Office of Hon Simon Bridges

MP for Tauranga

Minister of Energy and Resources

Minister of Labour

Associate Minister for Climate Change Issues

2 8 MAR 2014

Alex Harris
fyi-request-1500-3b2e0ebe@requests.fyi.org.nz

Dear Alex

| refer to your Official Information Act (the OIA) request dated Monday, 3 March 2014
requesting:

On 24 February 2014 the government announced that it would be increasing
the minimum wage by 50 cents an hour ("Govt to increase minimum wage”,
govt press release). | would like to request the following under the OJA:

* all advice (including emails, minutes, aides memoire, briefing notes, cabinet
papers elc) relating to this decision.

| have interpreted this request to mean all advice | received pertaining to the decision to
increase the minimum wage for 2014 from officials at the Ministry of Business, Innovation
and Employment (the Ministry). The following documents fall within the scope of your

request:
' Doc No, - Dasc_ﬁption L | Date
1 Briefing: Minimum Wage Review 2013 Pracess 3 Oct 2013
2 Email: Briefing on progress in Minimum Wage Review 2013 20 Nov 2013
Attachments: Draft Briefing: Progress Report on the Minimum Wage
Review
3 Briefing; Progress Report on the Minimum Wage Review 2013 20 Nov 2013
4 Briefing: Minimum Wage Review 2013 report 13 Dec 2013
Attachment: Report; Minimum Wage Review
5 Email: Minimum Wage Review 2013 (sent with briefing) 16 Dec 2013
Attachment: Report — Minimum Wage Review
6 Briefing: Minimum Wage Review 2013 10 Feb 2014
Attachments: Cabinet Paper — Annual Minimum Wage Review 2013 and
Minimum Wage Order 2014
Regulatory Impact Statement; Minimum Wage Review 2013
7 Email; Speaking points for EGI Min Wages 17 Feb 2014
Attachment: Speaking points for EGI; Minimum Wage Review 2013

Private Bag 18041, Parliament Buildings, Wellington 6160, New Zealand. Telephone 64 4 817 6835 Facsimile 64 4 817 6535






8 Email: Q & A on Minimum Wage 19 Feb 2014
Attachment: Questions and Answers on the Minimum Wage Review

The names of officials below manager level and contact information has been withheld from
these documents under section 9(2){(a) and 9(2)(g)(ii) of the Act, which refers to protecting
the privacy of natural persons and the maintaining the effective conduct of public affairs the
protection of employees from improper pressure or harassment.

Some information is withheld under section 9(2)(g)(i) of the Act to maintain the effective
conduct of public affairs through the free and frank expression of opinions between Ministers
of the Crown and employees of any department or organisation in the course of their duty

In making my decision to withhold some information under section 9(2} of the Act, | have
taken into account the public interest considerations in section 9(1). | do not consider that
the withholding of any information under section 9(2) of the Act is outweighed by public
interest considerations in making the information available.

| am declining to release the Cabinet paper: Annual Minimum Wage Review 2013 under
section 18(d) of the Act as it is or soon will be made publicly available on the Ministry’s
website.

The Minimum Wage Review 2013 and the Regulatory Impact Statement: Minimum Wage
Review 2013 is also refused under section 18(d) of the Act as they are publically available
on the Ministry's website at: http://www.dol.govt.nz/er/pay/backgroundpapers/2013/index.asp

The Regulatory Impact Statement is also available on The Treasury website:
http://iwww.treasury.govt.nz/publications/informationreleases/ris/pdfs/ris-mbie-mmw-
feb14.pdf

You have the right to contest the decision to withhold information by seeking an investigation
and review of that decision by the Ombudsman, whose address for contact purposes is:

The Ombudsman

Office of the Ombudsmen
P O Box 10-152
WELLINGTON

If you wish to discuss the way your request has been interpreted or this response, or if you
require any further assistance, please contact Tracy Torrance, Private Secretary - Labour,
on 04 817 9810 or email Tracy.Torrance@parliament.govt.nz.

Yours sincerely
L ]

Hon Simon Bridges
Minister of Labour
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In Confidence

Ministry of Business,
Innovation & Employment

Ministry of Business, Innovation and Employment Briefing:

Minimum Wage Review 2013 Process

Date Sent: 3 October 2013 Tracker No: [ 13/05217

Action Sought

‘ Action Sought Deadline for Agtion
Minister of Labour Agree to start the minimum wage 10 Octo 0
(Hon Simon Bridges) review 2013 and sign the attached ¢
letters to the social partners inviting « @ )
submlssions
Agencies Consulted @\@ /\@

N\ NN,

S
Contact for Telepho A@@ton CO L

Name P{\m\% (\@(@)\S\) Telephone 1st Contact

oli ¥ Advis Withaetd () N/A
-Standards Pl £902)00)
iokAdvisor, Employment | W 7hHE(S ) N/A
S?:édg licy £ 902)0)
Gerard Cf Q% ager, Employment "withherd! wk) | vethirerd v
A<\ ndards Policy £Gr2)09)(5)' £92)5) )

ister's Office Actions

If signed, send the altached letters to Phil O'Reilly, Business New Zealand and Helen Kelly, the New
Zealand Coungcll of Trade Unions.

Enclosure: Yes (Letters to Phil O'Rellly and Helen Kelly)

Minister's Comments

In Confidence
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: "ﬁ{? Ministry of Business,
£ Innovation & Employment

3 October 2013 13/05217

Ministry of Business, Innovation and Employment Briefing:
Minimum Wage Review 2013 Process

Ehwrs
SR
3

Recommended Action

b agree to start the minimum wage review 2013 &
Agree/disagree @ @

¢ slgn the attached letters to Business New Zealaid)s ,, ouneil of
Trade Unions respectively to invit Sie ETRVIRWH-you agree.

Hon Simon Bridges
Minister of Labour

I

—— — —

In Confidence
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Purpose

1. This briefing outlines the proposed process for the minimum wage review 2013. it
recommends that you begin the review process by signing the attached letters to
Business New Zealand and the New Zealand Council of Trade Unions (CTV).

Background

Obligation and objective of the minimum wage review

2. As the Minister of Labour, you have a statutory obligation to review minimum wage
rates by 31 December each year under section 5 of the Minimum Wa 1983. You
fulfil this obligation by considering the Ministry of Business, Innovatio

Employment (the Ministry)'s review report.

3. In 2012 Cabinet confirmed the Government's new objective for the mini
review which is to keep increasing the minimum w e.;* af Yirme to p e igal
income of low-paid workers while minimising je ‘- RSES{CAB Mj refers).

