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i
The views expressed in this publication do not represent any official position on the part of the Centre of Appliedi
Economic Research or the Social Policy Research Centre. This monograph was produced to make available the
research findings of the authorts), and to promote the development of ideas and discussions about major areasofl
concern in the field of social and economic inequality.

Foreword
The idea that a Study of Social and Economic Inequalities (SSEI) should be
undertaken in Australia was first proposed in 1988 by the then Minister for Social
Security, Brian Howe. After development of a specific research proposal, core
funding for the Study was provided by the Commonwealth Department of Social
Security, which also agreed to provide matching funding on a dollar-for-dollar basis
for any funding received from non-Commonwealth sources.
On-going
encouragement and additional financial support to allow final completion of the
research was provided in 1993 by Peter Baldwin who had by then assumed
responsibility for the social security portfolio.
The research was conducted over the period 1990-94 under the joint auspices of the
Centre for Applied Economic Research and the Social Policy Research Centre, both
located at the University of New South Wales. The main aim of the Study has been
to shed new light on various dimensions of inequality in Australia - both economic
and social - and to investigate the factors causing them. This involved the analysis
of existing data rather than the collection of new data, a task which has been
facilitated by the public availability of unit record and other data collected by the
Australian Bureau of Statistics.
This report addresses an issue which grew in significance in Australia during the
1980s, but which has been of importance for some considerable time - the role of
non-cash fringe benefits or 'perks of the job' in influencing the nature and extent of
inequality amongst the Australian workforce.
Paid employment remains the most important single factor in explaining the overall
extent of income inequality and it is important that the analysis of wage and salary
incomes also takes account of the non-monetary fringe benefits which are tied to
monetary remuneration, access to which is restricted to those in the labour market in
paid employment. This report investigates several dimensions of this issue and will,
we hope, stimulate further work in this important area.

Peter Saunders and John Nevile
SSEJ Project Directors
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1 Introduction
One of the enduring controversies in research into economic inequality and the
distribution of income concerns the definition of what constitutes that income. Most
official statistics only present data on the consistent value of regular payments
received in cash form from various sources reflecting a 'cash only counts' concept.
The Australian Bureau of Statistics for its income surveys includes as 'income':
wages or salary; net income from own business, trade or
profession (including share in partnership); govemment
pensions and benefits; superannuation; interest, rent and
dividends; other sources such as maintenance or alimony.
(ABS, 1992: 38)
However, a lump sum payment is not regarded as income nor are receipts from the
sale of assets and, in particular:
the value of items such as payments in kind, employer
contributions to board or rent, etc. were not recorded as
income. (ABS,1992: 38)
The emphasis is thus on regularity of cash receipts, as a recurring flow. Overseas
statistical offices generally follow a similar operational definition.
However, some researchers have questioned whether such a concept is equitable in
the sense of ethically treating all things and people equally. The Minority Report of
the UK Royal Commission on the Taxation of Profits and Income (1955) concludes:
No concept of income can be really equitable that stops short of
a comprehensive definition which embraces all receipts which
increase an individual's command over the use of society's
scare resources - in other words his net accretion of economic
power between two points in time. (quoted in Atkinson, 1975:
33)
In his review of the work of the UK Royal Commission on the Distribution of
Income and Wealth, Townsend (1976) argued that the willingness of the
Commission to draw conclusions based on incomplete and misleading material was
one of the reasons for 'How the Rich Stay Rich' which was the title of his article.
This 'misleading' material, Townsend argued, stemmed in particular from the
Commission's failure to relate evidence of types of fringe benefits and changes in
coverage to trends in employment income. As he put it:
Whether because of pressures of time or the accumulated
forces of established opinion, the Commission appears so far to
have nurtured myths convenient to the rich. (Townsend,1976:
443)
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However, 'established opinion' (to use Townsend's phrase) would support the view
that income needs to be defined beyond the 'cash only' concept and, at a minimum
include non-cash receipts of benefits. Indeed, before the Fringe Benefits Tax wa~
introduced in 1986 (to apply from March 1987) the Income Tax Act required that all
such non-cash benefits received be assessed for the purposes of determining taxable
income. However, attitudes to evasion were such that most such benefits were
received 'under the counter' so that no records were kept and the Tax Commissioner
found prosecution for such evasion extremely difficult.
This broader defmition of income takes its basis, conceptually, from a recognition
that income is the embodiment (or indicator) of power of command over economic
resources backed by property rights. Such 'power of command' enables us to
acquire and retain things that provide, at an individual level, utility or happiness and,
within a social framework, prestige and status, and the capacity to generate further
power.
Thus economic income was comprehensively defined by Haig (1921) as
the increase or accretion in one's power to satisfy wants in a
given period in so far as that power consists of a) money itself,
or b) anything susceptive of valuation in terms of money.
(Haig, 1921: 43)
Money is seen here not merely as a cash commodity in its own right but also as the
common commodity (or standard) for assessing relative values. For operational
purpose, Simons (1938) extended Haig's conceptual definition, of income to include:
•

the market value of rights exercised in consumption; and

•

the change in the value of the store of property rights
between the beginning and end of the period. (Simons,
1938:50)

In other words, economic income is seen more comprehensively as the sum of
consumption and the change in net worth. It is this more comprehensive definition
that underlies the 'equitable' concept referred to by the Minority Report of the UK
Royal Commission on the Taxation of Profits and Income (1955) in the quotation
cited earlier (Atkinson, 1975: 33), that is, as the accretion in a person's command
over economic resources.
Following this concept, we can develop an operational defmition of income as.a
basis of the distribution of well-being, by including any receipt, whether in cash or III
kind (through consumption) as an accretion to economic power. It should be noted
that this defmition, whilst notionally cast in the language of market value, does not
mean that 'consumption' must arise through a market transaction. The key is. the
ability to exercise command over resources. Thus, goods and services r~c~~ved
outside the market mechanism become part of this comprehensive income defInItIOn.
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Such a definition, representing economic well-being in its true sense, would include
not merely the cash-only regular receipts encompassed in current ABS 'income'
surveys, but also non-cash receipts in the form of private or occupational welfare or
fringe benefits and the results of household activity (depending on the unit of
analysis). In addition, it would also extend to include accrued as well as realised
capital gains on assets owned within a period and the imputed, as well as actual,
income from the ownership of such assets (such as owner-occupied dwellings).
Other irregular income sources such as bequests and gifts would similarly become
part of the definition of income if they added to a person's command over economic
resources. Finally, if government cash transfers in the form of government pensions
and benefits are included in the particular form of the definition, then so also should
the in-kind benefits provided from other government services (the social wage).
This comprehensive definition can be broadened even further by incorporating
concepts such as prestige, power, alienation and status to provide closer
interconnection between economic inequality and social inequality.
It is indeed pleasing that the Australian Bureau of Statistics has designed a
comprehensive framework for the integration of such data even if, at present, it lacks
the resources to conduct all the requisite surveys to provide the data to fill the
framework (Giles, McDonald and Rawson, 1993). Until those surveys and that
integration occur, we are obliged to make use of the cash-only income data for the
purposes of elucidating the distribution of well-being. Not only is this patently
incomplete but to the extent that certain groups' incomes are distorted by the
selective nature of the exclusions, then the result will be misleading as well.
Yates (1992) examined the impact of imputed rent from owner-occupied housing on
overall inequality, suggesting that because of the complex relationship between
income and wealth, the immediate current impact was small. However, with
lifecycle effects taken into consideration then the results
suggest that, on average, home ownership contributes an
additional 10 per cent to lifetime income, the benefits to
owners of which are ignored when imputed income is excluded
from income distribution measures. (Yates, 1992: 128)
Raskall and Urquhart (1993 and forthcoming) examine the impact of social wage
expenditures on health and school education over the 1980s and conclude that it has
an equalising impact similar in magnitude to the personal income tax system with
particular benefit to older people (through the health system) and to families with
children (through school expenditure). More comprehensively, the ABS 'fiscal
incidence' studies using data collected by the Household Expenditure Surveys of
1984 and 1988-89 derive a similar result (ABS, 1987; 1992, Cat. No. 6537.0).
However, with the exception of the work of Jamrozik, Hoey and Leeds (1981), there
has been little academic investigation of private non-cash income in the form of
benefits-in-kind, or the impact these might have on the distribution of a more
comprehensive definition of income. The paucity of research in this area has
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principally stemmed from the lack of data on a consistent and comparable basis
despite its obvious relevance to remuneration in the labour market and incom~
inequality overall.
Moreover, in many ways, at least within the labour market and industrial relations
field, the receipt of fringe benefits is the most explicit economic manifestation of
prestige and status - both between and within occupations. Popular concepts of
inequality within the employed workforce conjure images, not of pay packet
differentials but of executives in white limousines paid for by the company, parking
in a reserved and prominently marked parking space at a plant, with free trips, club
memberships, long-lunches and private school fees being paid. Such 'perks' seem in
some way 'unearned' and tend to create the greatest expressions of resentment of
inequality, particularly as they are perceived to be tax-driven, or rather taxminimisation driven. And yet, if leave entitlements are considered as fringe benefits,
then in economic cost terms, it is often the workers themselves who are the principal
beneficiaries.
This paper attempts to redress the neglect of research in this area to some degree,
using the available data on the receipt of fringe benefits in Australia in the 1980s and
identifying the facts which have affected their distribution. Section 2 attempts to
defme the concept of fringe benefits and identify the sources of data used in the
study. Section 3 reports on analysis of the trends in the distribution of fringe
benefits over the decade, by specific socio-demographic and economic
characteristics, in particular by gender, by full-time and part-time employment status
and by occupation. In Section 4 there is an analysis of the receipt of benefits by
income groups, over time. A method of estimating the distribution of benefits by
value is developed in Section 5 and Sections 6 and 7 present estimates of the value
of fringe benefits, in total and by specific benefit. Section 8 presents conclusions
drawn from the study and discusses its implications for the measurement of
inequality.
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2 Fringe Benefits in Australia
2.1 Definition
The generic title fringe benefits refers to non-cash benefits in kind received by
employees in addition to their money wage or salary. They can also be referred to as
perquisites, hence the appellation of 'perks' for short. ID general they form one of
three basic types:
various leave allowances and 'entitlements' such as annual leave, sick leave,
leave for study purposes or reward for long-service, that is, paid unworked
time;
contributions by employers to private retirement systems
superannuation payments, that is, deferred compensation; and

through

the popular concept of 'perks' as the provision or subsidisation of a commodity
or service as part of a total payment for labour determined in most cases by
agreement between employer and employee.
The first set are usually based on actual or accepted awards outlining employment
conditions, or in the case of enterprise agreements, those agreements.
The second, superannuation, in earlier times was seen as part of the third set, but
with trade union campaigns to broaden access to such schemes and the introduction
of a statutory superannuation levy, this element needs to be considered separately.
Indeed, there is a methodological argument as to whether, in the context of such a
statutory obligation, such contributions should be still considered as a 'fringe
benefit', or treated more as a labour on-cost analogous to workers compensation
payments. In the interests of consistency of treatment over time, however, for the
purposes of this paper they will still be considered as fringe benefits.
The third set is more unusually seen as the preserve of executives and determined
outside broadly-based agreements, that is, subject to individual negotiation.

2.2 Available Data
In general there are two sources of information on fringe benefits available in
Australia: firstly, surveys conducted annually since 1983 by the Australian Bureau
ofStatistics (ABS, Cat. No. 6334.0) as an adjunct to its August survey of employees
from which the Weekly Earnings of Employees Distribution (ABS, Cat. No. 6410.0)
is derived; secondly, a range of privately conducted surveys by remuneration
consultants who advise client companies about standards in levels and forms of
remuneration.
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Unfortunately, such executive surveys generally have a narrow coverage and tend to
concentrate on small ~amples of executi~e remuneration at the highe.r levels. They
cannot therefore be said to be representatIve of the employed population, even if the
population considered could be identified. Moreover, the results are rarely presented
in a distributional format: only mean, or at best median, values of particular benefit
types are available. The commercial nature of the surveys has two other unfortunate
effects. Firstly, the surveys are not generally available and published, nor are they
subject to the rigours of academic scrutiny as regards consistency over time. Their
cost, particularly considering the number required to establish trends over time,
places them outside the meagre resources of academic investigation. Related to this,
their commercial nature tends to bring with it a requirement of confidentiality such
that even private discussions with these remuneration consultants tends to be on an
anonymous basis, unless the results are reported in ad hoc summary fashion in the
fmancial press.
Against this, the surveys do have the benefit of providing data on the value of
benefits, which is unfortunately something that the more broadly based, and more
accessible, ABS figures do not do.
The ABS conducted its first survey of employment benefits in early 1979, covering
the period from February to May (ABS, Cat. No. 6334.0). It was based on a multistage area sample of private dwellings (approximately 13,500) and non-private
dwellings, covering about one-third of one per cent of the population. The survey
was limited to employed wage and salary earners who worked at least 20 hours per
week, and represented a workforce of 4,320,000 persons. For the purpose of this
survey an 'employment benefit' was defmed as 'a concession, allowance or other
privilege, etc., minimum provisions under which a person was employed'. Thus, the
provision of, and payments for, leave and other payments received in accordance
with an award provision (e.g. safety clothing) were not considered as employment
benefits. Only those benefits which were taken up were included. Thus the survey
was based on the actual use of benefits, not mere entitlement or availability. The
survey only covered the receipt of a benefit, not its value. It was on this survey that
Jamrozik, Hoey and Leeds (1981) based much of their report, although they also
examined a number of earlier academic and 'press' reports which will not be referred
to in this paper.
The ABS did not conduct its next survey until 1983 as an adjunct to its August
employee earnings survey (ABS, Cat. No. 6310.0) and has continued these on an
annual basis since then. These surveys still only count the number of recipients of
the variety of different benefits provided. Against that, the coverage is very broad
and includes benefits provided to those below executive status.
Unfortunately, the ABS surveys of the 1980s cannot be compared with the 1979
survey because of changes in scope, coverage and methodology. Whereas the 1979
survey was restricted to employees working 20 hours or more a week, the 1980s
surveys cover all employees, including those who worked less than 20 hours per
week. Whilst still not including items provided in award provisions, such as safety
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clothing, the survey was extended to include leave entitlements. Defmitionally, the
ABS now defines 'employment benefits' as 'concessions, allowances or other
privileges received by or provided to employees in their main job in addition to
wages or salary' .
More significantly, for the 1979 survey respondents were interviewed personally,
whereas for the surveys of the 1980s respondents were either interviewed personally
or another adult member of the household responded on their behalf. As the ABS
(1984, Cat. No. 6334.0: 3) notes this 'may have resulted in the non-reporting of
particular benefits' in later surveys compared with the 1979 survey.
This may well explain the dramatic decline in the number of apparent benefits from
3,759,900 individual benefits received in 1979 to 3,134,000 reported in 1983
(excluding leave entitlements and superannuation) despite a larger population.
Particularly noticeable were the declines in goods and services benefit (42 per cent),
holiday (33 per cent) and low-interest finance benefit (47 per cent). These declines
occurred at a time when the popular press was alternatively hailing or condemning
their expansion in the 'real world'. More significantly, aside from confusing the
pattern of change in the early 1980s, it suggests that the later figures understate the
receipt of benefits, although the distributional spread of this understatement is
difficult to assess.
Thus, the researcher in this area is left with 'Hobson's Choice'. On the one hand, the
ABS provides a representative, reasonably consistent, and broadly-based survey of
receipt of benefits from 1983 onwards, but no data on the value of the benefits. This
means, for example, an employee such as a late night Telecom worker who might be
provided with a taxi-cab 'Cab-Charge' (or the like) to get home safely is treated as
the recipient of one benefit in the same way as the chief executive of a financial
consultancy firm who is provided with a Ferrari for their exclusive use both in and
out of work time. On the other hand, such data as are available on the value of
benefits received tend to be narrowly based, ad hoc in time, of unverifiable sampling
error, generally cover only mean values for higher levels of executive remuneration,
and are often only provided confidentially.
It is thus little wonder that aside from studies examining fringe benefit taxation
(Ehngreen, 1986; Pannenter, 1986; Lloyd and McDonald, 1986; Martini et aI.,
1986a; 1986b; and the Jamrozik et al. 1981 study) there has been little academic
research in Australia into fringe benefit income. Indeed in a total of four articles on
the fringe benefits tax (FBT) in the 4th Quarter edition of the Australian Economic
Review in 1986, there is a sum total of six references.
That is not to say, though, that no such data are available. Indeed, the
implementation of the FBT collected at the employer level has provided data
available through the Taxation Statistics (Commissioner of Taxation, various years)
and Budget Papers. Unfortunately, because the statistics are derived from legislative
defmitions, the match-up of benefit category types between these sources and the
ABS data is not ideal. Moreover, only mean values can be discerned by examination
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of total value per benefit and the estimated number of employees or vehicles
covered. There is no differentiation by the level of money wages of employees.
The survey does not include all broader fringe benefits such as leave entitlements
and superannuation contributions although the ABS Major Labour Costs ofIndustry
(ABS, Cat. No. 6348.0) includes the latter on an aggregate basis. Most significantly,
the Fringe Benefit Taxation Statistics data are based on actual tax payable, and thus,
to the extent that concessional treatment is allowed in the valuation of benefits, even
these values are correspondingly reduced.
That such concessions exists is
acknowledged in the 1987-88 Budget Papers explicitly, where it is noted that:
The concessional nature of the FBT is reflected in these taxable
benefit figures which are much lower than the actual benefit
received by the employee. (Treasury, 1987-88, Budget Paper
No. 1, Statement No. 5: 363)
Finally, of course, the FBT was only introduced in 1986 and hence no such data are
available prior to that year.

