, QLD
Adelaide, SA
Batman, VIC

Parramatta, NSW

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

Jagajaga, VIC
Greenway, NSW
Tangney, WA
Cook, NSW
Mackellar, NSW
Banks, NSW
Moreton, QLD
Watson, NSW
Bruce, VIC
Deakin, VIC
Hughes, NSW
Boothby, SA
Hotham, VIC
Gellibrand, VIC
Werriwa, NSW
Bonner, QLD
Maribyrnong, VIC
Hindmarsh, SA
Perth, WA
Scullin, VIC
Aston, VIC
Swan, WA
Lilley, QLD
Cunningham, NSW
Stirling, WA
La Trobe, VIC
New England, NSW
Blaxland, NSW
Calwell, VIC

Isaacs, VIC

3l

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

47

48

49

50

51

52

53

54

55

56

57

58

59

60

Chifley, NSW
Lalor, VIC
Deniston, TAS
Corangamite, VIC
Fremantle, WA
Gorton, VIC
McMahon, NSW
Solomon, NT
Holt, VIC
Macquarie, NSW
Moore, WA
McEwen, VIC
Mayo, SA
Macarthur, NSW
Dickson, QLD
McPherson, QLD
Oxley, QLD
Eden-Monaro, NSW
Robertson, NSW
Moncrieff, QLD
Makin, SA
Groom, QLD
Dunkley, VIC
Hume, NSW
Fowler, NSW
Lindsay, NSW
Bowman, QLD
Franklin, TAS
Cowan, WA

Fairfax, QLD

61

62

63

64

65

66

67

68

69

70

71

72

73

74

75

76

77

78

79

80

81

82

83

84

85

86

87

88

89

90

Ballarat, VIC
Rankin, QLD
Petrie, QLD
Fadden, QLD
Casey, VIC
Bendigo, VIC
Riverina, NSW
Farrer, NSW
Burt, WA
Indi, VIC
Fisher, QLD
Newcastle, NSW
Murray, Vic
Leichardt, QLD
Shortland, NSW
Flinders, VIC
Corio, VIC
Wannon, VIC
Mallee, VIC
Port Adelaide, SA
Lingiari, NT
Hasluck WA
Herbet, QLD
Richmond, NSW
McMillan, VIC
Whitlam, NSW
Maranoa, QLD
Bass, TAS
Calare, NSW

Barker, SA

91

92

93

94

95

96

97

98

99

100

101

102

103

104

105

106

107

108

109

1o

m

nz

n3

n4

15

16

nz

n8

19

120

MOST
DISADVANTAGED
QUINTILE
Dobell, NSW 121
Wright, QLD 122
O’Connor, WA 123
Parkes, NSW 124

Forde, QLD 125
Gilmore, NSW 126
Dawson, QLD 127
Cowper, NSW 128

Forrest, WA 129
Gippsland, VIC 130

Page, NSW 131

Pearce, WA 132

Lyne, NSW 133
Kingston, SA 134

Capricornia, QLD 135
Grey, SA 136
Kennedy, QLD 137
Durack, WA 138
Blair, QLD 139
Paterson, NSW 140

Flynn, QLD 141
Hunter, NSW 142
Canning, WA 143
Wide Bay, QLD 144

Hinkler, QLD 145
Longman, QLD 146
Braddon, TAS 147

Brand, WA 148

Lyons, TAS 149
Wakefield, SA 150
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Key findings

The following tables show the top five most advantaged and five
most disadvantaged electorates nationally for a range of indicators.
It is ranked from highest-lowest, according to the frequency of the
variable measured in each instance. This is a sample of what was
used and collated to construct the Wages Index.