4.  The current adult minimum wa ion to the adult minimum
wage, there are minimun iNg-ou afic um training rates set at $11.00

Current minimum wages

0 per cent of average ordinary hourly eamings and 65 per cent of
ian total houry eamings

@ % paid to just over 90,000 New Zealand workers, making up about 4 per cent of all

employees

. more likely to be paid to young people, women, Maori, Pacific peoples and
people without formal qualifications

. more likely to be paid to workers in the retail and hospitality industries
. high compared with other OECD countries: it is the fourth highest relative to the

median wage (after Turkey, Chile and France) and the sixth highest in terms of
purchasing power parity.

Review process

6. In 2012, Cabinet agreed to adopt a cyclical process for the annual review of the
minimum wage rate. A comprehensive review (as was completed in 2011) will be
completed every fourth year, with a streamlined process In the intervening years.

in Confidence



10.

In Confidence

The 2013 review will follow the streamlined process. Formal consultation will be limited
to Business New Zealand and the CTU and the Ministry will focus its analysls on the
following factors when assessing the options of minimum wage rates for 2014:

. inflation, using the Consumers Price Index (CPI) as the indicator

. wage growth, using median wage as the indicator

. restraint on employment, and

. other relevant factors.

activities in the annual review are:

The timeframe for the review process is outlined in the following diagram, Ygur main

° inviting submissions from the social partners (by 18 Octobs

and

YT N o

t\m_t:,;nuite subrmlssions fromlhamlalﬂ ’
partners {allowing four weeks for a response)
bysending attached letters

Ministry recelves submisstonsirom social
partners and meets with submitters to
discuss thelr views

deciding what recommenda

Minislrydevelops options for consideration,
analyses oplions, consults with other
government agencles and prepares repast

Draft report provided to you by 6
Decamber

Finat report provided to you by 13
December

You daclde what recommendations to

submlt to Cahinet
Ministry prepares Cabinet paper

Caliinet decides on the minimum wage
rates for 2014

Any changes are made through an Order In
Counciland come into force 1 April 2014

Conventionally, any change in the minimum wage occurs on or before 1 April. We
recommend you continue this approach to provide consistency for employees and
employers and to align with annual adjustments to the thresholds for the

accommodation supplement and the Minimum Family Tax Credit.

Traditionally, we publish the annual review report, along with the relevant Cabinet
paper, on the Ministry's website after the completion of the review. We will seek

approval from you in due course.

In Confidence
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Proposed options for assessment

11. The Ministry proposes to develop and analyse a range of options for the minimum
wage rates for 2014 and assess them against the above criteria, using a model
developed by NZIER. An indicative set of options for consideration is as follows:

. Option 1:  $13.75 an hour (status quo)
. Optlon 2:  $13.80 an hour (CPI)
. Option 3:  $14.00 an hour (QES)

° Option 4: $14.25 an hour

e  Option5: $15.00 an hour @ «
. Option 6:  $18.40 an hour « @

12. The options have been developed to provide a wid ge ofnlternati ey fange
from the status quo {option 1) to the living wag { age
Aotearoa New Zealand of $18.40 (option 6] ‘ with the

i) on 3 is in lIne with
ployment Survey

annual CP! change to the June 2013guatler 8

the annual change in average wade ﬁg i

(QES) June 2013 (1.8 per cenf). Opti : 5 v-hf- d as intermediate options
d bythe C g-assessed in the previous

(option 6 was originall AN, Was
minimum wage re @ %
13. R al gssesspnent and modelling purposes. There is no

4

d like us to consider.

Y

n addition {o consulting with Business New Zealand and the CTU, we intend to consult
these government agencies: The Treasury, the State Services Commission, Ministry of
Pacific Island Affairs, Te Puni Kokiri, Ministry of Women's Affairs, Ministry of Social
Development (MSD), Ministry of Health (MoH), Ministry of Education {MinEd), Accident
Compensation Corporation (ACC), Inland Revenue and the Department of Prime
Minister and Cabinet.

op
ul
O%

16. We will seek input from MSD, MoH, ACC and MinEd for assessing the fiscal impact of
the different options for the minimum wage.

withhé(d s 9/2)(9)(7)

MBIE-MAKO-9285565In Confidence
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Recommended course of action

19.  Itis recommended that you agree to start the minfmum wage review 2013 and sign the
attached lelters to Business New Zealand and the CTU.

© &
e
S Ny
NS
2 @
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Office of Hon Simon Bridges

MP for Tauranga

Minister of Energy and Resources

Minister of Labour

Associate Minister for Climate Change Issues

Phil O'Reilly

Chief Executive
Business New Zealand
P O Box 1925
WELLINGTON 6140

Dear Mr O'Reilly,
MINIMUM WAGE REVIEW 2013 CONSULTATION @@ «
r ?

| am writing to invite you to make a submission on this year's mini age review.
Minister of Labour | am required under section 5 of the Minis? %e ct 198%to a

roce iy Cabinet in 2012, which
ploy bt factors.
: -‘- seek furtherconsultét.ion in support of your

ached questionnaire in preparing your

focuses on inflation, wage

As you have done
submission. a met

b@n%eithen
% X SR 57080),

esS, Innovation and Employment,

emailto M/bheld s A(DV&)e)

| would appreciate it if you could forward your submission by Friday, 15 November 2013. If
you would like to meet and talk with officials from the Ministry regarding your submission,
please contact Gerard Clark, Manager - Employment Standards Policy, Ministry of Business,
Innovation and Employment on 04 901 8590 or Gerard.Clark@mbie.govt.nz.

Yours sincerely,

Hon Simon Bridges

Minister of Labour

Private Bag 18041, Parliament Buildings, Wellington 6160, New Zealand. Telephone 64 4 817 6835 Facsimile 64 4 817 6535
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APPENDIX - Questionnaire for the minimum wage review 2013

1.

What impacts have you observed as a result of changes to the minimum wage? (You
may wish to discuss the April 2013 increase, and/or increases over the past 5 years.
Please define the time period you are discussing).

What are the gains or positive impacts likely to be from a moderate increase in the
minimum wage rates for the people you represent? (The 2013 increase was 25
cents).

What are the costs or negative impacts likely to be from a moderate increase in the
minimum wage rates for the people you represent? (The 2013 increase was 25
cents).

How do you see the minimum wage working with other employment e~
related government interventions? (For example the tax syste

assistance).

What sector or industry-specific issues related to ¢ %@e mini ag
you aware of? In what circumstances or types o

Do you think there are any additional iss to mini

men }

relevant to specific groups you represént?
people with disabilities, migrants, t&mpo orke
_ N priate satf
Why?
Are there any @ ¥GU
minimurr@ ; § g

es that are
¢ Island peoples,
employers?)