2.3 Events Impacting on Fringe Benefit Use in the 1980s
Russell (1991) documents the introduction of non-wage employment benefits and
occupational welfare to pioneers of the industrial revolution in the late eighteenth
and early nineteenth centuries. Rapid changes in technique, production processes
and the demands for new skills saw employers confront several problems, including:
(i) the recruitment of sufficient labour; (ii) the attraction of
labour with appropriate skills or with a willingness to learn
new skills consonant with technological advance; (iii) the
promotion of workers' acquiescence in new work patterns; (iv)
the retention of labour, especially trained and experienced
skilled labour which was not readily replaceable; (v) the
cultivation of attachment or a sense of belonging to a
workplace community to reinforce other incentives to stay.
(Russell, 1991: 6)
One response to these problems in labour management practice was the provision of
non-wage 'benefits', which, in the absence of state or public welfare programs, could
tie employees to a company.
Whilst in different social and economic times, with the development of the trade
union movement and extension of the state into welfare, the extent of support by
employers for non-wage benefits waxed and waned, at an individual level the four
motivating factors reflected above of recruitment, retention, control and motivation
have provided the base for such occupational welfare provision. In addition to these
employer initiatives both Rein (1981) and Sinfield (1978) have identified
compulsory provision legislatively mandated by the state, and collective bargaining

PERKS OF THE JOB

9

between trade unions and employers as factors affecting the provision of fringe
benefits.
In Australia, whilst early documentation of fringe benefits provision is not readily
available, Piesse (1965) noted that with the exception of limited benefits related to
hospital and medical costs and death and accident insurance, fringe benefits were a
post-war phenomenon and that, internationally, Australia generally lagged behind
other industrialised countries. Drawing upon more comprehensive studies of
benefits than Piesse's survey of a mere 37 firms, carried out by the Department of
Labour and National Service at the end of the 1960s (Braybrook, 1969; Gunzburg,
1971; Prideaux, 1972), Jamrozik, Hoey and Leeds (1981) conclude that over the
period 1969-1979, there had been:

1)

an increase in the overall provision of employment
benefits for executive personnel but not for lower-level
employees;

2)

an increase in benefits with capital accumulation value
(superannuation, shares, housing, low-interest loans, car
and/or transport allowance) for all employees but
particularly for executive personnel;

3)

a decrease in the provision of benefits with human capital
investment value (e.g. study leave). (Jamrozik, Hoey and
Leeds, 1981: 77)

Over the 1970s provision of public welfare (social wage expenditure) on education
and human capital investment resulted in a shift in emphasis towards benefits which
provided tax advantages to the recipients, both in the final nature of the benefit
(given concessional treatment of wealth, housing and superannuation) but also in
terms of the taxation of fringe benefits vis-a-vis the provision of the moneyequivalent of the benefit. This later aspect reflected de facto treatment of the
taxation of fringe benefits in the early 1980s.
As indicated earlier, a literal interpretation of the then applicable Section 26(e) of the
Income Tax Assessment Act, 1936 would have suggested a reasonably
comprehensive taxing provision with regard to fringe benefits. That Section of the
Act provided that the assessable income of a taxpayer would include:
the value to the taxpayer of all allowances, gratuities,
compensations, benefits, bonuses and premiums allowed, given
or granted to him in respect of, or for ~ relation directly. or
indirectly to, any employment of or services rendered by him,
whether so allowed, given or granted in money, goods, land,
meals, sustenance, the use of premises or quarters or otherwise.
(Income Tax Assessment Act, 1936 Section 26(e»
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However, the key phrase is 'the value to the taxpayer', as taxpayers have argued that
all sorts of personal factors reduced the value of benefits to them. It has also led to a
covert 'under-the-counter' form of effective tax evasion, as the details of so-called
remuneration packages and of the options available to employees (or the cash
alternative to them) were rarely written down as evidence of the basis of assessment
verifiable through field audit. For a variety of political, administrative and legal
reasons the law was not effectively and fully enforced. In the climate of the time
the Tax Office effectively gave up on enforcement, as indicated by the press report
of a submission put by Treasury to EPAC in January 1984. The submission claimed
that the problems of enforcement occurred 'because fringe benefits come in such a
variety of forms and values, many of which are difficult to identify and quantify'
(Sydney Morning Herald, 26 January 1984).
Thus evolved a perception that most or all fringe benefits were free from tax - 'perks
of the job'. This was obviously of benefit to the individual employee as far as tax
minimisation was concerned, additionally so if the benefit provided was durable,
tangible and itself subject to concessional tax treatment or exemption. For the
corporation or employer, there are benefits not only in terms of the factors indicated
earlier in attracting and retaining employees but also in tangible terms. At that time
payroll tax liability was based only on the money-wage payroll of the employer.
The 'costs' of any fringe benefits could be subsumed in other expenses and thus be
deductible.
It is little wonder then that the provision of fringe benefits became tax-minimisation
driven, at least in so far as individual perquisites were concerned. In respect of
benefits provided through collective agreement, often with unions, in a specific or
quasi-award framework, employer resistance was difficult to justify in the light of
executive perquisite growth, particularly when both Labor and Liberal Governments
backed down from legislative attempts to tax first motor vehicle (in 1974) and then
housing benefits (in 1980).
However, other events occurred to change this climate. Principal amongst these was
the development of the Prices and Incomes Accord between the Australian Council
of Trade Unions (ACTU) and the newly-elected Labor Government in 1983. This
Accord, which formed the basis for economic and income policy in the 1980s arose
out of a broader concern by the trade union movement which extended beyond the
industrial or money-wage to elements associated with taxation and the social wage.
The Statement of Accord between the Labor Government and ACTU was explicitly
comprehensive in that it covered:
prices, wages, non-wages incomes, taxation and the 'social
wage' , that is expenditure by governments that affect the living
standards of the people by direct income transfers and
provisions of services. (as quoted in Norris, 1985: 212)
Arguably also the zeal of the Commissioner of Taxation brought a resurgence in
activity to eliminate what was perceived as tax evasion (see Raskall, 1992/3).
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As a ~onsequence o~ the Revie~ of Taxation undertaken in 1985, a specific Fringe
Benefit Tax Act was introduced m 1986. The Treasury Draft White Paper (Treasury,
1985) had estimated that the loss to revenue through not having an effective fringe
benefits tax had been 'of the order of $700 million' (Treasury, 1985, para 8.4: 87).
Largely for administrative reasons it was decided to collect the tax on such benefits
from the employer (rather than the employee), although the extent to which its de
facto burden was shifted back onto the employee could itself become an area of
investigation (see Lloyd and McDonald, 1986).
Treasury assumed that, on the then suggested rate of 46 per cent, equal to the
illustrative company tax rate but less than the proposed top marginal tax rate of 50
per cent, a substantial 'cashing-out' of the benefits would occur, that is, the
conversion of benefits into actual money-income. However, it was estimated that
this would be 'generally less than 30 per cent of present fringe benefits in kind'
(Treasury, 1985: 260).
In light of the introduction of the FBT and to assess its likely impact on both the

receipt of benefits and their incidence, it is important to examine the decision rule
affecting individual choice of a benefit in kind or in cash.

2.4 Individual Rationale for Fringe Benefits
Martini et al. (l986a) provide the fundamental decision rule for employers and
employees to 'optimise the value of remuneration packages', or 'how to most
effectively deal with FBT when structuring remuneration packages' (Martini et al.
1986a: 39). It is important to recognise that the position which the government was
presumably attempting to reach in introducing the legislation was one where, as a
consequence of various tax rates (fringe benefits, company and personal), both
employer and employee would be indifferent as to whether remuneration was in the
form of salary or benefits, that is, both sources of comprehensive income would be
treated equally. As a consequence, horizontal equity would be enhanced.
This position occurs when the salary-equivalent cost to the employer of providing
the benefit equates to the salary required to enable the employer to provide the same
benefit. For the determination of the employer provision cost it needs to be recalled
that since the FBT is not a deductible expense, the FBT must be 'grossed-up' using
the company's tax rate to get a salary equivalent, since salary is deductible.
Martini et al. (1986a) determined that the employee should provide the benefit if:
1 + f - t> (l-t)(l-i) -1
Where:
f is the FBT rate
t is the employer's tax rate, the company tax rate
i is the employee's personal income marginal tax rate.

and that the employer should provide the benefit if:

(1)
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However, the key phrase is 'the value to the taxpayer', as taxpayers have argued that
all sorts of personal factors reduced the value of benefits to them. It has also led to a
covert 'under-the-counter' form of effective tax evasion, as the details of so-called
remuneration packages and of the options available to employees (or the cash
alternative to them) were rarely written down as evidence of the basis of assessment
verifiable through field audit. For a variety of political, administrative and legal
reasons the law was not effectively and fully enforced. In the climate of the time,
the Tax Office effectively gave up on enforcement, as indicated by the press report
of a submission put by Treasury to EPAC in January 1984. The submission claimed
that the problems of enforcement occurred 'because fringe benefits come in such a
variety of forms and values, many of which are difficult to identify and quantify'
(Sydney Morning Herald, 26 January 1984).
Thus evolved a perception that most or all fringe benefits were free from tax - 'perks
of the job'. This was obviously of benefit to the individual employee as far as tax
minimisation was concerned, additionally so if the benefit provided was durable,
tangible and itself subject to concessional tax treatment or exemption. For the
corporation or employer, there are benefits not only in terms of the factors indicated
earlier in attracting and retaining employees but also in tangible tenns. At that time
payroll tax liability was based only on the money-wage payroll of the employer.
The 'costs' of any fringe benefits could be subsumed in other expenses and thus be
deductible.
It is little wonder then that the provision of fringe benefits became tax-minimisation
driven, at least in so far as individual perquisites were concerned. In respect of
benefits provided through collective agreement, often with unions, in a specific or
quasi-award framework, employer resistance was difficult to justify in the light of
executive perquisite growth, particularly when both Labor and Liberal Governments
backed down from legislative attempts to tax first motor vehicle (in 1974) and then
housing benefits (in 1980).
However, other events occurred to change this climate. Principal amongst these was
the development of the Prices and Incomes Accord between the Australian Council
of Trade Unions (ACTU) and the newly-elected Labor Government in 1983. This
Accord, which formed the basis for economic and income policy in the 1980s arose
out of a broader concern by the trade union movement which extended beyond the
industrial or money-wage to elements associated with taxation and the social wage.
The Statement of Accord between the Labor Government and ACTU was explicitly
comprehensive in that it covered:
prices, wages, non-wages incomes, taxation and the 'social
wage', that is expenditure by governments that affect the living
standards of the people by direct income transfers and
provisions of services. (as quoted in Norris, 1985: 212)
Arguably also the zeal of the Commissioner of Taxation brought a resurgence in
activity to eliminate what was perceived as tax evasion (see Raskall, 1992/3).
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As a ~onsequence o~ the Revie~ of Taxation undertaken in 1985, a specific Fringe
Beneflt TaxA~t was rntroduced III 1986. The Treasury Draft White Paper (Treasury,
1985) had estimated that the loss to revenue through not having an effective fringe
benefits tax had been 'of the order of $700 million' (Treasury, 1985, para 8.4: 87).
Largely for administrative reasons it was decided to collect the tax on such benefits
from the employer (rather than the employee), although the extent to which its de
facto burden was shifted back onto the employee could itself become an area of
investigation (see Lloyd and McDonald, 1986).
Treasury assumed that, on the then suggested rate of 46 per cent, equal to the
illustrative company tax rate but less than the proposed top marginal tax rate of 50
per cent, a substantial 'cashing-out' of the benefits would occur, that is, the
conversion of benefits into actual money-income. However, it was estimated that
this would be 'generally less than 30 per cent of present fringe benefits in kind'
(Treasury, 1985: 260).

