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Australia's economic performance improved impressively over the 1990s. The annual rate of growth averaged more than 4 per cent over the nine years from the trough of the recession in 1990-91 — the longest period of annual average growth above 4 per cent since the early 1970s. The unemployment rate declined steadily from the recession-affected levels of the early 1990s. Inflation fell to rates not seen since the early 1970s. And, in the midst of these good results, the economy also showed much greater resilience to shocks, most notably in the form of the Asian financial crisis.

A surge in productivity growth in the 1990s has been a major influence on Australia’s strong economic performance. In fact, the importance of productivity growth as a source of output growth was higher in the 1990s than ever before (at least since the start of productivity estimates in the 1960s). 
This study principally addresses two questions. What has the productivity surge meant for growth in average incomes in Australia? What has stronger productivity growth meant for the distribution of income?

But the study also sets the trends in average income and the distribution of income in the broader context of trends in living standards (box 
1). The review of available indicators suggests that, while the economic trends have been positive and strong in the 1990s, other ‘quality of life’ issues also concern a large section of the community.

Contributions to growth in average income

Productivity growth was the main source of growth in income per person in Australia over the 1990s. 

In this study, average income was measured as gross domestic income (GDI) per person. GDI involves an adjustment to GDP for changes in the terms of trade (the ratio of export to import prices). However, growth in GDI and GDP were very similar over the periods examined — to the point that one can virtually be read for the other.
Do not delete this return as it gives space between the box and what precedes it.
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Trends in living standards 

	This paper focuses on growth in average income and the distribution of income. These are conventionally considered to be important indicators of trends in living standards. But they are not the only relevant considerations. Trends in a number of indicators are as follows (see chapter 2 for more discussion).

Average income: Australia was one of only a few OECD countries to experience a faster rate of growth in GDP per person in the 1990s than in the 1980s.

Income distribution: The available evidence suggests that there has not been a major change in the distribution of the disposable incomes of Australians over the 1980s and 1990s. A major reason is that government taxes and transfers have largely counteracted a widening dispersion in market incomes (from employment, investment and superannuation).  

Consumption expenditure: Real average consumption expenditure per person increased at a slightly faster rate in the 1990s, compared with the 1980s. And the affordability of major items — housing and motor vehicles — also improved over the 1990s. Thus, not only were households spending more, but they were also getting more of the ‘big ticket’ items for their money.

Genuine progress indicator:  A composite indicator which adjusts GDP growth for a range of other factors — for example, non-market income, income inequality, social costs and environmental degradation — has shown an improvement from the mid‑1990s.

Health, housing and education: A number of indicators in areas of health, housing and education showed improvements in the 1990s — although not necessarily at faster rates than in the 1980s.

Hours of work: Average hours worked by full-time workers (including overtime and unpaid hours) rose over the 1980s and 1990s, but by more over the 1990s. There are two sides to any change in working hours — increased hours may mean more income, but they also mean less leisure and, for some, this may detract from their desired lifestyle.

Quality of life: Several surveys of subjective opinion on whether Australians consider that their quality of life is getting better or worse have shown that around a third or more of respondents consider that the quality of life is deteriorating.

A clear message is that, while the economic trends in the 1990s have been positive and strong, other issues also concern many in the community.

	

	



There have been three phases of growth in average income:

· rapid growth at an annual average rate of 2.9 per cent in the 1960s and up to 1973-74;

· slower growth (1.4 per cent a year) from 1973-74 to the end of the 1980s; and

· a return to more rapid growth (2.5 per cent a year) in the 1990s.

Growth in average income can be decomposed into contributions from demographic change (the proportion of the population of working age), labour market factors (participation rates, unemployment, average hours of work) and labour productivity growth (output per hour worked).

It turns out that, over the periods examined, growth in labour productivity has accounted for nearly all of the growth in average income. Growth in labour productivity can, in turn, be decomposed into two components — capital deepening (raising the ratio of capital to labour) and growth in multifactor productivity (an increase in the ratio of output to input of both labour and capital). See box 
2.
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Components of growth in labour productivity

	Labour productivity captures much more than the efficiency with which workers operate. It is affected by capital investment, management practices, technology, reallocation of resources between firms and industries, and more.  