A snapshot of the data collected in constructing the eight variables
for the model are displayed and it illustrates the disparity in
outcomes and social mobility across the nation. All the datasets
were obtained from the results of the 2016 Census of Population
and Housing released by the Australian Bureau of Statistics.”®

TABLE 4.2
The level of Education - Individuals who completed Year 12 and are now enrolled
in either TAFE/Technical Institution/University/Other Tertiary Institute

TOP 5 MOST EDUCATED ELECTORATES BOTTOM 5 LEAST EDUCATED ELECTORATES

Melbourne, VIC Grey, SA

Chisholm VIC Durack, WA

Ryan, QLD O’Connor, WA

Sydney, NSW Barker, SA

Kingsford Smith, NSW Lingiari, NT
TABLE 4.3

The level of Skills - Members of the working population who identify
as Managers, Professionals, Machine Operators/Drivers and Labourers

TOP 5 MOST SKILLED ELECTORATES BOTTOM 5 LEAST SKILLED ELECTORATES

North Sydney, NSW Fowler, NSW
Wentworth, NSW Blaxland, NSW
Warringah, NSW Calwell, VIC
Bradfield, NSW Longman, QLD
Higgins, VIC Brand, WA
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TABLE 4.4

Ethnic Diversity - Records the population of migrants in each electorate

HIGHEST DIVERSITY

Parramatta, NSW

LOWEST DIVERSITY

Braddon, TAS

La Trobe, VIC Lyons, TAS

Sydney, NSW Grey, SA

Melbourne, VIC Lyne, NSW

Fowler, NSW Parkes, NSW
TABLE 4.5

The level of unemployment in each electorate

MOST ADVANTAGED GROUP LEAST ADVANTAGED GROUP

Wentworth, NSW Hinkler, QLD

Solomon, NT Lyne, NSW

Warringah, NSW Wide Bay, QLD

Grayndler, NSW Canning, WA

Sydney, NSW Cowper, NSW
TABLE 4.6

The number of families in each electorate where both parents are unemployed

MOST ADVANTAGED GROUP LEAST ADVANTAGED GROUP

Canberra, ACT
Hughes, NSW
Cook, NSW
Mackellar, NSW

Corangamite, VIC

Lingiari, NT

Hinkler, QLD

Flynn, QLD
Leichhardt, QLD

Kennedy. QLD
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TABLE 4.7

The availabity and access to the Internet in each electorate

MOST ADVANTAGED GROUP LEAST ADVANTAGED GROUP

North Sydney, NSW

Lingiari, NT
Warringah, NSW Fowler, NSW
Wentworth, NSW Parkes, NSW

Melbourne Ports, VIC Blaxland, NSW

Bradfield, NSW

Werriwa, NSW

TABLE 4.8

The number of sole parent families where the sole parent
is unemployed or not in the Labour Force

MOST ADVANTAGED GROUP LEAST ADVANTAGED GROUP

Sydney, NSW Fowler, NSW
Brisbane, QLD Hinkler, QLD
Wentworth, NSW Wakefield, SA
Melbourne Ports, VIC Chifley, NSW
Warringah, NSW Cowper, NSW

TABLE 4.9

The recorded level of English Proficiency in each electorate

MOST PROFICIENT GROUP LEAST PROFICIENT GROUP

Watson, NSW Lyons, TAS
Werriwa, SW Braddon, TAS
Parramatta, NSW Wannon, VIC
Blaxland, NSW Lyne, NSW
Barton, NSW

Maranoa, QLD
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“| State by State Analysis

The illustrations on the following pages
depict the rankings for access to earnings
in each state, from the most advantaged to
the most disadvantaged electorates.

: From the following maps, it can be seen that a large

2 portion of advantaged electorates fall within the state

V of New South Wales and the Australian Capital Territory
A Saw with Victoria following closely behind. Proportionally

: ; ; in comparison with the nation, the Northern Territory

and Tasmania offer less opportunity for earnings and
improvements in social mobility among the working age
populations in their electorates.
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Median income ranked

The table below displays the
median incomes of the electorates
ranked from 1-150 according to
the data obtained from the ABS
Census of Population and Housing
2016. Wentworth, NSW is the
highest income earning electorate
with the median being $1249
weekly closely followed by North
Sydney, NSW with a median of
$1172 weekly. The lowest earning
electorate in terms of median
personal weekly income is Fowler,
NSW with $458 followed by
Blaxland, NSW with a median of
$468. The difference between the
highest income earning electorate
and the lowest earning electorate is
$791 weekly.