In light of the introduction of the FBT and to assess its likely impact on both the
receipt of benefits and their incidence, it is important to examine the decision rule
affecting individual choice of a benefit in kind or in cash.

2.4 Individual Rationale for Fringe Benefits
Martini et al. (l986a) provide the fundamental decision rule for employers and
employees to 'optimise the value of remuneration packages', or 'how to most
effectively deal with FBT when structuring remuneration packages' (Martini et al.,
1986a: 39). It is important to recognise that the position which the government was
presumably attempting to reach in introducing the legislation was one where, as a
consequence of various tax rates (fringe benefits, company and personal), both
employer and employee would be indifferent as to whether remuneration was in the
form of salary or benefits, that is, both sources of comprehensive income would be
treated equally. As a consequence, horizontal equity would be enhanced.
This position occurs when the salary-equivalent cost to the employer of providing
the benefit equates to the salary required to enable the employer to provide the same
benefit. For the determination of the employer provision cost it needs to be recalled
that since the FBT is not a deductible expense, the FBT must be 'grossed-up' using
the company's tax rate to get a salary equivalent, since salary is deductible.
Martini et al. (1986a) determined that the employee should provide the benefit if:
1 + f - t> (l-t)(l-i) -1
Where:
f is the FBT rate
t is the employer's tax rate, the company tax rate
i is the employee's personal income marginal tax rate.
and that the employer should provide the benefit if:

(1)
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1 +f-t<(l-t)(l_i)-l

(2)

The point of indifference is defmed when:
1 + f - t = (l-t)(l-i)-l

(3)

As long as (2) holds, the subsidy flowing from the government will encourage the
continued provision of fringe benefits.
This decision rule is important for several reasons. Firstly, it indicates how the
introduction of FBT has legitimised the provision of fringe benefits. Previously, as
Martini et al. point out:
Many employers clearly felt morally bound not to provide
more than some threshold proportion of total remuneration in
the form of benefits, typically between 20 and 40 per cent.
(Martini, et al., 1986: 40)
With the introduction of the explicit FBT, the self-regulation has become a mutuallyadvantageous decision rule for employers and employees, with no such moral
limitations.
Secondly, provision of such 'optimising' decision rules has paradoxically increased
the tax-minimisation driving force behind the provision of fringe benefits. This has
been compounded by the computer design of such rules into remuneration packages.
Remuneration consultants can now determine the who and how of employment
benefits that can be provided. The emphasis shifts away from occupational welfare
to tax minimisation. The 'loser' in the game of who provides what is the
government. Whenever there is a change in either the marginal personal tax rate or
the company tax rate there is an impact on total revenue as employers shift from
fringe benefits to wages or vice versa, to maximise the remuneration subsidy
available. That is, of course, if all the actors behave rationally in economic terms.
Martini et al. (1986a) indicate that the rule above can be transformed into the
expression:
l=j(1 +f-t)-1

(4)

This expression indicates that if the employee's marginal tax rate i is greater than I,
the employer provides benefits until i falls to the value of I. Below this point, the
employee would be better off to provide all benefits out of money income. The
greater the positive difference between i and 1 the greater the tax advantage.
Thus, in a perfectly rational world, if the value of fringe benefits were considered
purely in money value terms, then only those employees whose marginal tax rate, i,
was greater than the expression (4) would receive a fringe benefit in kind. In a
personal income tax system in which, as income increased, the marginal tax rate
increases, the positive difference between i and 1 would increase with income, and
paradoxically, the greatest tax advantage would accrue to the highest income earners.
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All of ~is argument, ~f course, disappears if i = f = t, that is, where there is full
integratIOn of the margmal tax rate, the fringe benefit tax rate and the corporate tax
rate, and as a corollary, there is a flat rate of individual tax.
What then is the record since FBT was introduced in July 1986? At that time, the
FBT rate (f) was set at 46 per cent, equal to the then company tax rate, but well
below the top marginal tax rate of 60 per cent. This period was designated as a
transitional period to 31 March 1987, in that the Fringe Benefit Tax Act established
the year for FBT purposes as 1 April to 31 March. On those rates there would,
rationally, have been little movement out of fringe benefits. It was in all likelihood a
desire to minimise disruption that lay behind the decision on rates.
Table 2.1, shows the respective rates of corporate tax, FBT, the derived expression I
(see equation 4 above) and the top marginal rate outlined for each year since 198788. This indicates that it was only in the first full year, 1987-88, that all three rates
were apparently the same. The caveat 'apparently' is used because prior to 1991-92
the fringe benefit tax did not include the Medicare levy which applied to personal
income received in cash form only.
However, for every year since then the three rates have been different and the critical
factor (I) has been less than the top marginal tax rate. Aside from the minor change
to the FBT, this has principally occurred as the company tax rate has fallen, usually
on the rationale of international corporate competitiveness. The consequence of this
has been, assuming employees are indifferent to receiving benefits in kind or in cash
of equal dollar value, that since 1987-88 it has always been of greater value for an
employee in the top marginal tax rate to take as much in fringe benefits as possible,
in excess of the top tax threshold income level.
Indeed, it has not merely been to the top threshold of tax scales that the benefit has
extended. In Table 2.2, the lowest threshold level at which the derived rate (1) was
less than the marginal tax rate (i) is detailed for each year. The notable fact is, that
with the exception of the transition year, the income figure above which taking as
much in fringe benefits would minimise total tax has hovered around $35000 in
nominal dollar terms. With increases in nominal wages over time, far more
employees would thus benefit from receipt of income in kind.
In summary, the greater the income in excess of these thresholds the more, on
rational economic grounds, is the tax advantage to be gained by taking remuneration
in the form of fringe benefits, even with the FBT. Thus, ad hoc remuneration
surveys indicate that the greater the emolument, the greater the share of
remuneration in in-kind benefits. For members of an unincorporated partnership this
provides added inducement to incorporate. Similarly, if we were all rational, then
no-one under these threshold incomes would take a fringe benefit, even if offered
one by their employer.
The reality is that not all aim to minimise their tax. Many fringe benefits, beyond
leave entitlements, are provided by tradition or custom in a collective, rather than
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Table 2.1: Comparison of FBT, Company and Personal Tax Rates

Year

1986-87
1987-88
1988-89
1989-90
1990-91
1991-92
1992-93
1993-94
Source:

FBTrate
f

Company
tax rate
t

f

1=I+f-t

Top
personal
tax rate
i

Top
personal
tax rate
(including
Medicare
levy)

(%)

(%)

(%)

(%)

(%)

46
49
49
47
47
48.25
48.4
48.4

46
49
39
39
39
39
39
33

60
49
49
48
47
47
47
47

61.00
50.25
50.25
49.25
48.25
48.25
48.40
48.40

46
49
44.55
43.52
43.52
44.16
44.24
41.94

Budget Papers, various years.

Table 2.2: Minimum Income Threshold to Minimise Tax from Fringe Benefits
Year

Income Threshold

1986-87
1987-88
1988-89
1989-90
1990-91
1991-92
1992-93
1993-94
Source:

28000
35000

35000
35000
35000
36000
36000
38000
Author's calculations.

individual, agreement. Moreover, at one level there is a status and prestige attach~d
to the receipt of a fringe benefit which provides it with a value to the recipient ID
excess of the notional equivalent salary value. And, of course, the relevant value
here is not necessarily the comparable market value but the value as determined by
the legislation for FBT purposes. For instance, under the statutory formula available
the average value for FBT purposes of a motor vehicle in 1991-92 was $2295
(Taxation Statistics, 1991-92). Even with FBT liability of $1111 included, the use of
a motor vehicle for 12 months for a gross salary equivalent of $3406 might well be
less than the comparable market value of such a benefit.
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Moreover, not all benefits provided are subject to the FBT, and the remuneration
industry seeks out new and innovative ways of providing benefits. Additionally it
should be noted that shares and superannuation are also exempted from FBT and
subject to their own taxation provisions. Other benefits, such as loans within
fmancial institutions, provide the benefit not so much for their tax value per se but
rather for the more relaxed eligibility criteria adopted and the opportunity to take
advantage of other tax concessions such as negative gearing. It is thus the
concessions in valuation provided that determine the structure of the common
package of salary, superannuation, car and loan (if applicable).
At the other end of the spectrum, irrespective of the tax advantages for employees,
in-kind benefits do not have the advantage of fungibility or ready exchangeability of
cash money. Restrictions on choice and convenience of access are factors that might
mitigate against too high a proportion of fringe benefits in a package. Nor is it
desirable to an employer to be responsible for the distribution of a large number of
benefits: it can remove administrative economies of scale available in the provision
of money wages. Indeed, as Watt (1990) indicates, even companies with flexible
remuneration policies often set a minimum salary proportion of 60-70 per cent.

In light of the above, it must be noted that the imposition of the FBT, despite its
intention to remove inequity in the taxation treatment of fringe benefit forms of
income receipt, has in-fact institutionalised a situation whereby the tax advantages to
higher income individuals mean more for the rich and less for the poor. In
consequence, we could anticipate that, after a period of uncertainty upon its
introduction, and with acceptance of the tax, and indeed, legitimation of what
previously may have been a covert activity, the distribution of fringe benefits would
change in response to the advantages contingent upon the interaction of various tax
rates.
That this situation, though flawed, is preferable to the situation which existed prior
to FBT is readily ascertainable by inserting the rate of f = 0 in expression (4) above,
which was the de facto situation. Clearly, there were advantages in everyone who
received more than the minimum tax threshold getting remuneration in the form of
fringe benefits and the higher the marginal tax rate the greater the advantage. The
availability was then limited by corporate ethics and fear of a comprehensive tax
audit. In consequence, the large gains to be obtained were limited in access, one
could infer, more by informal status networks and 'covert' industry standards.

2.5 Enterprise Bargaining: Collective-based Fringe Benefits
As defined above, fringe benefits include more than the individually-based
agreements related to perquisites. Through collective action, employees are able to
obtain certain leave entitlements which provide value in the form of paid unworked
time. Whilst many of these were codified in the form of union aw~rd a.greements,
for others their provision was based on related award standards or leg~slatlon s~c~ as
Public Holidays Acts. With the increasing moves toward enterpnse bargammg,
many of these employment benefits are being subject to employer-employee
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bargaining arrangements and traded-off and cashed-out for other benefits, often in
the form of wage increases. As the collective nature of these arrangements is broken
and 'standards' become less universal, we would expect a trend over the 1980s of
reduced access to such benefits.
Indeed, the Human Rights and Equal Opportunity Commission (HREOC) - through
the Sex Discrimination Commissioner's Inquiry into Overaward Payments (HREOC
1992) - expressed concern at the impact that such enterprise bargaining may have on
gender inequality in remuneration, particularly in respect of over-award payments in
the provision of non-cash benefits. In its formal recommendations, it recommended
that the ABS extend its current survey of employee benefits to collect the value of
such benefits in addition to their incidence (Recommendation 7(a)).

2.6 Superannuation
The [mal aspect in examining factors that might affect the incidence and distribution
of fringe benefits in the 1980s relates to employer contributions to superannuation on
behalf of an employee. Superannuation, in value, probably represents the most
significant of the fringe benefits received by individuals.
At the beginning of the 1980s, such contributions were like any other fringe benefit
and based on individual agreement between employer and employee with the
exception of public sector collective agreements. Following a union 'push' for
portable industry-based superannuation schemes such as in the building industry, as
part of the Accord process, the ACTU obtained agreement from the government for
the introduction of a compulsory superannuation levy from 1 July 1992, initially set
at 3 per cent in 1991-92 then rising in stages to 9 per cent in the year 2000-01
(Commonwealth of Australia, Budget Paper No. 1, 1991: 4.6).
In summary, then, a number of factors would have been expected to impact on the
incidence of fringe benefits in the 1980s, usually in a positive fashion. The question
is the extent to which actual incidence changed, and we now turn to that issue.
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3 Trends in the Incidence of Fringe
Benefits
3.1 Total
As indicated previously, the ABS conducts an annual survey on receipt (but not the
value) of employment benefits by employees (ABS, Cat. No. 6334.0). Certain minor
changes in scope of this series have occurred since 1983 which need to be noted. In
1990, the survey was adjusted to exclude employees aged 70 years and over; in 1991
it was further adjusted to exclude school students who were also wage and salary
earners; in 1991 the survey was conducted in July while in all other years it was
conducted in August; in 1987 the definition of a transport benefit was broadened to
include the payment or subsidisation of the cost of travel to and from work; and
finally, whilst the scope of the earlier 1979 survey was limited only to employees
who worked 20 hours a week or more, comparability of scope is possible to 1987,
but more significantly the survey interview methodology change debars comparisons
of the 1983 to 1992 results with those for 1979. Thus, with exception of the 1979
survey, and adjustment provided by ABS for earlier years on the revised transport
benefit defmition, the series is broadly comparable since 1983.
Between 1983 and 1992, the number of benefits received (excluding superannuation
and leave entitlements) increased from 3134 thousand to 4197 thousand, an increase
of one-third. In that time the number of employees increased by one-fifth, even
allowing for scope changes. Thus, despite the introduction of the FBT, the incidence
of fringe benefits in total has continued to increase. The reasons why this may have
occurred were examined in the previous section.
In looking at individual benefits, the greatest increases in the number of recipients
occurred in relation to shares (110 per cent), union dues and professional fees (59 per
cent), and low-interest loans (39 per cent). On the other hand, absolute declines in
receipt occurred in the areas of entertainment allowances (52 per cent), housing
benefits (5 per cent) and child care and education expenses (1 per cent), although in
the last case, sample variability is very high because of the small estimated number
of recipients.
In Table 3.1, these percentage changes in the number of recipients, by benefit type
are outlined for various sub-periods in the total 1983 to 1992 period. These. benefits
have been categorised in accordance with the schema adopted by Jamrozik, Hoey
and Leeds (1981), with the exception that study leave has been transferred into a new
category of leave entitlements (other leave data was not collected in the 1979 survey
which was the basis of the Jamrozik et al. study), and superannuation, reflecting its
move to a statutory contribution, has been separately isolated.
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Table 3.1: Change in Number of Recipients by Benefit Type in Particular Sub-periods: 1983
to 1992 (per cent)
Year
1983-1985

Benefit type
Capital accumulation
Housing
Transport(a)
Low-interest
finance
Shares
Total

1985-1987

1987-1990

1990-1992 1983-1992

-0.4
-3.0

-6.5
-1.5

11.8
31.9

-9.0
-8.4

-5.4
13.1(b)

3.6
0.1
-1.0

26.7
49.7
4.0

-4.2
36.9
24.8

10.2
12.8
-5.5

38.7
109.7(b
15.9 )

13.2
-8.8
0.1
2.5
16.1
19.7
9.1

-8.2
-4.8
-13.4
-58.6
-4.0
-3.3
-16.3

21.6
21.1
38.3
34.1
38.9
16.4
24.7

-7.0
11.3
-8.6
-15.3
2.9
-4.3
-4.4

17.4
17.1
9.5
-51.8
59.3
29.0
8.9

20.8

-20.4

30.9

2.0

21.6

7.7
7.7
18.5

-19.8
-3.2
-16.9

53.1
26.3
30.4

-16.6
-10.1
-4.8

-1.2
17.2
22.3

5.3

6.6

45.9

46.3

139.7

13.6
2.4
2.6
2.7
2.6

21.3
2.6
2.7
4.4
3.3

27.1
11.5
11.4
13.4
12.2

14.2
-7.0
-7.4
-5.4
-6.4

100.2
8.9
8.7
14.9
11.1

Total (excluding
leave and
superannuation)

9.6

-10.0

26.5

-5.0

33.9

Total Employees

6.3

6.4

12.5

-5.6

19.0

Allowances
Telephone
Electricity
Club fees
Entertainment
Union dues
Holiday
Total
Services
Goods and services
Child care/
education
Medical
Total
Superannuation
Leave entitlements
Studc;
Sick c)
Annual(c)
LofcJ-service(C)
Total c

Notes:

a)
b)

c)
Source:

For period 1983-1985, refers to transport benefit excluding journey-to-work;
Total for 1983-1992 refers to 1984-1992, and includes journey-to-work travel
benefits;
For period 1983-1985, refers to 1984-1985, as not collected in 1983.