14 adult minimum wage?

praise in relation to changes to the

In Confldence




Office of Hon Simon Bridges

MP for Tauranga

Minister of Energy and Resources

Minister of Labour

Assaciate Minister for Climate Change Issues

Helen Kelly

President

New Zealand Council of Trade Unions
P O Box 6645

WELLINGTON 6141

Dear Ms Kelly,

MINIMUM WAGE REVIEW 2013 GONSULTATION @ «
| am writing to invite you to make a submission on this year s ﬁ reviewi ;@

Minister of Labour lam required under section 5 of the %e Act

The Government's objective for the minimun eep } mrmmum wage
3 i ; d job losses’.
R ¢.. Cabinet in 2012, which

b'seek further consultation in support of your
ed questionnaire in preparihg your

This year's review will follow t
focuses on inflation, wage

As you have done
submission are’wekcome

either:

g (DX SR 57080),
s, Innovation and Employment,

GTON 6140

emailto, M i¥), Leld sA(2)Ca¢)

1 would appreciate it if you could forward your submission by Friday 15 November 2013. If
you would like to meet and talk with officials from the Ministry regarding your submission,
please contact Gerard Clark, Manager - Employment Standards Policy, Ministry of Business,
Innovation and Employment on 04 901 8590 or Gerard.Clark@mbie.govt.nz,

Yours sincerely,

Hon Simon Bridges

Minister of Labour

Private Bag 18041, Parliament Buildings, Wellington 6160, New Zealanid. Telephone 64 4 817 6835 Facsimile 64 4 817 6535
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APPENDIX - Questionnaire for the minimum wage review 2013

1.

What impacts have you observed as a result of changes to the minimum wage? (You
may wish to discuss the April 2013 increase, and/or increases over the past 5 years.
Please define the time périod you are discussing).

What are the gains or positive impacts likely to be from a moderate increase in the
minimum wage rates for the people you represent? (The 2013 increase was 25
cents).

What are the costs or negative impacts likely to be from a moderate increase in the
minimum wage rates for the people you represent? (The 2013 increase was 25

cents).
e— 5 ;
imu age é
=' §s that are

How do you see the minimum wage working with other employment apng
related government interventions? (For example the tax system anehso
assistance).

What sector or industry-specific issues related to cha - e
you aware of? In what circumstances or types of wc@

relevant to specific groups you repres
people with disabilities, migrants, t

What would you consider
ot @
Are there any

mimmum

Aine

In Confldence
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From: Gerard Clark

Sent: Wednesday, 20 November 2013 12:36 p.m.

To: Chloe Hood

Subject: - 20131119_briefing_on_progress_in_MWR_2013_v3_
Attachments: 20131119 briefing_on_progress_in_MWR_2013_v3_.docx

Hi Chloe — here's what we're suggesting — can you let me know thoughts reasonably quickly? Cheers
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Review 2013

& MINISTRY OF BUSINESS,
il INNOVATION & EMPLOYMENT

BRIEFING

Progress Report on the Minimum Wage
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RECOMMENDED ACTION

The Ministry of Business, Innovation and Employment recommends that you:

a note the progress for the minimum wage review 2013

Noted

b note that the following options will be assessed in the final review repart, due to \@MB

December 2013

» $13.75 an hour (status quo) @
* $13.90 an hour (in line with CPI change)

*  $14.00 an hour (in line with annual average wage chan @

* $14.25an hour (in line with annual median wage char

s 515,00 an hour

e $18.40 an hour (proposed as a ‘living wa

&

Noted

Hon Simon Bridges
s Palicy Minister of Labour
ion and Employment

BRIEFING; Progress Report on the Minlmum Wage Review 2013 Page 2 of 5
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Purpose

1. This briefing reports on the progress in the minimum wage review 2013 (the review).

Background

2. You agreed to start the minimum wage review 2013 in October and sent letters to Business New
Zealand and the New Zealand Council of Trade Unions {CTU) inviting their submissions on the review
(briefing 13/05217 refers). You subsequently asked for a progress report from the Ministry.

3. The Ministry is following the streamlined process for the review.® Formal consultation is limited to
Business New Zealand and the CTU, and the analysis of the options is focused on the following

factors:

» inflation, using the Consumers Price Index (CPI) as the indicator @ «
s wage growth, using median wage as the indicator @

* restraint on employment, and

s other relevant factors.

Review progress
4, The review takes place while the econo

in the year to September 2
the economic recessio

ny proposed level of minimum wage. Options proposed to
based on the status quo, CPI change, average and median

Option 4:  $14.25 an hour {in line with annual median wage change)
e Option5: $15.00 an hour (previously proposed by the CTU)
e Option6: 518.40 an hour (proposed as a ‘living wage’).

6. Some specific impacts of these options are summarised in the attached table — Annex 1.

7. The Ministry has sought support from the Ministry of Social Development, the Ministry of Health, the
Accident Compensation Corporation (ACC) and the Ministry of Education for assessing the fiscal
impact of the different options for the minimum wage®. Their estimates will be added up to give an
indication of the total fiscal impact. This analysis will be included in the final review report.

!|n 2012, Cabinet agreed to adopt a cyclical process for the annual review of the minimum wage, with a comprehensive review
completed every fourth year and a streamlined process in the intervening years,

% This is according to the Household Labour Force Survey: September 2013.

? We have also asked the four state sector agencies to consider the impacts of two further rates {$14.50 and $14.75) so that our
maodel can better assess the impacts of any propasals up to $15.00 an hour.

BRIEFING: Progress Report on the Minimum Wage Review 2013 Page 3 of 5
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3. You invited submissions from Business New Zealand and the CTU:

. Business New Zealand submitted that the minimum wage be maintained at its present level
until it falls below 25% of the average national wage, which equates to just under $7 an hour.*

. The CTU has made a substantive submission for the review. Their preference is for an
immediate rise in the minimum wage to 66 per cent of the average ordinary time wage,
estimated at $18.63 an hour for April 2014. However, they suggest a possible alternative is to
move to this position over three years with $15.50 an hour as from 1 April 2014. We will meet
with the CTU to discuss their submission.

Next steps

9. We will complete our final review report and submit it to you on 13 December @e report VK
include: Q g : @

¢ an analysis of the economic climate and labour market outl E }

s how the options are developed for the review @ %
® acomparative analysis of the level of current minjn

» detailed assessment of impacts of the minimurk %- ns fo

* analysis of the interface of minimum wag w‘h\ ef gove rﬁ% véntion

10. In preparing the final review re Ministry will fu angult with the following state
agencies: The Treasury, the s Commissi of Pacific Island Affairs, Te Puni
Kdkiri, Ministry of Wo i land Reve e Department of Prime Minister and
Cabinet. "%

4 The current average ordinary time hourly wage is $27.98 an hour according to the Quarterly Employment Survey in September
2013,

BRIEFING: Progress Repott on the Minimum Wage Review 2013 Page 4 of 5
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MINISTRY OF BUSINESS,
INNOVATION & EMPLOYMENT
HTKINA WHAKATUTUKI

BRIEFING

Progress Report on the Minimum Wage

Review 2013

Date:

20 November 2013

Priority:

Routine

Security

Classification:

In Confidence

Tracking number:

1082 13-14

N
ACTION SOUGHT AX\@ R m
B Action sought SO De\aﬁllin;bx
Hon Simon Bridges en\#ber 2013
Minister of Labour
CONTACT FOR TELEPHO&WF ((—%\S\)
SN
Name Aﬂgﬁ% /\(&\f Telephone 1st contact
Gerard C M/ er, E\m@&ment 4% {7 7?:')";") ) v
ﬁtm@%\d;)f’o icy € J
\V=g
Nr'f ’ ﬁ%vyﬂ&Advison Employment s9c2)a) - N/A
:9/2)/0 andards Policy
Policv Advisor, Employment £902)(?) ] N/A
U Standards Policy
THE FOLLOWING DEPARTMENTS/AGENCIES HAVE BEEN CONSULTED
[]msp (I nzTE [ Treasury [Jcomu [J7ec [ moE
[] mMFAT [ ooc L] mfe [] moH [Jrex [] other
Please specify
Minister’s Office to Complete: [] Approved [] peclined
[] Noted [C] Needs change
[ ] seen (] overtaken by Events
[ see Minister’s Notes [[] withdrawn
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RECOMMENDED ACTION

The Ministry of Business, Innovation and Employment recommends that you:

a note the progress for the minimum wage review 2013

Noted

b note that the following options will be assessed in the final review report, due to you on 13

December 2013 @
e 5$13.75 an hour {status quo) @ S )
* $13.90 an hour (in line with CPI change)

¢ 514.00 an hour (in line with annual average wage change}>

*  $14.25 an hour {in line with annual median wage change
s $15.00an hour @

o $18.40 an hour {proposed as a ‘living w

Hon Simon Bridges
Minister of Labour

BRIEFING: Progress Report on the Minlmum Wage Review 2013 Page 2 of 5
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Purpose

1. This briefing reports an the progress in the minimum wage review 2013 (the review).

Background

2. You agreed to start the minlmum wage review 2013 in October and sent letters to Business New
Zealand and the New Zealand Council of Trade Unions (CTU) inviting their submissions on the review
(briefing 13/05217 refers). You subsequently asked for a progress report from the Ministry.

3. The Ministry is following the streamlined process for the review.! Formal consultation is limited to
Business New Zealand and the CTU, and the analysis of the options is focused on the following

factors:
e inflation, using the Consumers Price Index {CPI} as the indicator ’S@@ @

» wage growth, using medlan wage as the indlcator
Review progress @@ %
4.  The review takes place while the economig r: y is gainin @ﬁ employment rate rose from

+ restraint on employment, and
s otherrelevant factors. @
63.4 per cent to 64.4 per cent un byme oppeadfrom 7.3 percent to 6.2 per cent

in the year to September , er, the ate is still high compared with prior to
the economic recessi

@oposed level of minimum wage. Options proposed to
re based on the status quo, CPl change, average and medijan

issions from social partners. The review report will therefore
ing options:

¥13.90 an hour {in line with CPI change)
$14.00 an hour {in line with annual average wage change)
Opfion 4:  $14.25 an hour (in line with annual median wage change)

s " Optlon 5: $15.00 an hour (previously proposed by the CTU)
» Option6: $18.40 an hour (proposed as a ‘living wage').

6.  Some specific impacts of these options are summarised in the attached table — Annex 1.

7. The Ministry has sought support from the Ministry of Social Development, the Ministry of Health, the
Accident Compensation Corporation (ACC) and the Ministry of Education for assessing the fiscal
impact of the different options for the minimum wage. Their estimates will be added up to give an
indication of the total fiscal impact. This analysis will be included in the final review report.

11n 2012, Cablnet agreed to adopt a cyclical process for the annual review of the minlmum wage, with a comprehensive review
completed every fourth year and a streamlined process Iri the Intervening years,
2 Household Labour Force Survey: September 2013,

BRIEFING: Progress Report on the Minfmum Wage Review 2013 Page 3 of 5
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8, You invited submissions from Business New Zealand and the CTU:

* Business New Zealand submitted that the minimum wage be maintained at its present level until
it falls below 25% of the average national wage, which equates to just under $7 an hour.?

» The CTU has made a substantive submission for the review. Their preference is for an immediate
rise in the minlmum wage to 66 per cent of the average ordinary time wage, estimated at 518.63
an hour for April 2014. However, they suggest a possible alternative is to move to this position
over three years with $15.50 an hour as from 1 April 2014. We will meet with the CTU to discuss
their submission.

Next steps

9. We will complete our final review report and submit it to you on 13 December 201 e report wiil
include:

* an analysis of the economic climate and fabour market outlook « @
» how the options are developed for the review @ § K%

» acomparative analysis of the level of current minimu
» detailed assessment of impacts of the minimum w
= analysis of the interface of minimum wages-wit

10.  In preparing the final review report, the is
5

agencies: The Treasury, the StateSeryice missiog af Pacific Island Affairs, Te Puni
Kokiri, Ministry of Women’, iland Revents the Department of Prime Minister and

@%% @@@

® This Is calculated by the Ministry using the current average ordinary time hourly wage of $27.98 an hour according to the
Quarterly Employment Survey In September 2013.
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RECOMMENDED ACTION

The Ministry of Business, Innovation and Employment {the Ministry) recommends that you:

a

note the content of the minimum wage review 2013 report

Noted

note that the Ministry recommends a modest increase to the adult minimum wage rate (so that the
adult minimum wage rate is within the range of $13.90 to $14.25) that maintains or increases the
real value of the minimum wage while not constraining employment growth

Noted @ «
indlcate by 7 February 2014 to the Ministry what adult minimum wa uld li o@
recommend to Cabinet for 2014

agree that the starting-out minimum wage rate and thetre

per cent of the adult minimum wage rate @
Agree/disagree @

Hon Simon Bridges
Minister of Labour

ment Standards Policy
siness, Innovation and Employment

BRIEFING: Minlmum Wage Review 2013 report Page 2 of 6
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Purpose
1. The Ministry has reviewed the minimum wage rate and produced a review report. Your consideration

of the report fulfils your statutory obligation to review the minimum wage rates by 31 December
2013.

2. This briefing provides you with the minimum wage revlew 2013 report and seeks your declsion on
the minimum wage rates for 2014.

Main points of the review report

Bockground
3. You have a statutory obligation under section 5 of the MinImum Wage A % the 6 ‘
ge

of the minimum wage by 31 December each year.

4.  The Government’s objective for the minimum wage review. AEp i ini%;m:wa

5. The current minimum wage rates are $13.75
workers and trainees.

They are often wome
workers, or refug

nd analysing different options for the minimum wage, then modelling the impact. of each option.