With a few technical assumptions, growth in labour productivity can be decomposed into two measurable components — capital deepening and multifactor productivity growth. Capital deepening refers to growth in the ratio of capital to labour. It is measured as the growth in the capital-labour ratio, multiplied by capital's share in total income. Multifactor productivity growth reflects increases in the amount of output produced from labour and capital inputs.

Capital deepening raises labour productivity because it means that each unit of labour (an hour of an employee’s work time) has more capital to work with and can thereby produce more output. For example, a scientist or design engineer can achieve more in an hour of work when given access to a more powerful computer. When there is an increase in output, even though it may be due to additional capital, the ratio of output to labour — labour productivity — increases.

Multifactor productivity growth raises labour productivity because it means that, through new technologies or new management or work practices, labour and capital inputs can combine in ways that generate more output. When this happens, there is also an increase in the ratio of output produced to labour used.

	

	



Consequently, capital deepening and multifactor productivity (MFP) have accounted for nearly all of the long-term growth in income per person.

Capital deepening has been the more important contributor — accounting for about two-thirds of the growth in average incomes since the mid‑1960s. But it has been a constant contributor across the three phases of growth (figure 
1). 

Growth in multifactor productivity has been less important overall, accounting for about a half of the growth in average income since the mid-1960s. But it has been the more important contributor to variations in growth in average income (figure 
1). In the 1970s and 1980s period, productivity growth was slow and contributed 0.6 of a percentage point to the relatively slow 1.4 per cent a year growth in average income. But, in the 1990s, productivity growth contributed 1.4 percentage points (or nearly two-thirds) to the 2.5 per cent a year growth in average income.  Productivity growth contributed more than capital deepening in the 1990s (figure 
1).

The surge in productivity growth was by far the major factor behind the average income acceleration in the 1990s. Indeed, the above numbers imply that productivity growth contributed 0.9 of a percentage point (or over 90 per cent) to the acceleration in average income of 1.1 per cent a year between the two periods.

Changes in demographic and labour market factors, although individually important at different times, tended to offset each other within each of the three phases of growth. 

Nevertheless, labour market factors made sizeable contributions to improvements in average income in particular periods. Specifically, the growth in employment in the late 1980s contributed about 1.7 percentage points to the 2.7 per cent a year growth in average incomes. Capital deepening and productivity growth were both particularly low during this period. The labour market contributions in this period emphasise the importance of sustained employment growth and reductions in unemployment to improvements in average incomes.

The period from 1993-94 brought together the range of contributing factors. Capital deepening was at its long-term rate of growth of 1.4 per cent a year. Productivity growth was at a record high of 1.7 per cent a year and favourable labour market trends contributed 0.8 per cent a year. Average income grew at a very strong rate of 3.3 per cent a year.

Figure 1
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Contributions to growth in real gross domestic income per person, various periods, 1964-65 to 1998-99

Per cent per year
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Productivity growth and the distribution of income gains to labour and capital 

There has been worldwide interest in the income distribution effects of factors, such as lower trade barriers and technological change, that enhance productivity growth. A common focus is on whether the productivity-enhancing factors are biased against labour, in general, or against a certain type of labour — particularly, unskilled workers. A bias would show up as lower rates of employment or the payment of lower wages, at least in relative terms. Either way, a bias would lead to a relative (if not absolute) decline in total payments to labour or to the labour type.

A number of factors could have enhanced productivity growth in Australia in the 1990s and, at the same time, altered the distribution of income between labour and capital. The possibilities include:

· technological change — some technologies are considered to be labour saving and some are considered to favour skilled labour;

· reductions in trade barriers — some claim that competition from low-wage countries reduces the wage and employment prospects of low-skilled workers;

· a shift towards enterprise bargaining — there are claims that decentralisation of wage determination and associated changes have reduced the relative bargaining strengths of workers; 

· the introduction of a stronger commercial focus and competition for government business enterprises — this gives enterprises incentives to reduce excess manning levels that may have built up under an ‘employer of last resort’ philosophy; and

· contracting out — there are claims that contracting out reduces costs, frequently at the expense of lower wages, if not reductions in employment.

The general tenor of these claims implies that the productivity gains of the 1990s have been biased against labour — and perhaps especially against unskilled labour. 

Trends in the labour income share

As mentioned at the outset, growth in Australia’s output — and therefore income — was consistently strong in the 1990s, averaging over 4 per cent a year since 1990‑91.