It must be noted that although
wages is the largest component of
income, it is not the only source of
income for individuals. The median
incomes ranked below account
for income earned through wages,
interest rates on investments,
transfers and Centrelink payments,
superannuation, wealth inherited,
income from share holdings etc.
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TABLE 4.10 Median Personal Weekly Income

MOST MIDDLE MOST
ADVANTAGED ADVANTAGED QUINTILE DISADVANTAGED DISADVANTAGED
QUINTILE QUINTILE
Wentworth, NSW $1249 1 Melbourne, VIC $757 3l Petrie, QLD $674 61 Fairfax, QLD $634 91 Newcastle, NSW $577 121
North Sydney, NSW $1172 = 2 Bonner, QLD $754 32 | New England, NSW $674 | 62 Rankin, QLD $634 92 Maranoa, QLD $577 122
Warringhah, NSW $1119 3 Greenway, NSW $753 | 33 O’Connor, WA $674 63 | Robertson, NSW $633 | 93 Corio, VIC $576 123
Solomon, NT $1053 4 Dickson, QLD $750 34 | Macarthur, NSW $673 | 64 Blair, QLD $630 94 Barker, SA $576 124
Melbourne Ports, VIC $1048 | 5 Pearce, WA $738 35 Leichardt, QLD $673 | 65 Makin, SA $624 95 Scullin, VIC $575 125
Canberra, ACT $1020 6 Bennelong, NSW $730 | 36 Aston, VIC $669 66 Gorton, VIC $620 96 Werriwa, NSW $573 126
Grayndler, NSW $1003 7 Stirling, WA $730 37 Cowan, WA $669 67 Holt, VIC $620 97 Richmond, NSW $567 | 127
Fenner, ACT $982 8 Swan, WA $729 38 Forde, QLD $667 68 Farrer, NSW $618 98 Murray, VIC $564 128
Higgins, VIC $974 9 Lindsay, NSW $728 39 Casey, VIC $666 69 Mayo, SA $618 99 Bass, TAS $561 129
Curtin, WA $947 10 Tangney, WA $722 40 | McPherson, QLD $666 | 70 Flinders, VIC $616 100 Chisholm, VIC $561 130
Brisbane, QLD $944 1 Hume, NSW $718 4 Batman, VIC $666 71 Calare, NSW $612 101 Wannon, VIC $560 131
Sydney, NSW $943 12 | Eden-Monaro, NSW $713 | 42 Fadden, QLD $663 72 Parkes, NSW $611 102 Mallee, VIC $555 132
Griffith, QLD $904 13 Macquarie, NSW $712 | 43 Groom, QLD $661 73 Riverina, NSW $610 103 Gippsland, VIC $550 133
Bradfield, NSW $900 14 Lalor, VIC $710 44 Forrest, WA $659 74 Canning, WA $610 104 | Port Adelaide, SA $546 | 134
Durack, WA $898 15 McEwen, VIC $704 45 Lingiari, NT $659 75 Indi, VIC $608 105 Wakefield, SA $544 135
Kooyong, VIC $867 6 Dawson, QLD $699 46 Dunkley, VIC $657 76 Bendigo, VIC $608 106 Gilmore, NSW $539 136
Goldstein, VIC $864 17 Herbert, QLD $695 47 | Corangamite, VIC $656 | 77 | Cunningham, NSW $605 | 107 Grey, SA $538 137
Mackellar, NSW $852 18 Hasluck, WA $692 48 | Moncrieff, QLD $654 | 78 | Shortland, NSW $604 | 108 | McMahon, NSW $536 | 138
Perth, WA $837 19 Wills, VIC $691 49 Menzies, VIC $652 79 Fisher, QLD $603 109 Cowper, NSW $529 139
Hughes, NSW $832 20 Brand, WA $690 50 | Parramatta, NSW $651 @ 80 Kennedy, QLD $602 Nno Bruce, VIC $529 140
Mitchell, NSW $827 21 Bowman, QLD $689 51 Chifley, NSW $651 81 | Maribyrnong, VIC $600 | 11 Braddon, TAS $526 41
Cook, NSW $817 22 Isaacs, VIC $686 52 Banks, NSW $650 82 Ballart, VIC $598 n2 Lyons, TAS $513 142
Berowra, NSW $798 23 Deakin, VIC $684 53 Hindmarsh, SA $648 | 83 Dobell, NSW $596 n3 Page, NSW $513 143
Moore, WA $788 24 La Trobe, VIC $683 54 Franklin, TAS $646 84 Hotham, VIC $595 na Wide Bay, QLD $504 | 144
Ryan, QLD $785 25 Adelaide, SA $682 55 Barton, NSW $644 85 Hunter, NSW $594 15 Lyne, NSW $496 145