@ o'fulfil the objective of the minimum wage review, the Ministry continues its practice of developing
The review report provides an assessment of the following options:

e Option1: $13.75 an hour (status quo)

e Option2: $13.90 an hour (in line with CPI change)

* Option3: $14.00an hour (in line with annual average wage change)

s Option4: $14.25 an hour {in line with annual median wage change)

s Option5: $15.00 an hour (previously proposed by the New Zealand Councll of Trade Unlons)
» Option6: $18.40 an hour (proposed as a ‘living wage').

9.  Some specific impacts of the minimum wage increase optjons are summarised in Tahle 1.

10. Minimum wage workers are benefit directly from any increase in the minimum wage through
increased earnings. They may also be the first to experience any negative impacts that could result
from a change in the minimum wage. Minlmum wage Increases may have negative employmeént
effects, including lower job growth and reduced hours, particularly from a significant rise in the level

BRIEFING: Minfmum Wage Review 2013 report Page 3 of &
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11.

12.

of the minimum wage. Particular demographic groups {e.g. youth, Maori/Pacific) are more likely to
experience negative effects from the minimum wage,

The extent of any employment effects will depend on the size of the wage increase and the economic
and labour market context in which it occurs. The Ministry’s modelling indicates that an Increase In
the minimum wage of up to 5% in the current economic climate is not likely to inhibit overall
employment growth. An increase to $14.50 an hour would start to constrain employment growth.

An increase in the minimum wage will increase labour costs for employers, especially for those
Industries that employ a large number of minimum wage workers such as retail and hospitality. This
could result in greater inflation pressure. An increase in the minimum wage will also have a fiscal
impact on the state sector, mainly the Ministries of Health, Social Development and Education and
the Accident Compensation Corporation (ACC).

Consultation @\%

13.

©

The Ministry consulted with social partners Business New Z iness NZ) e
Zealand Council of Trade Unions {NZCTU} in the. review

® Business NZ submitted that the minimu AEe aine‘ af it evel until it falls
below 25% of the average natlonal wq urrently ‘ 7 an hour

] t

dge to 66 per cent of the average

0 ithi asufy, Te Punl Kokiri, and the Ministries of Social
en's Affairs, Health and Education on the minimum wage

ey *The Departmen Ime Minister and Cabinet has been Informed of the review. Some
aagéncies @d an early indication of their preferred options, which will be confirmed
5s:

¥y —retaining the status quo of $13.75 an hour

mistry of Pacific Island Affairs — increasing to $14.25 an hour (option 4)
* Te Puni Kokiri -- increasing to $16.00 an hour

s Ministry of Social Development — increasing to $14.00 an hour (option 3)
e  Ministry of Women’s Affairs — increasing to $14.25 an hour {option 4).

The Ministry’s recommendations

15,

Setting the minimum wage rate requires balancing the benefits of any changes, such as the
protection of the lowest paid, against the costs that any changes might bring, such as employment
impacts. The Ministry considers that a modest increase is appropriate In the current labour market. A
modest increase aligns with the cautious approach taken in the previous reviews. It means a small
Incremental adjustment that maintains ot increases the real value of the minimum wage while not
cahstraining employment growth, The following options align with this approach:

s 513,90 an hour (option 2) would malntaln the gurchasing power of minimum wage workers. It is
expected to have no negative irnpacts on employment and minimal impacts on other economic
variables,

BRIEFING: MiInimum Wage Review 2013 report Page 4 of 6
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16,

17

18.

e 514,00 an hour (option 3} would maintain the current relativity with the average wage. It is
expected to have a minimal employment impact and low cost to business.

»  $14.25 an hour (option 4) would further raise the incomes of minimum wage earners to maintain
the current relativity with the median wage. It is also expected to have negligible impacts on
employment. However, it would have a larger cost for businesses and the government.

The review report is focused on the adult minimum wage rate with a presumption that the starting-
out minimum wage rate and the training minimum wage rate continue to be 80 per cent of the
minimum aduit rate. The Ministry recommends that the current relativity be maintained.

It is conventional for the Minister of Labour to consult with the Prime
Finance on the decision, prior to notifying Cabinet.

As an Order in Council is required to give effect to an i\ a therefopeses cision by 7
February 2014 at the latest so we can prepare a Cabinet phpsefor yo imeframe for

o Vg
S5
o~

Next steps
. You need to decide what, if ariy, change you wish to make to the adult mi @te fa@
< inistbiof

BRIEFING: Minimum Wage Review 2013 report Page5 of 6
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From: Gerard Clark

Sent: Monday, 16 December 2013 12:24 p.m.

To: Chloe Hood

Subject: Emailing: 1295_13-14_Minimum_Wage_review_2013_(sent_with_briefing)
Attachments: 1295_13-14_Minimum_Wage_review_2013_(sent_with_briefing).pdf

Hi Chloe - minimum wage review report as requested. [s it okay as a pdf? | can probably send it as a word
document if you want, but would need to wait until Fiona is here (after lunch).

Cheers

. «%g@

@
@@ ’&

@@
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Purpose

1. Attached for your signature is a Cabinet paper ‘Annual Minimum Wage Review 2013 and
Minimum Wage Order 2014’ and the associated CAB 100 for lodging with Cabinet office by
10:00am on Thursday, 13 February 2014.

Comments

2, You have decided that the adult minimum wage rate should be increased from $13.75 an hour
to $14.25 an hour. You have also decided to Increase the starting out minimum wage and the

training minimum-wage from $11.00 an hour to $11.40 an hour.
3. The following timeline is required in order for the changes to take effe {and : ; ;
meet the 28 Day Rule requirements): @
% Thursd@b’g ry.I

. Submission of the attached paper to Cabinet Office
2014

. Consideration of the paper by the Cabine A r@ucture
Committee on Wednesday, 19 0 : K%

e Cabinet consideratio - ay, 24 Feb .‘s‘ P

. Submission @m Wag 0 the Executive Council on Monday, 24

‘i
e Executi e goat skin) is prepared for you. The Parliamentary
gder pr opies of the Minimum Wage Order 2014 to be delivered to
e

o ‘

: inet Office.on 1.

Ree mmen@ZZ
@of Business, Innovation and Employment recommends that you:

©)

sign the attached Cabinet paper and CAB 100 and lodge them with the Cabinet Office by
10:00am Thursday, 13 February 2014

ary 2014. '

Gerard Clark Hon Simon Bridges
Manager, Employment Standards Policy Minister of Labour
Ministry of Business, Innovation and Employment

0/ s 201 Y A

MBIE-MAKO-14314260
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From: Kate Lynch

Sent: Monday, 17 February 2014 4:11 p.m.

To: tracy.Torrance@parliament.qovt.nz

Cc Gerard Clark; Dkt (A (2} C‘f)) Gi) and s 9(2) (a)
Subject: Speaking points forEGI Min Wages

Attachments: Speaking points for the Mol FINAL.docx

Hi Tracy,

Please find attached speaking points for the Minister for EGI (Min Wage Review) on 19 Feb.