The labour income share — wage and salary payments to labour as a proportion of total income — provides a convenient measure to track the distribution of income to both labour and capital. While it obviously indicates the extent to which labour shares in the flow of income generated, movements in the capital share can be taken to be equal (but opposite) to movements in the labour share. (Capital income is the gross operating surplus before depreciation, interest and tax.)

The economywide labour income share was stable from the late 1980s and right through the 1990s (figure 
2). This means that labour and capital shared proportionately in the strong income growth of the 1990s. It implies there was no bias against labour at the aggregate level.

There is a similar pattern in the market sector of the economy. This covers 60 per cent of the economy, but excludes service activities (such as public administration, defence, health and education) that do not have output measures determined by the valuations of market transactions. 

However, there was a reduction in the labour income share of 0.3 per cent a year, suggesting a slight bias against labour in the market sector over the 1990s. In other words, production in the market sector became slightly more capital-intensive. As outlined below, two industry sectors — Electricity, gas and water and Communication services — became noticeably more capital-intensive in the 1990s.

Figure 1
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Economywide labour income share, real product wage and GDP per labour hour, 1964-65 to 1998-99 

Index 1997-98 = 100 (LHS) and per cent (RHS)
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But, with a stable share for the economy as a whole, it would appear that the slight bias against labour in the market sector has been offset by a slight bias in favour of labour in the non-market sector. For example, the strong employment growth in business services could be an offsetting factor from the non-market sector. (Lack of data prevented confirmation of this possibility.)

Wage and profit rates

Changes in wage, salary and profit rates indicate the extent to which those already employed and engaged in market activities share in income gains.

The labour income share can be transformed mathematically in a way that identifies the rate of payment to labour and introduces an explicit link to productivity.  The essential feature of the transformation is that:


growth in the 
growth in the
growth in 


labour income share     =
real product wage    –
labour productivity

The real product wage is a measure of the real rate of payment to labour from a producer cost point of view. It is derived by using an index of producer prices to deflate the nominal average hourly rate of payment to labour.

The above relationship shows that an increase in the real product wage will raise the labour income share, if it is not accompanied by an equal increase in labour productivity. (As will be seen, this is what happened in the 1970s.) Or, to put it another way, an increase in labour productivity enables the real product wage to increase without raising the labour income share. (This was the 1990s experience.)

Underlying the stable labour income share of the 1990s, there was strong growth in the real product wage, which was matched by growth in labour productivity (figure 
2 and table 
1). Both grew at around 2.5 per cent a year. The increased real cost of employing an hour of labour was matched by increased real product (and income) generated per hour of labour.

As noted before, a surge in multifactor productivity growth was the major contributor (over 90 per cent) to the added strength in labour productivity growth in the 1990s.

Strong real wage gains are also evident when wages are viewed as a source of income to those employed (box 
3). The real consumption wage (as shown in table 1) uses the consumer price index to deflate the nominal average hourly wage. 

On the capital side, there was an improvement in profitability underlying the stable capital share in the 1990s. The rate of profit grew at over 1 per cent a year in the 1990s (table 
1), compared with declines in previous decades.  The average rate of profit increased over the 1990s from 14.3 to 15.8 per cent in the economy at large and from 16.0 to 18.4 per cent in the market sector.

Table 1
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Accounting for growth in the labour income share, 1990-91 to 1998-99

Per cent per year

	
	Economywide
	Market sector 

	Growth in labour income share
	0.0
	-0.3

	
equals
	
	

	Growth in real product wage
	2.5
	2.6

	
less
	
	

	Growth in labour productivity
	2.5
	2.9

	Information items:
	
	

	Growth in real consumption wage
	1.9
	2.1

	Growth in rate of profit
	1.2
	1.7


Do not delete this return as it gives space between the box and what precedes it.
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Payments to labour as a source of earned income

	In thinking of the real value of payments to labour as a source of income for those employed, consumption prices, rather than producer prices, are more relevant.  Using a consumption price deflator to form a ‘real consumption wage’ gives a better indication of the command over consumption of goods and services that payments to labour provide.

Like the real product wage, the real consumption wage grew strongly in the 1990s. Its growth was not as high as the growth in the real product wage over the whole period (table 
1), because of greater moderation in the growth of producer prices than in consumer prices. However, there was very little difference in their rate of growth from the mid-1990s (both were around 3.8 per cent a year from 1995-96). 

Real product wage and real consumption wage, 1964-65 to 1998-99

Index 1997-98 = 100
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Employment rates

Increases in employment raise total labour income payments. They mean that more people are able to share in income gains by participating in employment.