Kingsford Smith, NSW $784 | 26 Boothby, SA $680 56 Moreton, QLD $644 86 Paterson, NSW $591 ne Watson, NSW $496 146

Fremantle, WA $780 27 Burt, WA $679 57 Denison, TAS $643 87 Kingston, SA $590 nz Calwell, VIC $493 147
Lilley, QLD $778 28 Gellibrand, VIC $679 58 Flynn, QLD $642 88 Whitlam, NSW $587 18 Hinkler, QLD $487 148
Reid, NSW $769 29 Oxley, QLD $679 59 Sturt, SA $642 89 Longman, QLD $585 n9 Blaxland, NSW $468 149

Jagajaga, VIC $759 30 | Capricornia, QLD $676 | 60 Wright, QLD $634 90 McMillan, VIC $580 120 Fowler, NSW $458 150
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Methodology for the model

In calculating the econometric model for the
determination of wages, eight variables were
considered. There are many other factors that
determine the access to wages but the most
critical factors were explored in this report.
Academic evidence and empirical studies have
shown correlations between these chosen
factors and the individual's access to wages.

Different weightings were applied to the
variables and their subcategories. The
weightings ranged from +0.75 to -0.25 and were
applied to each subset within the variable in
accordance to firstly whether it was positively/
negatively correlated with the individual’s
access to wages, and secondly, in order of how
strong this correlation was. The numbers were
generated based on the academic literature
which demonstrated the strength of the
correlation.

The variables were then divided by the working
age population in each electorate in order

to create standardisation among the results
since this index is calculated for the access to
wages across the electorates and therefore only
applies to the subset of the population that is
working. The combined total was finally ranked
in order of importance (percentage distribution
out of 100 per cent) as to what extent these
factors determine the access to wages. The
final rankings were then listen from 1-150 for the
electorates, according to the most advantaged/
disadvantaged electorates in the access to
wages in Australia.

Median personal weekly
income methodology

In calculating the ranking for median incomes
per person weekly, the dataset was directly
obtained from the ABS 2016 Census of
Population and Housing. The tables were
constructed for each Commonwealth Electoral
Division using TableBuilder. The data was then
exported to Microsoft Excel and the median
personal weekly income for each electorate

was calculated. This was then ranked nationally
to show the differences in median incomes
across the 150 electoral divisions for the entire
population; it was not specific to simply the
working age population. The entire population of
the electorate was considered in the calculation
so that a broad idea of the social mobility within
the electorate could be illustrated.

The table below displays the variables selected
for the model and shows their sub-categories
as obtained from the ABS with the relevant
weightings applied.
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The Variables

VARIABLE

DESCRIPTION OF SUBCATEGORIES

WEIGHTING OF
IMPORTANCE

Education

This variable accounted for all the individuals in

the electorate who had completed high school/
Year 12 equivalent and were currently enrolled in
either TAFE/Technical College and University,/Other
Tertiary Institute.

20%

English Proficiency

The data was separated into categories for
individuals who spoke English - Very well, Well,
Not well and Not at all. The weightings were
graded accordingly.

20%

Skills

The subcategories were divided into two broad
categories of High skilled and Low skilled workers
which included Managers and Professionals in the
High Skill subset and Machine Operators, Drivers
and Labourers in the Low Skill subset.

20%

Unemployment

The unemployment rate in each electorate were
classified into people Looking for Full Time’,
‘Looking for Part Time’ and ‘Not in the Labour
Force’.

10%

Family Employment

The data obtained was separated into three sub-
categories: ‘Both Partners employed full time’, ‘One
employed Full Time and the other Unemployed’
and ‘Both Unemployed’.