Kind regards

« «Y%@(%@Q
©@@%§%©®
O™
NN






Speaking points for EGl: Minimum Wage Review 2013

10:30am Wednesday, 19 February 2014

| am intending to recommend to the Governor-General that:
¢ The adult hourly minimum wage rate be increased from $13.75 to $14.25
® The starting-out minimum wage and training hourly minimum wage rates will continue to be set
at 80 per cent of the adult minimum wage. They will be increased from $11.00 1.40
* The increases come into force on 1 April 2014 through an Order in Cﬁ@ @
The increase in minimum wage rates is in fine with the chang e
dad

n hourfirear
from wages and salaries (3.5 per cent to $21.58 an hour in-the foYuhe 20 ed’in the
New Zealand Income Survey 2013}. The increase is res ; or th SONs:
oMNNI

s This is a modest increase consistent wit] AiGus appro um wage adjustments.

The Ministry of Business, Innovatioman 3 a @bhe impact of this increase on
employment growth is negli @ @
|

¢ The modest increase A positiva fi ipkand social impact for low paid workers through
Lt

an increase@ arni % y-affect up to 109,000 workers
i eetsouro e’for the minimum wage review, which is ‘to keep increasing
svam W‘e © protect the real income of low-paid workers while minimising

m wage requires balancing the benefits of any changes (such as protecting the

.- pplpyment impacts). | believe this modest increase correctly balances the needs of both
basinesses and workers and will have minimal impact on the wider labour market or on inflationary
pressures.

If you agree to my recommendation, | will report these changes to Cabinet on 24 February and the
Order in Council will then be presented to the Executive Council for approval. Once this approval is
obtained, | will announce the changes publicly and the Order will be gazetted on 27 February. The
changes will come into effect on 1 April 2014.

MBIE-MAKO-14514841



Background information

Compliance

The draft Minimum Wage Order 2014 complies with the principles of the Treaty of Waitangi; rights
and freedoms contained in the New Zealand Bill of Rights Act 1990; principles and guidelines set out
in the Privacy Act 1993; relevant international standards and obligations and the LAC Guidelines.

| intend that the Minimum Wage Order 2014 be gazetted on Thursday, 27 February 2014, and so will
comply with the 28 day rule.

| do not consider that there are grounds for the Regulations Review Committee to draw the
regulation to the attention of the House under Standing Order 315.

submission to Cabinet. K%
Human Rights issues @@ @
o}\\g

As these starting-out wage and the training minj ates co a distinction on
the basis of age and/or employment status, it co raise afivss scrimination under
section 19(1) of the New Zealand Bill ight

This discrimination appea i in term<of 3e of the Act for the following reasons:

@ ur market conditions and the unemployment rate have not changed significantly enough over
the past year to warrant increasing the relativity of the starting-out wage and training minimum
wage from the status quo of 80 per cent of the adult minimum wage.

Six options were considered for the minimum wage review in 2013:

e Option1: $13.75 an hour (status quo)

e Option2: $13.90 an hour {in line with CPI change)

e Option 3: $14.00 an hour {in line with annual average wage change)
e Option4: $14.25 an hour (in line with annual median wage change)
» Option5: $15.00 an hour (proposed by NZCTU in 2012 review)

» Option6: $18.40 an hour (proposed as a ‘living wage'}).

1 This figure is proposed by the Living Wage Aotearoa New Zealand Campaign led by the Service and Food
Workers’ Union. The wage is intended to provide the income necessary to meet a set of specified needs for a
family of two adults and two children where one adult works 40 hours a week and the aother 20 hours.

MBIE-MAKO-14514841
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Table 2: Recent charlges :'nirzirinimum wage rates » - ___

Time Period | Adult Minimum | Youth Minimum % Change | Annual increase
Wage i Wa_geG | in auer_’_age_'i._l_g]_r;gi:?

April 2005 | $9.50 37,60 5.6% 3.6%

April 2006 $10.25 $8.20 7.9% 5.4%

April 2007 $11.25 $9.00 9.8% 4.7%

April 2008 | $12.00 $9.60 6.7% 4.7%

April 2009 | $12.50 $10.00 4.2% 5.4%

April 2010 | $12.75 $10.20 2.0% 1. 0%

:pril 2011 $13.00 $10.40 1.9% /)T\ \E\E\{‘\@ /:‘&

prfl 2012 | $13.50 $10.80 3.'/;9\6 }/ \3.8% (b\Kk
April2013 | $13.75 $11.00 éi}\b& 2&@ \)/O

Table 3: Ranking of the minimum wage rate @5&2
{“\ e

As Annual Income ( Eg};!’ndarg\l‘r{\ l;lgdﬂ? Rate
,,,-w} 9’) work:- L“ -
= f’ﬁwj t.‘. (hqun | = I

1 | Australia (\\_5_ US$33,355;}1 38 1\ 7 |1 Australia USS$16.88
2 | LuxemBourg> ~S—{ Us$297011 |- 467 2 | Luxembourg Us$14.24
3 [ NewZedlapll US$23;252 | 40 3 | France US$12.09
Al Relghyer” . | Us$23,104 |38 4 | Belgium US$11.69
o x;glaﬂéda AN\ _hUss22,766 | 44 5 | NewZealand | US$11.18
Netheflandd» >\ Us$22,747 [ 40 6 | lIreland US$11.09
INCELENNS US$22,490 | 39 7 | Nethertands US$10.94
8\ Naitet/kingdom | Us$19,896 | 38.2 8 | United Kingdom | US$10.02

uroe Country sources 2013°

%

® This includes new entrants and training rates and the starting-out wages rates {from 2013).

7 source: Ordinary time hourly wages, Quarterly Employment Survey, March quarters, Statistics NZ.

® The exchange rates used to convert local currency to US dollars are the official exchange rates listed by the
World Bank for 2012. They are calculated as an annual average based on monthly averages of the local
currency unit (LCU} to US dollar in 2012.

MBIE-MAKO-14514841



New Zealand has the highest ratio of the minimum wage to the mean wage (average wage)
amongst OECD countries (see figure below).

Figure 1: Comparison of minimum relative to mean wages and GDP per capita among OECD, 2011
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Source: OECD

Between 2000 he minihgm ncreased at a faster rate than general wages (as
measur he kabour Costing g QES) and general prices {as measured by the CPI), but
fr 0N} \ €

with various measurements of inflation over the past 13 years,
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From: Gerard Clark

Sent: Wednesday, 19 February 2014 4:46 p.m.
To: Tracy Torrance .

Cc: A fhbapdd § O(CLJ C‘}_)) ‘-—\)
Subject: Q&A on minimum wage

Attachments: 20140219 further QA on mw updated.docx

Hi Tracy — here is the Q&A reqested on the minimum wage review. Sorry it is after 4 — | got stuck in a
meeting that went past time and wasn't here to sign it out.