The 1990s brought favourable labour market trends — after the major disruption of the early 1990s recession. The rate of employment in the working-age population (15 years of age and over) returned to near-record levels and the rate of unemployment in the workforce steadily declined (figure 
3). 

Thus, the growth in labour income over the 1990s came through a combination of growth in average wage rates and growth in employment.

Figure 1
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Workforce unemployment rate and working-age employment rate, 1964-65 to 1998-99

Per cent
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The 1970s and 1980s experience

The period from the mid-1970s and through the 1980s stands in contrast to the 1990s (and 1960s). Multifactor productivity growth was low. Income growth was generally lower and more volatile. The distribution of income to labour and capital was not even. And unemployment grew steadily and persisted for much of the period.

The contrasts between this period and the 1990s reinforce the importance of productivity growth, not only in promoting income growth, but also in sustaining growth in both labour and capital income.

Like many other economies, the Australian economy was hit by a number of shocks in the mid-1970s. There was a sharp decline in the terms of trade and a reduction in export volumes. On the supply side, real wages climbed sharply. 

The labour income share rose sharply from 1972-73 to 1974-75 as the increase in the real product wage outstripped the growth in labour productivity (figure 
2). The divergence between wage growth and productivity growth became known as ‘the real wage overhang’.

Table 1
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Accounting for growth in the labour income share

	
	1964-65 
to
1972-73
	1972-73 
to
1974-75
	1974-75
to 
1983-84
	1983-84
to 
1988-89
	1988-89
to 
1993-94
	1993-94
to 
1998-99

	Economywide
	
	
	
	
	
	

	Growth in labour income share
	0.6
	5.2
	-1.1
	-1.3
	0.2
	0.4

	
equals
	
	
	
	
	
	

	Growth in real product wage
	3.4
	7.0
	1.2
	-0.9
	1.9
	3.0

	
less
	
	
	
	
	
	

	Growth in GDP per labour hour
	2.8
	1.7
	2.4
	0.4
	1.7
	2.5

	which equals
	
	
	
	
	
	

	Growth in GDP 
	5.1
	2.6
	2.6
	3.9
	2.3
	4.6

	
less
	
	
	
	
	
	

	Growth in average hours
	-0.6
	-1.2
	-0.5
	0.2
	-0.1
	-0.3

	
less
	
	
	
	
	
	

	Growth in the workforce
	3.2
	2.3
	1.7
	2.8
	1.3
	1.6

	
less
	
	
	
	
	
	

	Growth in the employment rate
	-0.3
	-0.1
	-1.0
	0.5
	-0.6
	0.7

	Information items:
	
	
	
	
	
	

	Growth in real consumption wage
	4.3
	8.5
	0.9
	-1.0
	1.0
	2.2

	Growth in rate of profit
	-2.2
	-11.4
	1.0
	1.5
	0.5
	0.8

	Market sector
	
	
	
	
	
	

	Growth in labour productivity
	2.4
	4.0
	2.2
	1.5
	2.0
	3.1

	
equals
	
	
	
	
	
	

	Capital deepening
	1.4
	1.6
	1.5
	0.6
	1.5
	1.4

	
plus
	
	
	
	
	
	

	Multifactor productivity growtha
	1.0
	2.5
	0.6
	0.9
	0.5
	1.7


a Except for the period 1993-94 to 1998-99, the displayed rates of MFP growth should not be interpreted as underlying or trend rates of growth.

The labour income share rose by over 5 per cent a year over this period, with increases in the real product wage of 7 per cent a year (table 
2). The higher real cost of employing labour, without a commensurate increase in output and income, squeezed profits. Producers were induced to substitute capital for labour.

The higher labour income share was not sustained. It gradually declined from the mid-1970s as further growth in the real wage moderated and growth in labour productivity picked up.

However, the source of additional labour productivity growth through this period was quite different from the source of the 1990s growth in labour productivity (namely, stronger MFP growth). Higher unemployment, due to both demand and supply side influences, had the effect of raising labour productivity growth. 

Table 
2 shows that the employment rate declined by 1 per cent a year from the mid-1970s to the mid-1980s, even with slower growth in workforce numbers. (Growth in the workforce, combined with a decline in the employment rate, means that unemployment increased.) The faster rate of decline in the employment rate, compared with the previous period (from -0.1 to -1.0 per cent a year), more than accounts for the 0.7 of a percentage point acceleration in labour productivity (GDP per labour hour) between 1972-73 to 1974-75 and 1974-75 to 1983-84.