ABS, Employment Benefits, Australia, Catalogue No. 6334.0; various years.
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Following Jamrozik et al. (1981), capital accumulation refers either to benefits
which ~ccrue in value o~er t.im~ (such as shares) or which provide the opportunity
for savmg on durable or capital expenditure; allowances are benefits which are of a
current expenditu~e type and may be considered as largely arising from position in
the firm; and services are related to benefits which provide either goods or services
to the employee. To these, as indicated, superannuation has been added as a
category, as have leave entitlements of various forms.
Inevitability, such
categorisations are somewhat arbitrary. The periods chosen aim broadly to ascertain
the effect of the introduction of FBT although it should be recalled that the August
1985 survey was undertaken after the release of the Draft White Paper (Treasury,
1985) which advocated the FBT, and thus FBT could have been anticipated to some
extent.
Several points are notable about Table 3.1. Firstly, although perquisite benefit
receipts declined in total by 10 per cent between 1985 and 1987, the period of
introduction of the FBT, once the 'trauma of change' had been exhausted and the
ramification of the legislation understood and adjustments made, there was rapid
growth of 26.5 per cent between 1987 and 1990, which was more than double the
rate of employment growth. The recession begining in' 1990 acted to reduce the
number of benefits received by 5 per cent, but this was commensurate with the
decline in employment recorded over the period.
In terms of the three categories described above, whilst it would appear that
allowances were most affected by the FBT, the majority of the 18 per cent decline in
that segment was due to the 58.6 per cent decline in entertainment allowances
received. The decline in entertainment allowances was brought about not so much
by the FBT, but because they were made non-deductible for company taxation
purposes. If this benefit is excluded, then the allowances in total only suffered a 6.5
per cent drop in the number of recipients. The prime 'casualty' of the FBT would
appear to have been the provision of discounted goods and services to employees,
which was reduced by more than 20 per cent. However, this category, like the
others, including entertainment allowance, bounced back to grow strongly in the
subsequent period; in fact these two groups that declined in incidence the most
between 1985 and 1987, increased the most between 1987 and 1990.

On the other hand, the provision of shares and low-interest finance increased
dramatically in receipt between 1985 and 1987. In the case of shares, as indicated
earlier, they were exempt from the FBT legislation. Low-interest loan provision on
the other hand, could be thought of as encompassing a long reaction time, as
recipients receiving such a loan could not readily realise the asset on which it is
based in order to re-fmance elsewhere, even if this were possible under ordinary
eligibility conditions. It is notable that this declined in the period. 1?87 -1990, the
only fringe benefit to do so. Moreover, arguably the benefits of receiving such loans
and thus their incidence is also related to the capital gains applicable to the asset to
which the loan is directed. More significantly, the defmition of receipt of this
benefit relates to whether the employee had taken the benefit up at some time while
he or she had been working for the current employer.
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As far as other categories of benefits are concerned, Table 3.1 shows the strong
growth in superannuation provision from the 1987 onwards, as first the union 'push'
and then the statutory levy were applied.
There was a strong growth in the number of recipients of study leave in each period,
reflecting a recognition both by employees and employers of the need for skill
development and training, as well as the increased availability of opportunities for
such activities. The other, more standard, leave components all showed similar
patterns of growth, although long-service leave accessibility increased at a slightly
greater rate than the other two, prior to 1990, and declined less, in the recessionary
1990-1992 period. Up until 1987, all three of these standard leave entitlements
suffered a decline in incidence relative to employment growth, reflecting the
changing nature of the labour market and the development of part-time and casual
work. For both sick leave and annual leave this relative decline in incidence
continued beyond 1987 up to 1992.
The results presented in Table 3.1, however, may be subject to some anticipatory
distortion in that, prior to the legislative introduction of FBT, there was much press
speculation about likely changes to the treatment of fringe benefits, especially at the
National Tax Summit of July 1985 and with the release a month earlier of the Draft
White Paper (Treasury, 1985).
To examine this aspect further, Table 3.2 details the annual change in the numberof
recipients of each benefit type for each year since 1983. The data have been
adjusted to reflect change in scope in the 1991 survey which excluded school
students who were also employed (approximately 150,000 in 1990). Thus the annual
change in 1990 reflects the broader original population and the change in 1991 only
the narrower defmed population. Because of sampling variability, child-care and
education expenses have been excluded from this table.
Table 3.2 demonstrates that, indeed, employers began to withdraw fringe benefits
prior to the introduction of FBT. In the year to August 1985, for every perquisite
benefit except holiday expenses and telephone, there was an absolute decline in the
number of beneficiaries. Overall, this decline averaged 4.6 per cent, despite a 2.9
per cent growth in the number of employees. The largest 'anticipatory' decline
occurred in respect of the entertainment allowance and electricity. In the year to
August 1986, with the FBT legislation enacted, the decline accelerated for most
benefits.
However, by August 1987, increases had occurred in virtually every category. This
increase was led by shares, club fees, union dues and professional subscriptions and
low-interest loans. However, for the provision or discounting of goods and services
there was an accelerated 17.4 per cent decline. Given that in relation to discounted
goods and services, a $200 threshold for de minimus benefits was included in the
legislation, this considered reaction in respect of the goods and services benefit is
surprising. It may well have reflected employers taking advantage of the
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Table 3.2: Annual Change in Employment Benefit Recipients: 1984 to 1992
Annual change from previous year (%)
Benefit type

1984

1985 1986

1987 1988

1989 1990 1991

1992

Capital accumulation
Housing
Transport
Finance
Shares

7.7
7.3
10.5
4.8

-7.5
-4.9
-6.2
-4.5

-8.9
-5.4
7.2
-5.0

3.9
5.4
18.7
59.0

6.9
8.5
-0.4
33.5

1.5
15.5
-4.3
-7.9

1.8
4.1
0.1
10.4

-8.5
-5.1
13.5
-0.5

-0.6
-3.5
-2.9
2.7

Allowances
Telephone
Electricity
Club fees
Entertainment
Union dues
Holiday

11.8
5.5
14.9
18.1
25.9
14.5

1.2
-13.5
-7.8
-13.2
-7.8
4.6

-11.4
-9.7
-36.2
-57.4
-18.0
1.9

4.2
9.0
42.1
-0.8
20.5
-4.9

10.2
16.7
0.5
5.0
13.7
4.4

6.3
-5.9
25.0
9.8
27.0
4.7

3.3 -3.0
6.8
0.0
5.1
9.4
13.8 -18.3
-6.4 15.9
6.2
0.3

-4.1
11.3
-16.5
3.6
-11.2
-4.6

Services
Goods/services
Medical

25.5
11.1

-3.8
-3.0

-2.9
-9.3

-17.4
7.8

6.9
8.0

11.4
13.0

9.1
2.4

-0.4
0.8

2.4
-11.7

2.3

2.9

2.7

4.6

7.9

20.5

11.4

31.5

11.2

9.7

3.5
2.4
2.6
2.7

11.0
1.6
1.7
1.8

10.3
1.8
1.8
3.5

-3.7
3.1
3.1
0.1

31.0
5.4
5.3
8.2

-0.1
1.8
1.8
3.8

19.0
-5.0
-5.0
-4.7

-4.0
-2.1
-2.3
-0.7

Total (excluding
leave and
superannuation)

15.5

-4.6

-9.4

0.4

8.7

9.5

5.1

-2.8

-2.3

Total Employees

3.3

2.9

3.1

3.2

4.0

6.5

1.1

-3.7

0.1

Superannuation
Leave entitlements
Study
Sick
Annual
Long-service

Source:

See Table 3.1.

opportunity of confusion about the introduction of the FBT to eliminate some
benefits for lower-paid workers. However, by 1988 even this benefit was growing
again in excess of employment growth so that some employees regained it.
The other point to note in the earlier part of the period under consideration is the
dramatic growth in benefit provision that occurred in the year to August 1984. Total
perquisite benefits increased by 15.5 per cent in a year where the number of
employees increased by only 3.3 per cent. In general, the growth in services and
allowances exceeded that in 'capital accumulation' benefits. It was this rapid
growth, virtually untaxed, that no doubt increased the urgency of the introduction of
the FBT.
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It is of interest to note the variation of fringe benefit withdrawal contingent on the
recession from 1990. First to be cut in 1990 were union dues and professional
association fees; in 1991 this was extended to entertainment allowances, housing,
telephones and transport, and then in 1992, as the recession was prolonged, declines
occurred in clubs fees, medical expenses (including private health insurance), and
low-interest finance. That is, it was those benefits more closely related to actual
business activity that were cut first, rather than those benefits which were more
'fringe' to core business activity.
Table 3.2 also again highlights the dramatic rise in the provision of employer
contributions for superannuation beginning in 1988 and dramatically increasing in
. 1989, with a second surge in 1991. In respect of leave entitlements, it can be seen
that these lagged behind employment growth, so that the actual incidence of receipt
declined, although the difference, in particular, was greater in 1992, in response to
broader enterprise bargaining.
To clarify these shifts in the actual incidence of receipt, as well as to highlight the
relative breadth of receipt of the various benefits under consideration, Table 3.3
details these annually, showing the percentage of all employees receiving each
benefit each year. In comparing incidence over time, we have already noted the
minor break in the series in 1990 when (about 12,100) employees over the age ono
were excluded, and the more major break in 1991 when 146,800 employees still
attending school were excluded. As far as the incidence rates are concerned,
virtually all the impact of the latter change was on the provision of goods and
services, as 40 per cent of student-employees received the benefit, reflecting the
casual nature of their jobs; less than 5 per cent of them received any leave
entitlement.
As Table 3.3 indicates, if leave entitlements are included, by 1991 less than 10 per
cent of employees did not receive an employment benefit beyond their wage and
salary. Approximately 80 per cent (though declining) received the standard annual
holiday and sick leave. With the upsurge in superannuation, about the same number
received a contribution from their employer in 1992, and with the superannuation
levy legislation this will have increased further since then.
The perquisite benefits received most commonly, by slightly under one in five of the
employed workforce are discounts on the purchase of goods and services. On a par
with this, about one in six receive a transport benefit for journeys to and from work.
One in twelve employees receive a telephone benefit of some form.
Beyond these three, the incidence of benefits drops down to about one in forty, on
average, for a myriad of diverse benefits. These range from benefits for housing,
electricity and low-interest loans and shares, to the least provided benefits:
entertainment allowance, club fees, child care and education expenses.
Of the entire set of incidences outlined in Table 3.3, probably of most impact ~
terms of lifetime income, wealth accumulation and distribution is the dramatic rise ID
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Table 3.3: Incidence of Fringe Benefit Receipt: 1983 to 1992 (percentages)

Year
1983

Benefit type
Capital accumulation
Housing
Transport
Finance
Shares

4.0()
8.4 a
2.6
1.6

Allowances
Telephone
Electricity
Club fees
Entertainment
Union dues
Holiday

1984 1985 1986 1987 1988 1989 1990

1991

1992

3.4
15.4
2.9
2.8

3.2
16.7
2.6
2.4

3.3
17.2
2.6
2.6

3.2
17.4
3.1
2.8

3.2
16.8
3.0
2.8

7.9
1.9
1.3
1.7
2.1
3.6

8.4
2.1
1.3
1.7
2.3
3.6

7.5
1.9
1.5
1.8
2.7
3.6

8.5
2.0
1.5
2.0
2.5
3.7

8.8
2.1
1.8
1.7
3.1
4.0

8.4
2.4
1.5
1.8
2.8
3.8

20.0
3.4
0.3

18.9 15.1
3.0 3.1
0.2 0.2

15.5
3.2
0.3

16.2
3.4
0.3

17.5
3.5
0.3

17.6
3.7
0.3

18.0
3.3
0.3

39.5

39.5

39.4 39.9 41.4

46.8

51.6

72.2

80.3

1.7

1.8
82.5
82.8
66.7

1.8
82.1
82.6
66.6

2.0 2.1
1.9
80.9 79.8 79.1
81.5 80.4 79.7
65.8 65.9 63.4

2.4
78.3
78.8
64.4

2.6
78.9
79.4
66.2

2.8
79.7
80.0
67.1

2.8
77.9
78.1
66.5

Total, no benefit(a)

42.1

10.4

11.1

12.3 12.7

12.7

12.3

11.0

9.2

8.6

Total (excluding
leave and
superannuation)

60.4

75.9

70.4

61.9 60.2

62.9

64.7

67.3

69.6

68.0

4.1
17.1
2.8
1.6

3.7
15.8
2.5
1.5

8.6
2.4
1.6
4.4
2.1
3.5

9.3
2.4
1.8
5.1
2.5
3.9

9.1
2.1
1.5
4.3
2.3
4.0

Services
Goods/services
Medical
Total

17.6
3.3
0.3

21.4
3.6
0.3

Superannuation

39.9

Leave entitlements
Study
Sick
Annual
Long-service

Total Employees

5.19

5.35

5.51

3.3 3.3
14.5 14.8
2.6 3.0
1.4 2.1
7.8
1.8
0.9
1.8
1.8
3.9

5.68 5.87

6.10

6.50

6.57

6.17

6.18

('00000o)

Note:

a)

Source:

See Table 3.1.