Cheers

ST

29 e
@%% ®@©

@@v K%%

©@@@

Gerard «@@ ©«






Questions and Answers on the minimum wage review

Q: Why did the Government increase the minimum wage rate to $14.25 an hour?

A: The increase in the minimum wage is in line with the annual change in the annual median hourly
earnings from wages and salaries (3.5 per cent to $21.58 an hour in the year to June 2013 year
according to the New Zealand Income Survey 2013). The increase was chosen for the following
reasons:

. This is a modest increase that aligns with our cautious approach. The Ministry of
Business, Innovation and Employment (MBIE} advises that the impact of this increase on
employment growth is negligible.

. The modest increase will have a positive financial and social im
through an increase in their income. It would affect up to 1

. This increase is most consistent with the objective for¢hgmini
is ‘to keep increasing the minimum wage over ti terf the re

o
paid workers while minimising job losses’ @ @

Setting the minimum wage requires balancing t
the lowest paid, against the costs that a
impacts. 1 believe this modest in
have minimal impact on t

Q: When will t int

A: The ini age rate\w into force on 1 April 2014. | would expect people will
knew ew rate %a t a month before it comes into force.
Q% i opt] e'Minister consider for the 2013 review?

Option 1:  $13.75 an hour (status quo)

Option 2:  $13.90 an hour (in line with CPI change)

Option 3:  $14.00 an hour (in line with annual average wage change)
Option4: $14.25an hour {in line with annual median wage change)
Option 5:  $15.00 an hour {proposed by NZCTU in 2012 review)
Option 6:  $18.40 an hour (proposed as a ‘living wage’).

Q: What factors were taken into account when considering whether the minimum wage should be
increased?

A: The Government's objective for the minimum wage “to keep increasing the minimum wage over
time to protect the real income of low-paid workers while minimising job losses’. In line with that
objective | considered the following factors when considering whether the minimum wage should be
increased in 2014:

. inflation
. wage growth
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. restraint on employment, and
. other relevant factors.

Other relevant factors | am considering in this year’s review include the impacts on minimum wage
waorkers, impact on industries, impact on the state sector and the interface with other government
policies.

Q: Who was consulted on this year's minimum wage review?

A: The Minister of Labour invited the social partners Business NZ and the New Zealand Council of
Trade Unions to make submissions on the annual minimum wage review. Written submissions were
received from both organisations.

Q: What other state agencies were consulted for the 2013 review?

A: The Treasury , State Services Commission, Ministry of Pacific Is
Affairs, Te Puni Kokiri, Ministry of Social Development , Ministryo

Accident Compensation Corporation and Inland Revenyg .
minimum wage review. @
Bl

Q: What advice did the Minister of Labg urg@n E regar mpact of the minimum
wage increase on employment g

negative employment effects, including

r5; and are most likely to impact on some demographic
aoyi/Pacific. For example, increasing minimum wage to $15.00 an hour
d increasing to $18.40 could constrain 24,000 jobs.

@ H d (3 1V
nstraj @)
inister agree with recent research that indicates that the minimum wage has little
n jobs?
ile not all studies find an overall impact of the minimum wage on employment, there is
general agreement that the minimum wage can cause employers to substitute some groups of
workers (e.g. youth and unskilled} for other groups of workers. For example, a New Zealand study in
2011 by Hyslop and Stillman found that the removal of the youth minimum wage rate reduced the
number of 16 and 17 year olds in employment by 3 to 6 percentage points (4,500-9,000 jobs).

The extent to which employment will be affected also depends on the economic climate and the
level of the minimum wage. Economic growth in New Zealand is still uneven, and New Zealand
already has the highest ratio of minimum to average wage in the OECD (49 per cent). These factors
indicate that a large increase would be unwise.

Q: Does the Minister agree that the recent economic situation warrants a large increase in the
minimum wage?

A: Economic growth in New Zealand is still uneven, and New Zealand already has the highest ratio of
minimum to average wage in the OECD (49 per cent). The Government has given the highest level of
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minimum wage increase possible without risking adverse economic impacts, including significant job
losses.

Q: Is the Minister comfortable with the minimum wage being well below what is needed for an
adequate standard of living?

A: The minimum wage rate is set at a level that balances the need to protect the real income of
minimum wage workers and minimise job losses. $18.40 is very close to the median wage of $21.58.
A lot of workers (40 per cent) earn below $18.40. Such a significant increase in the minimum wage
would significantly constrain employment growth, leaving a lot of people worse off, particularly
young people who are entering the labour market and need to gain work experience.

Furthermore, the minimum wage is only part of the income of low income work isaran «
of other government interventions and initiatives aimed at protecting e increa@
incomes. These interventions include labour market policies, the s ssisfance system,

taxation system, and education and training policies. @

Q: Why doesn’t the Government increase the minin re .

A: Increasing minimum wage to $15.00 an i e\the real value of the
minimum wage and its relativity wit er i 8k, er, this option could
constrain employment growth adse annual economy-wide wages by

Q: Why daes the

: @ i ‘h fogusséd on growing the economy and boosting incomes. However, the
S18 hourdj g creased to $18.80 in February 2014) as proposed by the Family Centre,
is cdlcula adult, two-child family, whereas many low income earners are in different

a
cirg per cent of households earning below $18.40 are single adults without
).

s

s estimated that up to 26,000 job could be lost if the minimum wage were increased to $18.40.
There is a range of income support packages available for people on a low wage with children.

Q: Why doesn't the Government increase the minimum wage to match Australia’s?

A: Australia has a higher minimum wage for adult in terms of hourly rate. However, they have much
lower minimum wage rates for apprentices, juniors and trainees. New Zealand has the highest ratio
of minimum wage to the average wage in the world. The Government is firmly focussed on growing
the economy and boosting incomes so we can continue to increase the minimum wage.

Q: What is the process for reviewing the level of the minimum wage in 2013?

A:In 2012, a cyclical process was adopted to review the minimum wage rate, that is a
comprehensive review would be completed every fourth year, with the other three years requiring a
streamlined process focusing on the key factors such as inflation, wage growth and unemployment,
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and formal consultation undertaken with the social partners only. This process has been followed in
the 2013 review.

Q: Why has the Government streamlined the way it reviews the minimum wage?

A: The streamlined minimum wage review process was first used in 2013. It recognises that the
former review process was unnecessarily repetitive and complex. It provides for greater certainty to
businesses and employees with respect to potential changes in the minimum wage rates. It also
ensures that the minimum wage review process aligns with other strategies, such as the Safe and
Skilled Workplaces strategy. The full process is still used every fourth year,

Q: How many people are currently on the minimum wage rate?

paid to young people, women, Maori, Pacific peoples and peop
These people are more likely to work in the retail and hos
Q: What is the percentage of women working m wage
A: There are slightly more women earning @ h tatistics show 58 per cent
BM25 and 64 i comparison, just under half of
: - e, a Sff the minimum wage is unlikely to

working on the minimum wage?

m wa

Y

erce those earning the minimum wage are between 16 and 24
8 for around 16 per cent of total wage workers. However, most young
inimum wage jobs long term. They move on to higher paying jobs as they

nhykexperience,

A: Minimum wage rate increases have kept broadly in line with increases in the average wage over
the past six years.