The labour income share fell through another mechanism from the mid-1980s, when reductions in real wages were implemented through the prices and incomes Accords.  The real product wage declined by 0.9 per cent a year from 1983-84 to 1988-89. This contributed more than substantially to the reduction in the labour income share of 1.3 per cent a year.

The labour income share returned to around 1960s levels by the late 1980s (figure 2).  

Strong multifactor productivity growth is a key feature that distinguishes the 1990s — and the 1960s — period from the mid-1970s to the end of the 1980s (see ‘Market sector’ section of table 
2). Strong MFP growth in the 1990s sustained the increases in real wages through strong labour productivity growth. As a result, the increased real cost of labour did not squeeze profits. Real wages and rates of profit both increased. And, with strong growth in output, employment grew and unemployment fell. The distribution of income between labour and capital remained even.

Industry perspective

Productivity gains can be distributed as higher wages or higher profits or, with lower costs, they can be passed on to industrial and household purchasers through lower prices charged for goods and services produced.

Productivity gains at the industry level were mostly passed on in the form of lower prices in the 1990s. There was little variation across industries in wage growth or profit growth. But high productivity growth industries had lower price increases and, in some cases, had price decreases. 

These results are summarised in the correlation coefficients in table 
3. There is some correlation across industries between productivity growth and profitability, but the link between industry differences in wages growth and industry differences in productivity performance is relatively weak. The negative correlation between productivity growth and prices is much stronger in the 1990s. 

Table 1
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Correlation coefficients between sectoral multifactor productivity growth and growth in wages, profits and prices

	
	1974-75 
to 1988-89
	1988-89
 to 1998-99
	
	1974-75
 to 1998-99

	Real consumption wage
	0.48
	-0.57
	
	0.31

	Rate of profit 
	0.77
	0.41
	
	0.77

	Prices
	-0.59
	-0.90
	
	-0.82


This indicates that, while productivity growth is important for growth in the general levels of real wages and profitability, industry variations in productivity growth have not translated nearly as readily into wage growth differentials. Industries with high productivity growth have not tended to raise wages by more than other industries. Industries with high productivity growth have paid the going wage increases, taken a little extra in profits in some cases (after weathering declines through the 1970s and early 1980s) but, mostly, have lowered their prices relative to other industries. 

Moreover, the trend toward passing productivity gains on through lower prices has been stronger in the 1990s than in the past. This is consistent with producers facing stronger competitive pressure in the 1990s.

Competitive pressures thus appear to be important not only in contributing to the generation of productivity gains (PC 1999b), but also in influencing the distribution of the gains. Competitive pressures are likely to have put some brake on nominal wage increases and profit growth, and to have encouraged productivity gains to be passed on through lower prices. 

This tendency to pass the gains on in the form of lower prices is likely to have contributed to lower inflationary pressures in the economy generally. As the OECD (2000b, p. 86) noted in its survey of Australia:

This in turn meant continued growth in real wages, household income and consumption, and was achieved with little diminution in the growth of profits or the incentive to invest.

Passing on productivity gains through lower prices is likely to have its own distributional effects (not analysed in this paper). For example, lower relative prices for goods and services that form a prominent part of expenditure in low-income households would be of greater benefit to low-income households.

The industry perspective also shows that, whilst productivity growth has been neutral with respect to labour at the aggregate level, the same is not true of all industry sectors. Electricity, gas and water and Communication services have shown strong productivity growth. At the same time, they have switched to more capital-intensive production. Electricity, gas and water reduced its labour input, whereas the major factor in Communication services was very strong growth in capital inputs.

Other dimensions of income distribution

It is freely acknowledged that the distribution of productivity and income gains between labour and capital is only part of the complete distributional picture. However, tracing the distribution of income between labour and capital through to the distribution of personal and household income was beyond the scope of this study. Rather, the results of other studies have been used to fill in some of the gaps in the personal and household distribution picture. The treatment of income distribution, however, remains incomplete. And the specific influences of productivity-enhancing factors on personal and household income have not been analysed.

The available evidence suggests that, while the distribution of income between labour and capital has been even, the distribution of earnings among individuals has become more unequal in the 1990s. The increase, however, is a continuation of the growth in earnings inequality during the 1980s, rather than a step up in the 1990s.