Transport benefit for 1983 excludes benefit provided for journey to work.
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the provision of employer-funded superannuation. Over the nine-year period, and
concentrated in the period from 1987, the proportion of employees who will benefit
from this has doubled from 40 per cent to over 80 per cent. This has clearly already
had an impact on the distribution of superannuation assets and the distribution of
wealth. As these contributions rise, the impact will increase further. To the extent
that this benefit, by defmition, is only available to the employed, then the gap over a
lifetime between those employed and those either not employed or susceptible to
unemployment will rise.
In respect of the other fringe benefits listed in Table 3.3, whilst their relative
incidence would, on average, not appear to have changed much over the period,
despite the FBT, their incidence is not spread uniformly over the employed
population. As J amrozik, Hoey and Leeds (1981) point out in respect of the late
1970s, the distribution of employment benefits correlates with the vertical division
of the labour market: the higher an employee's position in the occupational ladder
the higher is the level of benefits, both in relative and absolute terms (Jamrozik,
Hoey and Leeds, 1981: 17). Thus, the highest incidence of benefit receipt is by
executives, managers and administrators particularly in the fmance, business and
property services. On the other hand, the lowest level of incidence of benefits is
received by employees in personal services industries such as recreation and
catering. The majority of these employees are women and young people, with a high
proportion of part-time work.
Little has changed in that general description of the distribution of benefits by
employee characteristics over the 1980s although some significant trends are
discernible. It is to those that this paper now turns.

3.2 Distribution of Incidence of Fringe Benefits by Employee
Characteristics
Gender
The Human Rights and Equal Opportunity Commission (1992) highlighted the
gender distinction in receipt of non-wage benefits when it pointed to the 'Hidden
Gap' as it called it, in its Report on the Inquiry into Sex Discrimination in
Overaward Payments. Drawing upon data for 1990, it pointed out that, excluding
entitlements to leave and superannuation, women received half the number of
benefits per employee that men did. Moreover, whilst 85 per cent of male
employees were entitled to paid annual and sickness leave, only 70 per cent of
female employees were. Long service leave was available to 58 per cent of women
but 73 per cent of male workers. In 1990, whereas 58 per cent of men received
employer superannuation contributions, only 44 per cent of women did.
Whilst much of this disparity reflects the concentration of women in part-time
employment, even amongst full-time employees women received substantially fewer
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benefits than men. Table 3.4 outlines the incidence of employment benefits by
gender and employment status revealed by the ABS survey for 1990.
As the Human Rights and Equal Opportunity Commission (1992) points out, in
respect of Table 3.4:
•

only 4.1 per cent of full-time female employees received a telephone benefit
compared with 12.9 per cent of full-time males;

•

26.3 per cent of full-time male employees received some form of transport
benefit compared with only 8.9 per cent of females;

•

of the fourteen 'fringe benefits' considered, the percentage of full-time female
employees in receipt of a particular benefit exceeded that for males in only two
categories: provision of goods and services (reflecting female dominance in the
retail sector), and access to study leave.

To quote the Commission:
In total, female full-time workers received on average, 0.55

benefits per employee compared with 0.91 received by males.
For part-time employees, the relative total incidence of benefits
is the same, irrespective of gender, at 0.36 benefits per
employee. (HREOC, 1992: 27)
The question is whether this relativity is closing in the way that the money wages
gap between men and women has been closing. Whilst women's average earnings
are still two-thirds of men's, this is an improvement of 4.5 per cent from 1974 and
the magnitude reflects continued concentration by women in part-time work (ABS,
Cat. No. 6304.0). Amongst full-time workers, women's earnings relative to men's
has increased from 78.3 per cent in 1983 to 82.4 per cent in 1992 (ABS, Cat. No.
6310.0).

In Table 3.5 we look at the relative incidence of fringe benefit receipt by both gender
and employment status in 1983 and 1992, respectively. This table is derived from
tables analogous to Table 3.3 compiled for each year from the ABS surveys. That is,
the incidence (or proportion) of employees in each gender and employment status
receiving a benefit is determined. The observed incidence for women in each
employment status (full-time, part-time and total) is then divided by the respective
incidence for men. Analogously to the determination of the 'gender wage gap',
being the average of women's wage in a category divided by the average men's
wage, this relative incidence by gender could be called the 'gender fringe benefit
gap'.
If the proportion of, say full-time women employees receiving a benefit equalled the
proportion of full-time men, then of course no gap would exist. On the other hand, if
for a certain employment status, only men received a benefit but women did not,
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Table 3.4: Incidence of Fringe Benefits, by Employee Status and Gender: 1990
Female

Male
Full-time

Part-time

Total

Full-time

Part-time

Total

Housing
Transport
Finance
Shares

4.7
26.3
3.2
3.8

0.5*
6.1
0.4*
0.7*

4.4
24.7
2.9
3.5

2.2
8.9
2.9
1.8

1.0
4.7
0.8
0.7

1.7
7.3
2.1
1.4

Telephone
Electricity
Club fees
Entertainment
Union dues
Holiday

12.9
2.7
2.2
3.3
3.8
4.8

2.0
0.7*
0.5*
0.1*
1.0*
0.9*

12.1
2.6
2.1
3.0
3.6
4.5

4.1
1.4
1.2
0.9
1.6
3.9

3.3
0.8
0.2*
0.7
0.5*
0.8

3.9
1.2
0.8
0.6

Goods/services
Medical
Child education

15.3
4.5
0.4

19.7
0.3*
0.1*

16.1
4.1
0.3

18.9
3.6
0.3*

20.4
1.0
0.2*

19.4
2.6
0.3

Superannuation

61.5

10.3

57.5

55.7

25.2

43.8

Study leave
Sick
Annual
Long-service

2.5
91.7
92.6
78.1

2.7
13.8
12.1
8.1

2.5
85.6
86.2
72.6

2.8
93.5
93.9
77.9

1.2
33.4
33.5
26.2

2.2
70.1
70.3
57.7

No benefits
Benefits/Employtbl)
Total emp1oyee~
Total 'benefits' )
Notes:

a)
b)
*

Source:

3.0
.8837
3445.5
3044.6

56.6
.3314
276.1
91.5

7.2
2.6
.5160
.8403
3741.9(a) 1723.8
3144.3
889.4

36.9
.3444
1079.1
371.6

1.1

2.7

16.0
.4506
2823.7(a)
1272.4

Includes 41,000 persons whose full-time/part-time status could not be
determined.
Thousands.
Asterisk (*) implies results subject to large sampling error.

ABS, Employment Benefits, Australia, 1990, Cat, No. 6334.0.

then the relative incidence (that is, incidence of women divided by incidence of men)
would be zero and the gap equal to 100 per cent. Where the value in a category
exceeds 100 per cent, then women in that employment status are more likely to
receive a benefit than a man.
It should be noted that the ABS survey did not collect data on leave entitlements in
1983, but began collection in 1984. Hence, for the purposes of this exercise the
1984 leave entitlement data has been taken for the earlier period. Looking at 1983
first, the total column indicates that in that year, for no single benefit were women
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Table 3.5: Relative Gender Incidence of Fringe Benefits(a): 1983 and 1992

1983
Full-time

Benefit

Part-time

1992
Total

Full-time

Part-time

Total

Housing
Transport
Finance
Shares

31.6
27.8
66.1
29.6

94.4
92.7
55.8*
70.6*

30.2
30.3
48.6
47.0

40.4
31.0
108.6
52.5

111.1
91.7
1100.0*
366.7*

36.4
29.1
84.4
45.9

Telephone
Electricity
Club fees
Entertainment
Union dues
Holiday

23.0
44.1
20.1
22.4
35.8
64.5

109.3
95.3
87.7*
41.9*
21.1*
35.5

30.5
45.9
21.0
19.2
28.3
48.6

31.3
50.0
61.9
30.0
45.2
82.0

122.6
136.4
33.3*
100.0*
44.4*
80.0

32.5
53.3
40.0
22.2
33.3
58.7

Goods/services
Medical
Child education
Total Perquisite
Benefits

101.5
78.4
64.9

105.7
64.4
134.8*

98.2
61.0
72.2

114.9
74.4
66.7

119.2
150.0
200.0*

116.1
60.0
66.7

51.7

90.3

49.8

58.2

116.3

54.4

Superannuation

63.2

45.8

47.8

99.9

159.6

91.3

Stud(b~eave

99.5
99.6
99.2
94.3

26.2
123.8
125.3
121.5

76.1
80.6
80.2
75.7

113.8
101.9
101.8
100.9

47.5
185.1
186.6
217.5

90.0
82.8
82.4
81.2

111.9
51.7

84.9
90.3

297.1
49.8

104.0
58.2

58.9
116.3

27.7
54.4

51.7

90.3

49.8

58.2

116.3

54.4

Sick
Annual(b)
Long-service(b)
No benefits
Benefits/Employee
Total 'Perquisite
benefits per
employee'
Notes:

a)
b)
*

Source:

See main text and Table 3.1.

Incidence of receipt by women as a percentage of receipt by men.
Relates to 1984 survey.
Implies result subject to large sampling error.

employees more likely to receive it than men. In fact, the only grouping in which
women were more likely to appear was the proportion who received no benefit of
any kind. Whilst 5.9 per cent of men did not receive a benefit, 17.4 per cent of
women employees did not. This total figure reflects the different full-time and parttime employment rates of men and women and the differential between the
likelihood of part-time employees receiving a benefit compared to a full-time
employee. As Table 3.4 indicates, this disparity is very large.
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However, even if the employed population is split and comparison only made within
the same employment status, women received overwhelmingly fewer benefits than
men. Amongst full-time employees, it was only in the receipt of discounted goods
and services that women were more likely to receive a benefit compared to men.
The disparity between men and women in leave entitlement benefits was minimal,
reflecting the collective basis of their provision. Amongst part-time workers, as well
as for the goods and services category, women had a greater probability of receiving
a telephone benefit.
On the other hand, amongst full-time employees, substantially fewer women
(relative to their total numbers) received club fees, entertainment allowance, shares
or a transport benefit such as a car. In these categories, their relative receipt was less
than one-third that of men. As in the money-wage comparison, part of the
explanation lies in the occupational and industry segregation of the labour market the object of a recent study by Kakwani (1993).
Women are more likely to receive a greater incidence of goods and services relative
to men because of their dominance (and possible seniority in terms of length of
employment) in the retail sector. Similarly, the predominance of female telephone
operators would form part of the explanation for their greater relative incidence
amongst part-time employees in receiving a telephone benefit. Conversely,
women's lack of representation among those occupations which might partly justify
club fees being paid or an entertainment allowance being provided provides a basis
for their low relative receipt of those benefits. Women's involvement in the finance
and travel areas, similarly, provides a part-explanation of the higher than average
relative receipt of benefits in these industries.
Altogether, in 1983, adding the incidence of all perquisite benefits together, women
were only likely to receive half as many benefits as men, and this conclusion holds
even amongst full-time employees. As far as leave entitlement was concerned, on a
relative basis, despite the greater coverage of women part-time workers in collective
agreements stemming from permanency compared to male part-time work when
combined with the greater proportion of women working part-time as distinct from
full-time, women's overall access to leave arrangements was less than men's.
Finally, superannuation access for both women full-time and part-time employees
was substantially less than that for men.
Turning to 1992, we can see from Table 3.5 that the relative incidence of total
perquisite benefits for women overall compared to men improved from 49.8 per cent
to 54.4 per cent. Thus, there has been a small relative improvement of access to
benefits for women. This applies both amongst full-time and part-time employees
In fact, amongst part-time workers, women are more likely to receive a benefIt
compared to the small number of male part-time workers.
Despite this marginal improvement, if we look at the total column, in respect of
every benefit (except goods and services) women are still less likely to receive. a
benefit than men. Even if we look only amongst full-time employees, it is only III

PERKS OF THE JOB

29

the low-interest finance area as well as goods and services - that is in industries with
a higher proportion of female workers - that their receipt of a benefit is higher than
men's on a per capita basis.
The observed marginal improvement of women's relative access to fringe benefits,
which is commensurate to the movements in relative money wages, although from a
much lower base, is consistent for employees across most benefits. It appears to be
greatest in respect of the provision of low-interest loans, holidays and goods and
services benefits. Even for club fee benefit, it increased although from an extremely
low base. However, for the possibly more valuable benefits of shares and transport,
it actually fell in the nine-year period.
Women who were full-time employees, however, generally improved their relative
position vis-a-vis their male full-time colleagues, or more accurately, began to
redress their disadvantage. Thus, by 1992 full-time women employees were about
one-third as likely to receive a telephone benefit as their male counterparts; in 1983,
they were only about one-quarter as likely. There may be improvement, but such
access to benefit equality still has a long way to go.
On the other hand, in respect of superannuation and standard leave entitlements, the
collective agreement nature of the latter and the introduction of the statutory
superannuation levy has seen women's access to the benefits at least equal and, due
to their more widespread coverage under collective agreements, exceed comparable
benefit receipt by men, particularly amongst part-time workers. That is not to
suggest that overall disparity of access does not exist. Whilst 59 per cent of parttime women employees receive a superannuation benefit, and this exceeded the 37
per cent average incidence for part-time men, it was still substantially below the 88
per cent access for full-time men and women. Given that 40 per cent of women
worked part-time compared to 9 per cent of male employees in 1992, women's
access to superannuation in that year was still less than men's.
Particularly disturbing in terms of gender equity and the distribution of fringe
benefits, is the low relative incidence of provision of study leave arrangements for
part-time women compared to part-time men. Less than half of these women are
able to take leave to attend a course of study (whether on a paid or unpaid basis) and
thus have access to human capital investment, compared to men working part-time.
Of course, since the data is based not merely on the availability of benefits but their
actual use, this could reflect broader social trends.