Recent changes in minimurm wage rates

Time Period | AdultMinimum || Youth Minimum | % Change | Annual increase
Wage Wage' in average wage’

April 2005 59.;0 $7.%0 5.6% 3.6%

April 2006 $10.25 $8.20 7.9% 5.4%

April 2007 $11.25 $9.00 9.8% 4.7%

April 2008 $12.00 $9.60 6.7% 4.7%

! This includes new entrants and training rates and the starting-out wages rates (from 2013),
% Source: Ordinary time hourly wages, Quarterly Employment Survey, March quarters, Statistics NZ.
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April 2009 $12.50 $10.00 4.2% 5.4%
April 2010 $12.75 $10.20 2.0% 1.0%
April 2011 $13.00 $10.40 1.9% 2.6%
April 2012 $13.50 $10.80 3.7% 3.8%
April 2013 $13.75 $11.00 1.9% 2.1%

Q: How has the minimum wage rate increased against general wages and prices?

measured by the Labour Cost Index or QES) and general prices (as measured & ; hut from

A: Between 2000 and 2008, the minimum wage increased at a faster rate than genes (as
2009 increases have heen more in line with price inflation.

Increases in the minimum wage compared with various measur
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% Adult minimum wage
@ Source: Statistics New Zealand
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Q: How does New Zealand's minimum wage rate compare with other OECD countries?

A: New has one of the highest minimum wage rates in the OECD. New Zealand has the fifth highest
minimum wage as an hourly rate and the third highest as annual income.

Ranking of the minimum wage rate in OECD countries

As Annual Income standard | As Hourly Rate
| work week I‘

= | {hours})
1 | Australia USS$33,355 38 1 Australia UsS$16.88
2 | Luxembourg US$29,611 40 2 Luxembourg US$14.24
3 | New Zealand Us$23,252 | 40 3 | France ~JS5$12.09
4 | Belgium US$23,104 | 38 4 | Belgium . \\\ kUs$11.69
5 | Canada US$22,766 | 44 5 | Newzéalana \USS1LIE T 3;
6 | Netherlands UsS$22,747 | 40 6 andh\ [ Us§1nGe
7 | Ireland Us$22,490 | 39 22\ Nedherlands - {\ussipes
8 | United Kingdom | US$19,896 | 38.2 18 Whited KingdarR [ Us$10.02

Saurce: Country sources 20137

Q: How does New Zealand’s ratio of mini

OECD countries?

A: New Zealand has the hj
amongst OECD countres.

Compari

>

miriimum relaiv

2
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@e mpare with other

€ ave

©\>

- t0 the mean wage (average wage)

wages and GDP per capita among OECD, 2011
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Source: OECD

* The exchange rates used to convert local currency to US dollars are the official exchange rates listed by the
world Bank for 2012. They are calculated as an annual average based on monthly averages of the local
currency unit {LCU) to US dollar in 2012.
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Starting out wage rate and training minimum wage rate

Q: Why did the Government continue to set the starting-out wage and training minimum wage at
B0 per cent of the adult minimum wage, thus continuing to discriminate on the grounds of age and
employment status?

A: The Government continues to set the starting-out wage to support some young people into
employment for the following reason:

» There are negative long-term economic and social effects associated with young people
being out of work, especially if they remain unemployed for significa s of time.
The starting-out wage was designed to help get young peaple | ork-

training.
. While there has been a stronger labour market per e pasfyea
unemployment rate for the 15 to 19 year old ag @ il hig rcent
in September 2013.
Labour market conditions and the unemploytge Ve not @ﬁcantly enough over
the past year to warrant increasing t ati the start e from the status quo of 80
per cent of the adult minimum e %
@ o

with other income benchmarks?

Q: How does the current um

A: The adult mi 'F agel is morg thy jce the effective rate for a single adult on Jobseeker
(ealcula be 4.80 6r a single adult aged 18-24 years old). It is approximately
e ofthe medianwwage ($21.58 an hour in the New Zealand Income Survey, June 2013) and

48 HERCRTE of £ % ge ($27.98 an hour in the QES, September 2013).

Q: Gi tistics released on child poverty, why isn't ‘reducing poverty’ an aim of the

alim wage?

minimum wage is too blunt a tool to solve complex socio-economic issues like child poverty

and successive increases in the minimum wage have not solved it. This Government, through the

efforts of my colleague, the Minister of Social Development, is working closely with groups that

understand what needs to be done to address, reduce, and, ideally, eliminate child poverty. A range

of actions are required across a number of portfolios, many of which are in train, or will be in train in

the short to medium term. This Government is taking an investment approach towards our children;
such an approach will not deliver results overnight, but it will deliver.

In setting the minimum wage, we have to balance the benefits of increased income for employees
with the prospect of slowing job growth, or, worse, the loss of some jobs (or reduced hours of work).
None of these employment effects would assist the children of affected workers. Child poverty is a
complex issue that needs to be addressed through targeted actions across a range of portfolios.
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Q: How will the government ensure compliance with the new minimum wage rate?

A: Some employers may choose not to comply with minimum wage legislation or delay their
compliance with an increase in the minimum wage. MBIE will continue to support sustainable
compliance through education, engagement and enforcement. The labour inspectors have a range
of enforcement tools for responding to non-compliance. To address the increasing concerns and
media attention regarding migrant exploitation (the majority of cases involve a breach of minimum
wage law), the labour inspectorate is taking targeted enforcement activities in the high risk
industries, such as hospitality, fishing, agriculture and the Canterbury rebuild. Where evidence of
exploitation is identified, tougher enforcement actions have been taken.

Q: How does the on-going Terranova {Pay Equity) case relate to minimum wage i ses’

A: The Government supports pay equity between women and men. HOWGEL% i din tf@ E ;

case because:

. The Government does not agree with the Cour at the sc e Equal Pay
Act 1972 covers pay equity
. The Government considers that p

employees (or their representafives

are b e the employers,
the,bafgaining process or
other negotiations, rat n e \
Women are more likely tg a rangest0\the minimum wage rate as they tend to be
overrepresented in | g par etvice sector jobs). Just over half of all minimum

wage workers irfimum wage workers aged between 25 and 64 are

women, e total workforce is female.
e hourly wage rate for women is 86.8 per cent of the hourly
e'vate fo en earn about 13 per cent less than men per hour.* However, a small

orkers earning between $13.75 and $13.99 were raised to $14.00, the gender pay
be unaffected.

“ This is calculated according to the QES in September quarter 2013,
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