The sources of this skew in the distribution of earnings have not been fully explored in this study. Other studies provide evidence of a bias in the growth in labour payments in favour of skilled workers. Their share of the total wage bill has risen from around 37 per cent in the mid-1980s to around 42.5 per cent in the late 1990s. Most of this increase took place in the 1990s. The evidence from Australian and overseas studies finds that technological change (especially computer related) is a source of bias in favour of skilled workers, but trade liberalisation appears to have little effect.

The change in the distribution of payments to labour does not appear to be the result of a change in the wage premium for skill. The growth in payments to skilled labour appears to be due more to faster growth in employment (relative to unskilled workers) than to faster growth in wages. 

There is evidence of faster wage growth for one group — chief executive officers. But, since the benefiting group only represents a small proportion of the working population, the effect on overall wage dispersion is likely to be small.

The growing inequality in earnings has undoubtedly had a major influence on the distribution of market income (income from work, investment and superannuation). The distribution of market income has also become more unequal (box 
4). 

Importantly though, the distribution of disposable income amongst individuals and households has remained relatively stable between the early 1980s and the mid-1990s, despite the increased inequality in market incomes (box 
4). This implies that the tax and transfer system has been largely effective in counteracting the increased inequality in market incomes. 

However, middle-income earners have not shared equally in the income gains. Income earners at the top and bottom have both received more income, while middle income earners have missed out. 

Other dimensions of distribution are also examined in chapter 5. The examination shows that governments have shared proportionately in the income gains of the 1990s, whilst there is a mixed picture in terms of the distribution of gains between urban and rural and regional communities. The data also suggest that foreigners did not receive a greater share of the 1990s income gains. 

Do not delete this return as it gives space between the box and what precedes it.
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Measures of income inequality

	Professor Ann Harding and colleagues at NATSEM have measured income inequality at two points — 1982 and 1996-97. Their results show that while the distribution of income from wages, salaries and other market sources has become more unequal, this growing inequality has been largely offset by the tax and transfer system.

Income inequality is measured by Gini coefficients, which are at zero with equal income distribution and at unity if one income unit has all of the income.

	Gini coefficient measures of inequality in the distribution of income

	
	1982
	1996-97

	Earned income
	0.477
	0.538

	Market income
	0.457
	0.511

	Gross income
	0.386
	0.398

	Disposable income
	0.337
	0.346

	Source: NATSEM (2000).

	The NATSEM results show that both earned income (wages, salaries and self-employment income) and market income (earned income plus investment and superannuation income) have both become more unequal. However, government transfers (pensions, allowances and other welfare payments) have reduced both the level of and growth in inequality in market income. Gini coefficients for gross income (market income plus transfers) show the effect of transfers and for disposable income (gross income less income tax) show the effect of income tax.

	

	



The main conclusion from the available evidence is that an increased dispersion in earnings — which may have been due to productivity-enhancing or other factors — has been largely counteracted by government policies operating through the tax and transfer system.

Concluding remarks

This study has shown that productivity growth became the major source of growth in average incomes over the 1990s and has played a major role in sustaining growth in wages, profits and employment. 

The study also found that there has been no bias against labour at the aggregate level. This is despite a number of developments that are sometimes perceived to have an anti-labour bias.

This does not mean that there have not been biases against labour in specific areas. Indeed, some areas have been identified in this study — at the industry level and in terms of skill level.

But specific areas of bias against labour cannot be extrapolated. The economy is operating in such a way that a bias against labour in one area is counteracted by a bias in favour of labour in another area.

The study has also shown that sustained increases in wages and employment are important for promoting growth in average income and for influencing the way in which income gains are shared between those in and out of work.

An important question — and one that has been exercising some academic economists — is whether wage and income measures can be introduced to promote additional employment growth, in order to make further inroads into unemployment, without compromising the prospects for productivity growth or the desire for equitable outcomes in the distribution of income.

Finally, there are a several areas of further research that could add to the picture presented here: 

· Further analysis of the specific (productivity-related and other) sources of change in the distribution of earnings.

· Investigation of possible explanations for the seeming lack of movement in wage relativities — including rigidities in wage setting or the successful matching of supply shifts with demand shifts. 

· Further analysis of the distributional effects at the personal and household level of changes in relative consumer prices.
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