Gender Equity and the FBT
Whilstthese comparisons can indicate longer-term trends, it is interesting to examine
the effect the introduction of the FBT might have had on gender equity in the receipt
of fringe benefits. In Table 3.6 we detail the average number of perquisite benefits
received per employed person separately for full and part-time workers differentiated
by gender for a selective series of years within the 1983 to 1992 period. The years
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Table 3.6: Relative Gender Incidence of Receipt of Perquisite Benefits by Employment
Status: Selected Years 1983 to 1992

All employees

Part-time

Full-time

Female
to male
differential

Female
to male
differential
Year

Male

Female

(%)

Male

Female

(%)

1983
1984
1985
1987
1990
1992

.8864
.9918
.9147
.8029
.8837
.9009

.4313
.4903
.4815
.4200
.5160
.5244

48.7
49.4
52.6
52.3
58.4
58.2

.3973
.4097
.4110
.2361
.3314
.3183

.3595
.3787
.3469
.2834
.3444
.3702

90.5
92.4
84.4
120.0
103.9
116.3

Source:

Female
to male
differential

(%)

Male Female
.8595
.6902
.8857
.7650
.8403
.8492

.4069
.4514
.4340
.3685
.4506
.4618

47.3
47.0
49.0
48.2
53.6
54.4

See Table 3.1.

selected were based on the critical years of change in incidence as outlined in Table
3.2 above. We would also have hoped to include 1986, the actual year of
introduction of the FBT, but unfortunately the ABS Employment Benefits publication
related to the survey in that year did not distinguish full-time and part-time
employees by gender.
In Table 3.6, for example, for 1983, the average male full-time employee received a

sum total of .8864 perquisite benefits (all those included in previous tables but
excluding superannuation and leave entitlements), this figure being derived by
summing the incidence of each. That is, the 3,008,700 males in this category
received a total of 2,666,800 benefits of some kind. A similar average 'benefit' per
full-time female employee is determined, and the resultant female rate (.4313)
divided by the male rate to indicate the 'gender gap' .
One further point, prior to examining Table 3.6, should be made.
defmition of transport benefit was expanded to include:

In 1987, the

payment or subsidisation of the cost of travel to and from work.
This had the effect of increasing the estimate of the number of
persons in receipt of this benefit by 436,400 in August 1987.
(ABS, 1987, Cat. No. 6334.0: 6)
Thus on the original data, a discontinuity occurred in the series, at a critical juncture
vis-a-vis the FBT. The ABS did, however, publish revised aggregate measures for
previous surveys to enable comparisons to be made. For the purposes of Table 3.6,
it was assumed that this additional transport benefit was distributed amongst males
and females of full- and part-time employment status in the same way as the existing
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transport benefit received in those earlier surveys, which in aggregate was of similar
magnitude.
Table 3.6 indicates that up to 1985, the average benefits received by women
compared to men increased marginally in total and for full-time employees the
relativity increased from 48.7 per cent in 1983 to 52.6 per cent in 1985. With the
introduction of FBT, though, this trend improvement was slowed and marginally
reversed. More accurately, it was the employers' response to the proposed and
actual introduction of FBT that produced this outcome. Women's benefits were cut
back at a greater rate than men's in the 1985-1987 period. By 1987, the average
women's benefits had been reduced by 15.1 per cent overall, compared to a 13.4 per
cent reduction for men's. Amongst full-time employees, women incurred a 12.8 per
cent reduction in average benefits received compared to a 12.2 per cent reduction for
men.
However, as employers adjusted to the new FBT, and with strong employment
growth in the 1987-1990 period, particularly amongst women (14.4 per cent amongst
female full-time employees, compared to 8.6 per cent amongst full-time males, and
16.8per cent for all women employees compared to 10.1 per cent for men) there was
a dramatic turnaround. By 1990, the average female full-time employee received
58.4 per cent of the benefits of her male counterpart, compared to 52.3 per cent in
1987. Amongst all employees, the increase was similarly dramatic. The average
benefits received by women increased by 22.3 per cent compared to 9.8 per cent on
average by men, such that in 1990 women workers received 53.6 per cent of the
average benefits of a male worker compared to 48.2 per cent in 1987. The onset of
the recession, at least in the period to 1992 appears to have done little to alter this.
Table 3.6 also highlights the dramatic impact associated with the FBT on benefits
received by part-time workers particularly male part-time workers. In 1985, the
average male part-time worker received .4110 benefits; by 1987 this had been cut by
overhalf to .2361 and whilst it improved slightly over the period from 1987 to 1990,
it was still nearly 20 per cent less than in 1985 and appears to have fallen further
between 1990 and 1992. Compare this to full-time males, where average benefits
per recipient fell 12.2 per cent (one-eighth) from 1985 to 91 per cent from their peak
in 1984. Moreover, since 1987, the average fringe benefits for full-time males has
continued to increase so that the 1992 average is within 2 per cent of the 1985 figure.
Whilst a similar dramatic fall in benefits provided to female part-time workers
occurred (a 42.5 per cent cut on average between 1985 and 1987), this was three
times the cut for female full-time workers, as distinct from the six-times cut in the
male part-time receipts compared to full-time. One consequence was that benefits
received by female part-timers exceeded the average benefits of males in 1987 and
that distinction has been maintained since, particularly in the post-1990 period.
Another consequence is that the differential between the benefits received by fulltime and part-time male employees has widened considerably in the post-FBT era.
In 1985, part-time men received on average 45 per cent of the benefits of full-time
men; by 1992, they received only 35 per cent. Conversely, the much smaller
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disparity between full-time and part-time women has not changed dramatically. In
1985, a part-time female employee received 72 per cent of the benefits of a full-time
female. By 1992 this had fallen marginally to 71 per cent.
From Table 3.6, it appears that if there was one clear-cut loser in the fall-out from
the shake-up of fringe benefits upon the introduction of the FBT, it was male parttime workers, who not only had their benefits cut dramatically and have never
regained them, but the disparity between them and female part-time employees, and
all full-time workers has increased in similar dramatic fashion.
Incidence by Occupation Category
As may be expected, similar differential incidence of fringe benefit and receipt exists
by occupation, in addition to gender and employment status. For example, as
Jamrozik, Hoey and Leeds (1981) indicated, fringe benefit receipt is particularly
concentrated in managerial occupations. Over the period of the ABS Employment
Benefits survey, employees who are described as in the managerial or administrative
occupation category have comprised between 6 and 7 per cent of all employees.
This group have, however, consistently received between 18.5 and 20 per cent of all
benefits received. Other occupations, largely reflecting the vertical division of
labour, have not received a share of benefits commensurate with their relative size.
Moreover, as Table 3.7 indicates whilst there was some cut-back in fringe benefit
receipts from the halcyon days of 1984, particularly in respect of entertainment
allowances and club fees, the benefits available to managers bounced back very
quickly from the introduction to the FBT in 1986 and have been extensive and
steady since then. Table 3.7 shows that by 1988, more than half of managers
administrators and executives received a transport benefit due to the FBT advantages
in the provision of a company car and the legitimisation of fringe benefits, as
discussed earlier.
In summary, a significant differentiation of fringe benefit receipt exists which is
likely to have important implications for the distribution of such benefits, having
regard to anticipated differences in their value. There are important implications
also for the distribution of income under a broader definition than the standard 'cashonly' definition. This is highlighted by Table 3.8 which shows the benefits received
by that combination of characteristics most closely correlated with high fringe
benefit receipt - full-time, male, managerial occupation - compared to everyone else.

Aside from leave entitlements and superannuation, and goods and services and
holiday benefits, male managers receive fringe benefits at least double the incidence
of every other benefit. For transport (largely a car) they receive it at a rate almo.st
four times the rest of population, such that over 60 per cent receive this benefit.
Significantly, in terms of gender equity, this is double the incidence of female
managers. Nearly 37 per cent receive a telephone benefit, compared to half that rate
for female managers, nearly a quarter of that rate for other male employees and onefifth of that rate for all employees.
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Table 3.7: Incidence of Benefit Receipt, Managers, Administrators and Executives: 1983 to

1992

Years
Benefit

1983

1984

1985

1986

1987

1990

1992

Housing
Transport
Finance
Shares

7.6
44.1
7.3
6.6

9.8
44.5
8.3
8.8

7.7
40.8
7.3
6.9

8.8
37.1
7.0
5.8

10.6
48.5
8.7
8.7

9.2
51.7
6.4
7.9

8.8
52.7
6.0
8.1

Telephone
Electricity
Club fees
Entertainment
Union dues
Holiday

39.3
4.3
10.5
31.7
6.5
5.5

42.9
5.8
12.5
34.4
8.0
7.7

40.6
4.4
10.3
30.9
7.7
6.1

33.0
5.5
5.5
13.6
5.8
4.6

33.6
6.3
7.7
12.4
6.4
6.4

31.9
5.3
8.0
11.9
6.3
6.3

33.2
6.3
6.8
10.4
7.8
5.2

Goods/services
Medical
Child Education

25.9
7.1
1.0

30.2
8.1

25.1
6.8

*

28.7
8.6
1.1

*

20.9
8.4
1.0

20.9
7.8
1.0

21.1
6.1
0.9

Superannuation

64.4

61.7

59.9

59.7

59.6

62.4

85.0

2.0

1.4
89.9
90.3
72.5

2.1
90.7
91.7
72.1

2.2
88.8
90.1
71.6

3.4
88.6
89.5
71.8

2.8
86.9
89.0
70.4

2.7
85.6
86.0
69.7

2.9
2.0
1.5848 1.7866
345.4 371.6
547.4 663.9

2.8
1.7458
461.4
805.5

2.6
1.7348
446.5
774.6

Study Leave
Sick
Annual
Long-service
No Benefits
BenefitslEmploy~e

Total Employ~~ a)
Total Benefits a
Note:

a)

Source:

See Table 3.1.

1.9737
312.3
616.4

2.1
1.9
2.2084 2.0107
324.8 318.1
717.3 639.6

Thousands.

For financial benefits in the form of low-interest loans and shares, the incidence of
receipt for male managers is between two and three times that of everyone else.
Significantly this distinction is maintained in comparison to female managers. In
relation to an entertainment allowance, 12.2 per cent of male managers received it in
1992 compared to less than 5 per cent of female managers. As Table 3.8 graphically
demonstrates, even above the 'glass ceiling', female managers have a long way to go
in the fringe-benefit stakes compared to their male counterparts.
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Table 3.8: Incidence of Fringe Benefits: Full-time Managers and Administrators, 1992

Managers
Male

Female

Other occupations
Total

Male

Female

Total

Housing
Transport
Finance
Shares

9.3
60.2
7.0
9.4

6.5
27.7
2.8*
3.4*

8.8
54.2
6.2
8.3

4.2
22.0
3.1
3.4

1.7
7.1
3.8
2.0

3.3
16.8
3.4
2.9

Telephone
Electricity
Club fees
Entertainment
Union dues
Holiday

36.9
6.8
7.8
12.2
8.7
5.7

18.3
3.7*
3.4*
4.9
5.0
3.7*

33.5
6.2
7.0
10.8
8.0
5.3

9.9
2.7
1.4
1.8
3.6
4.9

3.3
1.5
1.2
0.7
1.8
4.1

7.5
2.3
1.3
1.4
3.0
4.6

Goods/services
Medical
Child education

19.7
6.9
1.1

27.8
2.8*
0.6*

21.2
6.2
1.0

16.5
4.0
0.2

18.8
3.2
0.2

17.3
3.4
0.2

Superannuation

86.1

85.4

86.0

88.3

88.2

88.3

Study leave
Sick
Annual
Long-service

2.5
87.6
88.4
72.5

4.1*
89.8
88.6
69.7

2.8
88.0
88.4
72.0

2.9
90.9
91.3
78.9

3.2
92.4
82.8
79.4

3.0
91.4
91.8
79.1

2.0
1.9160
346.5
663.9

1.9*
1.1073
78.3
86.7

2.0
1.7667
424.8
750.6

2.6
.7760
2817.5
2186.5

2.7
.4945
1525.1
754.2

2.6
.6772
4342.6
2940.7

No benefits
Benefits/Emplo Y
Total employee~ a
Total 'benefits' a)

65

Note:

a)

Source:

ABS, Employment Benefits, Australia, 1992, Cat. No. 6334.0.

Thousands.

PERKS OF THE JOB

35

4 Fringe Benefits and Wage Income
The ABS Employment Benefits, Australia (Cat. No. 6334.0) survey also collects data
on the money wage and salary that employees receive. Whilst the ABS does not
currently collect the value of fringe benefits, the wage and salary data enable the
distribution of the incidence of benefits relative to the distribution of wages and
salaries to be ascertained.

4.1 Distribution of Benefits by Money Wages
These surveys reveal, as would be expected from our analysis by recipient
characteristics, that not only do a greater percentage of high income recipients
receive a particular benefit when employees are ranked by revealed money wages
and salaries, but more receive a greater number of benefits. However, the pattern of
incidence is not consistent between each type of benefit. Some benefits, such as
goods and services and electricity, appear to be received more by lower-income
earners, although most recipients are highly concentrated in the upper income
ranges.
Although the income ranges are rather broad and in nominal dollars each year, we
can place the data on a comparable basis by calculating decile shares of the revealed
money-wage distribution each year and then determining the number of recipients of
each benefit type located in each decile. As an illustration, in Table 4.1 the
distribution of incidence for each benefit by distribution of wages for all employees
in 1988 is detailed. For presentation purposes, these data are presented by quintiles
although the first and tenth deciles are separately outlined.

In addition, the concentration ratio can be determined as a summary measure of
degree of association. The concentration ratio is similar in derivation to the Gini
coefficient, except that recipients are not ranked by ascending order of receipt of a
particular item, such as wealth, but rather by the ascending order of receipt of
another variable, such as income. The concentration between the distribution of the
two variables reflects the extent to which the two variables are linked (the degree of
association), either positively or negatively. Thus the concentration ratio can have a
negative value if the two variables are linked inversely. If both variables are closely
associated such that the first 10 per cent of income recipients owns 10 per cent of the
wealth, the bottom 20 per cent, 20 per cent etc., then the concentration ratio will be
equalto zero.
Thus, from Table 4.1, in 1988 the lowest 10 per cent (decile 1) of money-wage
recipients received 8.0 per cent of the total number of housing benefits in that year.
The lowest 20 per cent (quintile 1) received 16.3 per cent of the housing benefits.
Conversely, the top 10 per cent (decile 10) of wage and salary earners received 18.8
per cent of the housing benefits. Note that this says nothing about the value of the
benefit that each recipient obtained, merely whether they received a benefit or not.
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Table 4.1: Distribution of Incidence of Fringe Benefits by Income Quintile and Top and
Bottom Decile, All Employees: 1988

Benefit type

Decile Decile
10
1

Housing
Transport
Low-interest loan
Shares
Telephone
Electricity
Club fees
Entertainment
Union dues
Holiday
Goods/services
Medical
Child education

8.0
3.4
0.8
3.3
5.1
9.9
4.0
1.7
2.6
1.5
12.3
3.0
11.3

18.8
22.8
20.5
23.7
24.7
13.3
34.1
39.2
28.4
20.6
7.8
21.8
22.7

16.3
8.9
4.0
7.2
10.4
22.3
7.5
2.8
5.6
4.5
24.3
8.2
18.9

15.8
11.2
13.7
11.5
11.5
20.8
7.1
4.9
9.6
12.4
22.2
13.9
15.7

Superannuation

1.3

16.8

4.7

Study leave
Sick leave
Annual leave
Long service leave

6.7
2.5
2.4
1.9

15.1
11.6
11.6
12.8

12.1
10.2
10.2
7.8

Source:

2

Quintile
3

Concentration
ratio

4

5

14.8
15.1
17.5
15.4
12.2
14.6
8.7
8.1
14.6
19.2
20.7
14.6
11.2

20.3
25.3
27.7
24.3
22.0
19.0
19.4
12.4
22.9
25.8
17.3
23.5
18.3

32.9
40.5
37.1
41.6
43.8
23.3
55.3
64.2
47.3
38.0
15.6
39.8
35.9

0.157
0.330
0.334
0.340
0.319
0.002
0.464
0.573
0.404
0.346
-0.091
0.301
0.150

15.0

20.8

26.8

32.7

0.281

13.9
20.5
20.6
18.8

15.5
22.7
22.6
22.6

26.2
23.3
23.3
25.0

32.3
23.3
23.3
25.8

0.214
0.124
0.123
0.177

Derived from ABS, Employment Benefits, Australia, 1988, Cat. No. 6334.0.