5%

Ethnicity
and Birthplace

This variable included 3 broad categories:
Birthplace (Australia/New Zealand), Year of
Migration to Australia (Separated into 4 cohorts)
and Percentage of Indigenous/Torres Strait Islander
peoples in each electorate.

10%

Internet Access

The variable comprises people whose dwelling
offers internet access and dwellings that do not
offer access - therefore people have no access to
the internet.

10%

Sole Parenthood

The percentage of one parent families in each
electorate were recorded. The subcategories
were: ‘one parent families that were unemployed’
and ‘one parent families that were not in the
Labour Force’,

5%
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CONCLUSION

Economic opportunities are partly
determined by factors beyond a
person’s control and the equality
in accessing opportunities is
achieved when these factors

do not play a part in achieving
economic outcomes. Empirical
studies show that economic
weaknesses following the

Great Recession reduced the
potential growth of economies
and a critical contributing factor
to this was persistent high
unemployment, especially long
term unemployment. This could
be a problem in Australia if
nothing is done to address the
unemployment rates especially
if long term unemployment is left
to grow unchecked. Additionally,
youth unemployment must

be avoided at all costs as it is
pernicious to the economy and
has social costs on families and
living standards.

Taxes on the high income earners in the top 10
per cent who save a significant proportion of
their income have the least damaging effect

on aggregate demand. On the contrary, taxes
on lower income individuals have the most
adverse effect on aggregate demand. Hence a
reform which increases the progressivity of the
tax system improves the distribution of income,
and additionally results in a significant impetus
to the economy.

A change in other forms of taxes can also lead
to a more direct stimulation of the economy.
An increase in the inheritance tax can lead

to incentivising the wealthy to consume now.
A tax on pollution encourages firms to make
carbon-reducing investments and leads to
ripple benefits and raises revenue which
incentivises firms to retro-fit thus encouraging
investment that leads to higher output and
employment.

It is demand that creates jobs and high
inequality destroys jobs accordingly.”

The spread of wealth in Australia is more
unequal than for income, due to home
ownership rates. Due to the accumulation of
wealth over the working life of individuals,
Australia has historically had a high rate of
home ownership than comparable countries.

However, in 2014, less than 20 per cent of
people living in Sydney aged 18-39 were home
owners in comparison to 36 per cent or more
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in the ACT, urban Northern Territory and non-
urban regions of Australia. This is a depiction
of the soaring house prices nationally and the
differences in income between individuals
across states.”®

Especially significant was that home ownership
differed in certain employment categories.

In 2014, home ownership was distinctly rare
among community and personal services
workers, sales workers and labourers. Renting
has increasingly become common among the
younger generation due to the changes in the
distribution of income and the unaffordability
of housing.

Research indicates that from an early age,
differences in circumstances affect the access
to opportunity and wages in the long run.
Income support and the government social
welfare system can aid in alleviating the effect
of intrinsic disadvantage present in certain
communities and remove the barriers to
moving up the income ladder for individuals.”®
The relationship between inequality and
economic growth arises from limited
opportunities for human capital investment for
children at the lower levels of socio-economic
distribution.””

Programs such as early childhood, preschool
programs and other such early development
support can aid in school achievement and
job performance of individuals as they join
the workforce. Helping parents in looking for
jobs and applying for government services by

making them aware of the available services
could also help bridge the gap in the equality
of opportunity.

Opportunity stems from many sources,
including demographic characteristics that
individuals cannot change such as parents’
educational level or their racial heritage,
personal characteristics and attributes, such
as determination or intelligence, and inherent
conditions present in communities like
quality schools and safe streets.”? Community
conditions are highly amenable to policy
change and can, through collective efforts,
improve the access to opportunity and quality
of life for individuals. Some communities
have features that open many doors to its
occupants, others unfortunately do not.

High levels of inequality in a society can have
damaging effects on the individuals and lead
to adverse effects on levels of education, skills
acquisition and labour market outcomes; to
name a few.

This report seeks to highlight the differences in
the access to earnings across electorates and
identify the important factors that determine
one’s earnings ability. The findings of this
report serve as an evidence base for increasing
income inequality in Australia and urges for
policy reform and other programs in order to
improve the access to economic opportunities
for individuals and thereby increase social
mobility in the economy as a whole.
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