
THE CRISIS OF 
WAGE STAGNATION 
IN AUSTRALIA

Wages for Australian workers have grown slower since 2013 than 
any time in the past 80 years. This causes hardship for families and 
undermines the economy. Fixing the problem means giving workers 
power to demand and win better wages.

The wage crisis is well known in the experience of 
working Australians. Our money just doesn’t go as 
far as it did in the past and paying for the essentials 
in life more often leaves us without money to save or 
spend on small luxuries.

It has not always been like this. Through most of the 
last few decades, wages ticked along in Australia at a 
reasonable pace of 3.5 to 4.5 percent increases each 
year and even faster in good years.

What this steady pace of wages growth provided was 
gradual improvement in the real standard of living 
for most workers – still too many people fell through 
the cracks of the industrial relations system, but an 
established pattern of wage growth provided better 
conditions for most of us which made managing the 
costs of living easier.

A MEDIUM-TERM TREND IN 
WAGE STAGNATION?
The crisis of insecure work was already visible to 
anyone who bothered to look, long before the 
pandemic. But since 2013, according to the Australian 
Bureau of Statistics Wage Price Index, wages across 
the whole economy have grown at an annual average 
rate of 2 percent. Wage growth in the private sector 
has been even weaker. The impact that this period 
has had on wages compared with the previous 15 
years is shown clearly in Figure 1 below, where from 
around the September 13 quarter, the rate of wages 
growth in both private and public sectors very clearly 
falls below the trend set in the previous decade.

But the Wage Price Index tells only the overall change 
and not the finer detail about which industries and 
which workers are the most impacted.

FIGURE 1: WAGE PRICE INDEX - AUSTRALIA, JUNE 2021
 

THE PANDEMIC MADE THE 
WAGES CRISIS WORSE…
The COVID-19 pandemic made things even worse. 
Australia entered the pandemic with an economy 
that was hardly growing at all. At the beginning of 
2020, 14 per cent of all Australian workers either had 
no work or not enough work, Australia had the third 
highest rate of temporary work in the OECD, the 
gender pay gap persisted and wealth inequality was 
rising.

Growth in take-home wages effectively stopped 
during the worst months of the lockdown, falling 
below 1.4 per cent annual growth (on a year-on-year 
basis) – the worst rate since the Great Depression.

The longer the COVID-19 pandemic continues, the 
harder it will be to break the cycle of wage stagntion. 
Employers will be afforded greater opportunity to 
take advantage of their power to set wages.
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…BUT THE PANDEMIC MOSTLY JUST 
EXPOSED LONG-ESTABLISHED FAILURES 
OF GOVERNMENT AND BUSINESS
COVID-19 tells only another part of the overall story 
of wage stagnation. The period of negligible wage 
growth since 2013 is the worst record of wage growth 
in Australia’s post-war history.

Nominal wages growth for 8 consecutive years has 
not meant that consumer prices haven’t continued 
to rise – in reality, the cost of necessities like food, 
energy, housing and clothing have all increased at 
much faster rates.

This means that the real purchasing power of workers 
has been even worse than the official numbers 
indicate. So wages have stagnated but further still, 
the take-home pay of workers has reduced since 
2013.

Each of these scenes are painted by the same brush 
to give us the overall picture: deliberate federal 
government policies of wage suppression have 
created conditions that have entrenched negligent 
wages growth.

A long-term structural wage crisis: trickle-down 
economics and deliberate wage suppression
Historically, a working class with power to organise 
and bargain, and a broad commitment to a liveable 
wage ensured Australia’s wealth was shared.
But long-term wage suppression policies put in 
place by governments over the last 30 years to 
benefit business have led to a huge redistribution of 
Australia’s economic pie – away from workers, and in 
favour of corporations.

The shift in the distribution of GDP from the mid-
1970s to today has transferred 10% of GDP directly 
from workers to corporate profits. That’s more than 
$200 billion – or almost $20,000 per waged worker 
– per year. If workers had retained the same share of 
total output as they had in 1975, after a generation of 
wage-boosting equality-building fair-go policies, the 
average worker’s compensation would be $20,000 
higher per year – as shown below in Table 1.

 

But instead, labour compensation (including 
superannuation contributions) hit a record low of 47 
per cent of Australia’s GDP in 2019. That’s the lowest 
annual average since the ABS began reporting this 
data back in 1959.

This is a huge problem because it has led to a drop 
in living standards, household financial stability and 
the overall performance of the economy. Economic 
recovery and growth require consumers to spend, 
which means workers need income.

Decades of deliberate efforts to suppress wages, 
disempower workers and enrich and empower 
businesses have paid off. The distribution of 
national income has been shifted dramatically and 
dangerously in favour of business.

That wasn’t an accident. That was the whole point 
of neoliberal, trickle-down economics. And from the 
perspective of business, it worked.

From the perspective of society, however, it has 
produced stagnation in living standards, growing 
inequality, and ugly divisions (like growing racism 
and sexism – and recently, distrust of COVID-19 
public health orders and vaccines) that threaten the 
cohesiveness of our society and even our democracy.

HOW DO WE GET 
WAGES GROWING AGAIN?
For Australia to see adequate wage growth, we need 
a higher minimum wage – one that matches the living 
wage (that is, the minimum hourly income needed to 
pay for necessities).

But we also need stronger collective bargaining by 
unions in workplaces, stronger awards, and a lifting of 
public sector wage freezes to put more money into 
the pockets of workers which will ripple throughout 
the economy, making it stronger and improving the 
lives of Australian workers.

TABLE 1: LABOUR’S SHRINKING SLICE

Labour’s Share of GDP

1975 57.4%

2019 47.0%

Loss -10.4%

Corporation Share of GDP

1975 15.9%

2019 26.2%

Gain +10.3%

Value of Labour’s Lost Share in 2019 $208 billion

Total Employees, 2019 10.7 million

Compensation Lost per Worker $19,400

Source: from ABS National Income and Labour Force data
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