The final column of Table 4.1 shows the calculated concentration ratios between the
incidence of each benefit and money wages and salaries. The higher the positive
value the more the incidence of fringe benefit receipt was concentrated in the upperincome deciles and quintiles. If the ratio is negative, then lower-paid wage and
salary earners receive more of the benefit. Thus, the entertainment allowance benefit
with concentration ratio of 0.573 is concentrated amongst higher-income earners.
On the other hand, the provision or subsidisation of goods and services has a
negative concentration ratio of -0.091 indicating that it is more concentrated in the
lower-income ranges. This is confirmed by the share of the bottom 10 per cent who
received a more than proportionate share (12.3 per cent) of this goods and services
benefit.
If we look at the bottom decile specifically, whilst they receive more than their share
of goods and services and children's education expenses (which includes child care),
they receive less than one per cent of financial benefit in the form of a low-interest
loan and less than two per cent of the total benefits in the form of entertainment
allowances and holiday expenses, and, at that time, employer contributions to
superannuation. Conversely, the top decile received almost 40 per cent of all
entertainment allowances, and 28.4 per cent of 'Union dues', which also include
professional association fees, and may be more appropriate at this income level. On
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the other hand, this top decile received only 7.8 per cent of the goods and services
benefit, which is less than the percentage received by the bottom decile.
As may be expected, standard leave entitlements such as sickness and annual leave
are more equally distributed across income levels, although the predominance of
part-time and casual workers in the bottom decile means that these workers only
receive about 2.5 per cent of such benefits. Of the total of eighteen benefits listed in
Table 4.1, all but one has a positive concentration ratio. Thus, even assuming that
every benefit received has exactly the same dollar value irrespective of who receives
it, Table 4.1 indicates that differences in the distribution of incidence of fringe
benefits would ensure that higher-income wage recipients obtained a larger-share of
this 'wage supplement', further exacerbating inequality in the distribution of wages
revealed by the money-wage distribution.

4.2 Change in Distribution over Time
By recalculating Table 4.1 and the resultant concentration ratios for each benefit for
each year, we can ascertain how the incidence and distribution of fringe benefits has
changed over time. In particular, we can examine the impact which we have noted
above by recipient characteristics of actions related to the introduction of FBT.
Unfortunately, the data as published in the ABS Employment Benefits series place a
severe limitation on such comparative analysis. From 1983 to 1988 inclusive, the
data are presented by the wage income of all employees. From that point onwards,
the data are only available in respect of full-time employees. For 1988, however,
both sets of data on type of benefit received and weekly eamings in main job, are
published for all employees and full-time employees in their main job. Thus we have
at least one common point.
Table 4.2 outlines the estimated concentration ratios for each benefit type, for 1983
and 1988, in respect of all employees and then, for 1988 and 1992 in respect of fulltime employees. (Further details of the calculations underlying these estimates are
available on request from the author). The first point to note from Table 4.2 is that
the distribution of incidence by wage earnings is more equal amongst full-time
employees in 1988 than amongst all employees in the same year. In view of the
disparity in benefit receipt between full-time and part-time employees examined in
the previous section (and the dramatic increases in that disparity after the
introduction of FBT), it is be expected that excluding part-time workers would result
in a more equal concentration ratio with respect to the more limited full-time
employment population. Unfortunately, the distribution of fringe benefits for all
employees is unavailable in published form after 1988, so the impact of fringe
benefitincidence on wages cannot be fully ascertained.
If we look firstly to the change apparent amongst all employees between 1983 and
1988 in Table 4.2, it can be seen that for eleven of the fifteen benefit types, the
distribution of benefits became more concentrated in the higher income ranges. Of
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Table 4.2: Change in Distribution of Fringe Benefit Receipt: 1983 to 1988 and 1988 to 1992
(Concentration Ratios)

Benefit

1983

1988

Full-time Employees
(in main job)
1988
1992

Housing
Transport
Low-interest loan
Shares
Telephone
Electricity
Club fees
Entertainment
Union dues
Holiday
Goods/services
Medical
Child education(a)

.160
.306
.335
.197
.302
-.040
.399
.463
.293
.27
-.020
.250
.053

.157
.330
.334
.340
.319
.002
.464
.573
.404
.346
-.091
.301
.150

.094
.271
.232
.269
.297
-.061
.426
.508
.328
.238
-.083
.219
.168

.036
.236
.163
.236
.262
-.099
.457
.579
.354
.212
-.070
.264
.387

Superannuation

.306

.281

.174

.033

Study leave
Sick leave
Annual leave
Long-service leave

.~~a,)

.214
.124
.123
.177

.213
.013
.012
.069

.205
.023
.021
.062

All employees

na
na

Notes:

a)
b)

May be subject to large sampling variability.
not available, data not collected that year.

Source:

ABS, Employment Benefits, Australia, Cat. No. 6334.0, various years.

the remaining four types, there was virtually no change in the relative incidence of
housing benefits and low-interest loan benefit, and the receipt of goods and services
benefit became further concentrated amongst lower-income groups. The only true
reduction in inequality of the distribution occurred in respect of superannuation.
The most dramatic increase in the concentration ratio occurred in those areas where
fringe benefit receipt was already highly concentrated at the upper-income levels
(entertainment allowances and club fees) and which, as we have seen, were subject
to dramatic reductions in the light of the FBT introduction. The provision of shares
which was not affected by FBT, increased in higher-wage categories also. The more
standard benefits, transport and telephone, also become more highly concentrated
with income. Thus, any benefit reduction contingent upon introduction of the FBT
tended to impact more on lower-income rather than higher-income money-wage
recipients.
Further examination of the quintile share data (not reported here) suggests that ~e
concentration of receipt of benefits in the higher-income ranges reached a peak ID
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1987, and that for virtually every benefit the share of the top decile or quintile was
higher in 1986 with the introduction of FBT than it was in 1985 or 1984 depending
on when the cut-backs (as revealed in Table 3.2 above, by type) commenced. What
becomes clear in this examination is that irrespective of any impact on fringe
benefits, the changes that occurred in the 'shake-up' of fringe benefit provision (that
either anticipated or reacted to the FBT), had the effect of reducing the provision of
such benefits to lower-income earners to a greater extent than to wage-earners with
higher salaries. Fringe benefit provision up to 1988 became even more highly
concentrated on higher income earners. Given our analysis on the individual
rationale attendant on the FBT, such a result, ceteris paribus, was to be expected.

If we look at Table 4.2 for the period since 1988, a different pattern emerges. In
tenus of the thirteen perquisite benefits outlined, the concentration ratio actually falls
in seven categories and in the case of electricity its incidence becomes further
concentrated in lower-income ranges. Only in five categories does the ratio rise,
compared to ten categories in the 1983-1988 period. Those rises are again in the
benefit types which are already highly concentrated in high wage groups: club fees,
entertainment allowances and union dues and professional association fees.
To understand the movements in the first five of the benefits outlined in Table 4.2, it
is apparent again through more detailed examination of the quintile shares that these
were most highly concentrated in the highest quintile in the 1989-1990 period, and
then fell. For instance, for the housing benefit, the top quintile received 34.3 per
cent of full-time benefits in 1989. By 1992 this had fallen to 29.5 per cent.
Conversely, the share of the bottom decile of full-time employees (ranked by wage)
for housing benefit incidence rose from 11.5 per cent in 1989 to 19.6 per cent in
1992. A similar shift can be observed in the provision of low-interest loans shares
and holiday expenses.
As indicated in the previous section, the tax rate changes in 1988-89 which provided
a 'window of opportunity' for higher-income use of such fringe benefits for tax
minimisation purposes, would have encouraged such increased concentration to
1989-90 (see Collins et al., 1989). However, as the recession occurred then, the
capacity of these higher-income earners to justify such provision might have proved
more difficult. Those worsening economic conditions, combined with changes in
the tax relationship between the rates of marginal personal income, corporate income
and fringe benefit tax (as outlined in Section 2.4, particularly Table 2.1), would have
suggested reduced tax-minimisiation benefits, and lessened use of fringe benefits.
Thus, the combined impact of the general level of economic activity and the
complex tax relationships associated with fringe benefits provide an explanation of
the apparent result in Table 4.2.
All of the above analysis is based purely on analysis of the incidence of fringe
benefits receipt. Every recipient, irrespective of income, is implicitly assumed to
receive the same value of benefit. The analysis can only acquire reality and be
incorporated with other sources of broad income if value data can be applied to these
benefits.
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5 The Distribution of Various Fringe
Benefits by Value
Whilst the distribution of the incidence of fringe benefits is important, it does not
reveal much about the distribution of the value of each fringe benefit type. The
implicit assumption is that each recipient of a benefit receives exactly the same
amount of such benefit. Thus, as a proportion of total remuneration, the value of the
benefit declines. This is, of course, an unrealistic assumption: a variety of ad hoc
remuneration surveys (even limited to executives) and a number of more
comprehensive overseas studies (for example, Royal Commission into the
Distribution of Income and Wealth, UK, 1976) suggest that at a minimum the value
of benefits as a proportion of the total wage or salary 'package' is constant, and
usually increases with other cash-wages.
As the Draft White Paper noted:
evidence ... points to the money equivalent of most benefits
rising with size of earnings and constituting a substantial part
of total remuneration at higher levels of income. (Treasury,
1985, para 8A.4: 96)
One way of incorporating such value increases into an estimate of the distribution by
fringe benefit type is to 'rotate' the estimated incidence distribution, with respect to
levels of income, by the distribution of that money-wage. That is, the minimum
assumption is made that the relative difference in the value of any benefit received is
equal to the relative difference in the value of wage income received. Thus the value
of benefit received is assumed to vary between income groups at a rate dependent
upon the rate at which the relative income of those groups varies. In practice, this is
a very conservative assumption implying that the proportion of benefits, if received,
to total remuneration is constant across all income groups. A person who received
double the money-wage income of another would be assumed to receive a fringe
benefit double the value of the other if both received a particular benefit.
The application of these two factors, the incidence of fringe benefits as revealed by
the ABS surveys and the relative valuation assumption, enables an estimate to be
made of the distribution of each benefit by the value of the benefit received. Of
course, if the distribution of wage income is perfectly equal such that every person
receives the same money wage, this resultant value distribution reverts to the
incidence distribution. Wages, though, are not perfectly equal in their distribution.
Application of this method, based on decile means, to the distribution of benefit
receipts by full-time employees in 1990 leads to the estimated value distribution by
benefit type outlined in Table 5.1. In this case, the technique has the additional
virtue of continuity in that the source of the distribution of money-wage income IS
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Table 5.1: Estimated Distribution of Value of Fringe Benefits by Type, Full-time Employees:

1990

Benefit type

Decile Decile
1
10

1

2

Quintile
3

4

5

Concentration
ratio

Housing
Transport
Low-interest loan
Shares
Telephone
Electricity
Club fees
Entertainment
Union dues
Holiday
Goods/services
Medical
Child education

4.5
2.1
1.5
1.0
2.6
7.1
1.6
0.8
1.8
1.3
4.7
2.3
2.6

32.7
63.2
36.1
41.8
39.6
28.9
53.7
52.5
46.3
33.0
19.8
41.5
35.8

9.2
4.9
4.7
3.6
5.1
13.3
3.2
1.6
3.7
4.4
12.5
5.0
3.9

9.2
7.4
9.6
7.6
6.4
12.3
3.7
2.3
6.9
9.8
17.3
8.5
4.7

14.3
13.1
15.7
12.0
11.7
15.2
7.7
7.3
8.6
14.7
18.3
12.6
13.0

20.1
20.4
18.1
17.8
19.8
17.6
13.5
17.7
15.0
20.9
20.6
16.5
19.7

47.2
54.2
51.9
59.0
57.0
41.6
71.9
71.1
65.8
50.2
31.3
57.4
56.0

.370
.471
.437
.514
.497
.264
.630
.659
.561
.433
.177
.483
.488

Superannuation

2.4

23.4

7.2

13.4

17.8

22.8

38.8

.305

Study leave
Sick leave
Annual leave
Long service leave

2.1
3.6
3.6
2.7

23.1
20.2
20.2
21.0

5.1
9.5
9.6
8.0

8.7
15.0
15.0
14.3

17.1
18.5
18.5
18.4

26.9
22.7
22.5
23.4

42.2
34.3
34.4
35.9

.381
.242
.241
.272

Wages

4.0

20.4

10.2

15.0

18.2

22.3

34.3

.230

the same August survey conducted by the ABS (Cat. No. 6310.0). The method has
the advantage that superannuation contributions are usually based on a fixed
proportion of gross wages, and that the value of paid but not worked leave time is
readily incorporated with the assumption that the value of that leave is the wage
provided for the period not worked.
Table 5.1, analogous to Table 4.1 above, shows distributional data by quintile plus
the top and bottom deciles. The concentration ratio calculated is still not exactly the
Gini coefficient in that the resultant value of benefit received is not ranked by that
value received, but still by wage income. However, by incorporating relative
money-wage disparities, it moves closer to a Gini value being based on the moneywage distribution. As a touchstone in assessing each distribution, the money-wage
distribution is also included, with an actual Gini coefficient of 0.23.
Examination of Table 5.1 and re-ranking by level of revealed concentration ratio, as

in Table 5.2 suggests that the benefits fall into four distinct groups:
the 'super-benefits':
management;

those concentrated in the highest levels of executive
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Table 5.2: Hierarchy of Fringe Benefits Ranked by Concentration Ratio, Full-time
Employees: 1990

Benefit Type

Concentration ratio

Group One
Entertainment allowance
Club fees
Union dues and Professional Association Fees

0.66
0.63
0.56

Group Two
Shares
Telephone
Child Education/Child Care Expenses
Transport

0.51
0.50
0.49
0.47

Group Three
Low-interest loan
Holiday expenses
Medical expenses
Study leave
Housing benefit
Group Four
Superannuation
Long-service leave
Electricity
Sickness leave
Annual leave
Wages
Goods and services
Source:

0.44

0.43
0.38
0.38
0.37
0.31
0.27
0.26
0.24
0.24
0.23

0.18

Table 5.1.

•

the 'usual perks': those conventionally provided to senior management;

•

the 'work-related benefits': those specifically provided to people in particular
industries; and

•

the 'collective agreement benefits': superannuation and leave entitlements.

Included in the first category of 'super-benefits' are entertainment allowances (the
most unequally distributed benefit vis-a-vis money wage income), club fees and
union dues and professional association fees. All these have a concentration ratio in
excess of 0.56 (a clear 0.05 ahead of the next group). This second group - with a
ratio narrowly ranging from 0.47 to 0.51 - includes shares, telephone, motor vehicle
(transport benefit) and child education/child care expenses. In the third group - with
a ratio ranging from 0.37 to 0.44 - are a set of benefits which tend to have an
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industry basis: low-interest loans in the fmance industry; holiday expenses in the
travel industry; medical expenses in the medical industry; and housing in the mining
industry. Study leave entitlements may also have an industry bias, but only
indirectly, possibly more reflecting age.
The final group includes the set of benefits that are usually the result of collective
agreement in respect of leave entitlements and, for 1990, superannuation. The
subsequent imposition of the statutory superannuation contribution levy, whilst on
the one hand extending this collective agreement notion, also raises the question as
to whether such a statutory obligation of employers outside of direct employeremployee agreement still constitutes a 'fringe benefit'. On the grounds of
consistency with other employer obligations such as workers' compensation it
probably does not. Nevertheless, it still remains the most substantial non-cash wage
income, albeit more in the form of a deferred wage payment.
The electricity and goods and services benefits reflect the impact of historical
tradition in the provision of certain expected fringe benefits in certain industries,
akin to a 'collective agreement'. Elmgreen (1986) cites an industrial action by a
group of employees of a major retailer in NSW in 1984 demanding an increase in the
level of their staff discounts from 10 per cent to 15 per cent (Elmgreen, 1986: 128).
If there is a common basis to the hierarchy of benefits that is observable, it is
probably this breadth of collectivity in expectations. In this final category, not
having the benefit is probably the exception and there is general expectation of their
availability. In the third category, there are specific industry 'collective agreements'
which operate. In the second category, more limited to a managerial benchmark,
again there is collectivity in agreement about the sorts of benefits that are accepted
as 'normal' by this group. In the highest category, whilst based very much on
individual bargaining, again through the survey of the remuneration consultants de
facto standards apply to expectations about senior executive packages.
If more reliable private survey data became available, then the conservative
assumption about the relationship of fringe benefit value relative to income, could be
modified readily. For instance, if a fully representative sample showed that one
person receiving a benefit of a particular type, equal to four times the value of
benefit of the same type received by a person on half the salary of the first recipient,
then it would be a simple task to incorporate such a relationship into the calculation
of the distribution by value of each benefit type.

Indeed, the current ad hoc results reported suggest that this ratio of relative benefit to
relative income may exceed one for most benefits, such that the proportion of
benefits increases as the size of the money-wage income increases. Put another way,
ad hoc and anecdotal evidence supports the proposition that, as Treasury stated in
the Draft White Paper (Treasury, 1985: 96), the proportion of benefits in the total
remuneration package (money cash plus non-cash benefits) increase as the value of
the package increases. It is merely a question of finding the appropriate data base
which includes distributional data beyond a mean average.
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As it stands, the distributions determined in Table 5.1 can only be described as
estimated minimum levels of implicit inequality, because of the constant share
assumption. Yet the revealed distributions indicate a level of 'inequality' which is
substantial. For the benefits at the top of the hierarchical Table 5.2, the
concentration ratios approach the Gini coefficients estimated for the distribution of
personal individual wealth in Australia.
Irrespective of the success of such fme-tuning, the approach outlined above, whilst it
may provide a ready estimate of the distribution of each fringe benefit type by value,
cannot provide an overall estimate of the distribution of all non-cash benefits until
the value of each benefit can be related to each other benefit. That is, unless we can
determine a common factor based on value we cannot aggregate oranges and apples.
It is to that aspect that we now turn.
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6 The Aggregate Value of Fringe
Benefits
6.1 Total Value of Fringe Benefits
As has been mentioned previously, the ABS does not currently collect data on the
value of in-kind forms of wage remuneration. Consequently, those interested in
assessing the distributional impact of these benefits have generally been forced to
rely either on overseas data or private survey data from remuneration consultant
companies reported in the press. Aside from the fragmentary nature of such data,
they tend to concentrate more on benefits for the highest paid executives.
Jamrozik, Hoey and Leeds (1981), drawing on an array of such ad hoc evidence
from the 1970s, estimated benefits to be worth about 15 per cent of income on
average, ranging from 7.5 per cent for those receiving under $9000 in 1979-80
dollars (equating to the bottom 37 per cent of taxpayers) to 20 per cent for those
earning over $16000 in income (the top 16 per cent of taxpayers). Elmgreen (1986)
cites a survey reported in the press which estimated in July 1982 that at a senior
executive level, about 20 per cent of total remuneration was in the form of fringe
benefits. He also cites a US report estimating the value as having risen from 2.6 per
cent of total remuneration in 1950 to 10.4 per cent in 1984. Finally, he sources an
'anonymous remuneration consultant' as estimating a set of benefits to income
ranges for 1984, ranging from 7 per cent for a salary level of $30000 to 23 per cent
for over $50000.
Moreover, as Apps and Savage (1989) point out:
casual rates of pay and part-time earnings frequently include
loadings of 15 per cent or more to compensate for benefits
attached to full-time employment, such as holiday pay and
superannuation. (Apps and Savage, 1989: 342)
The Draft White Paper similarly drew upon a private remuneration survey showing
the average value of an array of benefits to executives as part of the salary packages
(Treasury, 1985). In estimating the likely revenue implications of the imposition of
a Fringe Benefit Tax, it calculated the additional income likely to be brought into the
personal income tax base as set out in Table 6.1.
It should be noted that this Treasury estimate only refers to the perquisite type fringe
benefits we have considered. It does not include either superannuation, which is
treated under separate tax legislation, or the unworked, paid time component of
various leave entitlements.
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Table 6.1: Treasury Estimates of Fringe Benefit Income: 1985
Grade of Taxable Income

Additional Taxable Income

10000-19999
20000-29999
30000-39999
40000-49999
50000-99999
100000 and over
Source:

0.3

0.7
1.5
2.5
4.2
6.1

Treasury, 1985, Table 22A.7: 265.

As part of the Draft White Paper, the Tax Office estimated revenue foregone
through non-declaration of fringe benefits received in kind in 1984-85 at $700
million (Treasury, 1985: 37). At an average tax rate, applicable at the time, of 23.4
per cent (Commissioner of Taxation, Taxation Statistics, 1984-85), this suggested a
total value of $2987 million. This represented 3.0 per cent of total salaries and
wages in assessable income in that year (Commissioner of Taxation, 1984-85), and
3.5 per cent of the wages of all employees covered in the August ABS wages survey
of employees. Given the minimal coverage of part-time workers by such perquisite
benefits as revealed in Table 3.4 above, this figure equates to 3.8 per cent of covered
full-time employees.
To this we need to add the superannuation contributions of employers. Data
supplied by ABS to the Department of Industrial Relations for the Advisory
Committee on Prices and Incomes indicated that the Australian National Accounts
estimates of employer contributions as a percentage of wages and salaries paid was
4.92 per cent in 1984-85 (Department of Industrial Relations, 1987: 69). This was
slightly larger than the private sector employer contributions of 3.2 per cent of total
earnings revealed by the ABS Survey ofMajor Labour Costs conducted during 1986
(ABS, Cat. No. 6348.0, 1986). Against this, later labour cost surveys which also
covered the public sector, indicated a higher proportion of total wages paid in
superannuation reflecting the greater incidence of public sector superannuation,
schemes.
Finally, the 1983-84 ABS 'Survey of annual and long-service leave taken' (ABS,
1984, Cat. No. 6331.0) indicated that the average number of weeks of paid annual
and long-service leave actually taken per employee was 4.0. Leaving aside the
question of the 17.5 per cent leave loading, this figure would have represented 7.67
per cent of total annual wages and salaries. With the leave loading, which at four
weeks would have amounted to an additional week's wage, there is a total estimate
of 9.01 per cent, although this latter aspect would be included in annual cash wages.
Reflecting the differential availability between full- and part-time workers, full-time
workers took 92 per cent of the total leave despite comprising only 83 per cent of all
employees. To this, we can add an ad hoc average number of five sick days per year
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for paid sick leave which might account for another two per cent of equivalent
annual salary. In total, paid leave might have accounted for approximately 11 per
cent of annual wages and salary, of which 9.67 per cent was in non-cash form.
If this leave entitlement is added to the estimated superannuation of employer cost
figure, the resultant estimate of approximately 14.6 per cent for both items is a close
approximation to the estimate of Apps and Savage (1989) quoted above. If this in
turn were added to Treasury's seemingly low estimate of perquisite fringe benefits of
3.5 to 3.8 per cent, compared to the other studies cited, then we still arrive at a figure
for 1983-84 of somewhere between 18.1 and 18.4 per cent of total actual wages and
salaries paid.

How then might this have changed in our illustrative year of 1990? If we assume
that leave arrangements have not dramatically altered, then we are left to consider
changes in two other non-cash components: superannuation and fringe benefits.
From the Major Labour Costs Survey (ABS, Cat. No. 6348.0) and the Employee
Benefits Survey (ABS, Cat. No. 6334.0), superannuation coverage and employer
contributions increased significantly, such that superannuation comprised 5.2 per
cent of total earnings (both public and private sector) in 1988-89 (ABS, Cat. No.
6348.0, 1988-89). In terms of cost per employee covered this represented 9.6 per
cent of average earnings.
As we have seen, whilst the incidence of perquisite fringe benefit receipt fell after
1983-84, particularly for part-time employees, in general it rose from about 1987-88
to approximate the 1983-84 level by 1990. In sum, then, we might have expected
the total value of non-cash payments to have increased as a percentage of actual cash
wages and salaries, reflecting the increased incidence of superannuation. This would
have approximated 20 per cent of such cash payments.
The superannuation and leave aspects are more closely aligned to these cash
payments, and thus readily capable of incorporation into the incidence estimates we
have made. The critical question is the valuation of the perquisite fringe benefits. In
that regard, whilst aggregate value estimates are a useful check-reference, the
specification of incidence by each benefit type requires an estimate of at least the
average value of each benefit such that we have a common numerator to aggregate
these benefits.

6.2 Specific Benefits
Since the FBT has been in force, the Commissioner of Taxation has annually
published data on revenue collections (Commissioner of Taxation, various years)
which enables some determination of the value of fringe benefits of a variety of
selected types (given the application of an annual fixed rate of fringe benefit tax).
Although the data are collected from employers on behalf of their employees, which
means that they cannot be related to other individual money-wages, those employers
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are required to specify the number of employees to which a payment is related.
Hence it is possible to estimate, at least for some types of benefit, an average value.
Unfortunately there is not a close parallel between the categorisation of benefits by
the ABS and those adopted by Commissioner of Taxation, by virtue of the legalistic
defmitions of the Fringe Benefits Assessment Tax Act, 1986. Exempted benefits
received are not recorded. Moreover the values derived are the values for the
purposes of paying the FBT. Hence, any concessional forms of valuation applied,
as in respect of motor vehicles, for example, are reflected in the derived values.
Thus these values do not represent the value to the individual of the benefit, nor even
necessarily the value recorded as part of the employer-employee assessment for the
overall salary remuneration package negotiation.
Nevertheless, this data has the virtue of being consistent and an actual amount rather
than an ad hoc unrepresentative estimate. In Table 6.2, the total estimated value of
assessable fringe benefits is outlined for each year since 1986-87 when the tax was
introduced, and in Table 6.3, the average derived value per benefit received. This
latter value is calculated by dividing the tax payable per benefit type by the
estimated number of employees or vehicles as disclosed by the submitting employer,
and then further dividing that average tax payable per benefit by the applicable FBT
rate each year, to ascertain the value of the average benefit for FBT purposes. It
should be noted that in -1986-87, being a 'transitional' period the year only applied
from 1 July to 31 March, the March-April year having been taken as the applicable
FBT year. Thus the tax paid only represents three quarters of an assessable year.
The values in both Tables 6.2 and 6.3 have been adjusted to reflect a full-year
imposition of tax so that a comparable valuation can be determined. The 1993-94
estimate is based on the Treasury forecast of FBT revenue in that year in the Budget
Papers.
It is notable that when the estimated value of benefits actually subject to tax is
related to Treasury's pre-FBT implicit estimate of $2987 million for 1984-85, about

half remain untaxed. A consistent estimate of the gross value of comparable fringe
benefits can be obtained by multiplying the average values shown in Table 6.3 by
the number of benefit recipients as disclosed by the ABS survey.

6.3 Comparison of ABS Survey and FBT Estimated
Beneficiaries
In that regard, it is worthwhile to compare the FBT estimates of the number of
employees, with the ABS employment benefits estimate. Taking a category that is
directly comparable - low-interest loans - Table 6.4 details the respective ABS total
beneficiaries for August of the applicable year and compares it to the Tax Statistics
FBT data on the number of employees. Remember that the FBT year goes from
1 April to 31 March, so August represents the fifth month of the FBT year, except
for 1986-87, where it was the second month of the nine-month transition period.
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Table 6.2: Value of Fringe Benefits SUbject to Tax: 1986-87 to 1993-94
Year

1986-87(a)
1987-88
1988-89
1989-90
1990-91
1991-92
1992-93
1993-94

Value

Revenue

Rate

($ million)

(%)

($ million)

535
881
990
1168
1262
1327
1344
1430

46
49
49
47
47
48.25
48.4
48.4

1551
1798
2020
2485
2685
2750
2777
2955

Note:

a)

For the purposes of the Fringe Benefit Tax Act, the fmancial period is from
1 April to 31 March with the exception of 1986-87 which comprise the
nine-month perid from 1 July 1986 to 31 March 1987.

Source:

Budget Paper No. 1, Statement No. 4, various years.

Table 6.3: Average Taxable Fringe Benefit Value by Type of Benefit ($ million): 1986-87 to
1991-92
Year
1990-91

1991-92

Benefit

1986-87

1987-88

1988-89

1989-90

Motor vehicle
- statutory formula
-log book
- total

1736
841
1661

1751
939
1688

1902
1041
1843

2168
1200
2102

2306
1328
2240

2303
1246
2224

Low interest loans

1513

1471

1202

1979

1955

1795

Debt waiver

5174

4188

10183

11530

12255

14752

Housing

1383

1374

1641

1768

2060

1834

LAFH(a) allowance

1026

1229

1190

1200

1026

982

Airline transport

255

373

473

645

674

526

Board

661

308

210

317

285

276

Property-goods

533

414

812

481

498

520

LAFH allowance is Living away from home allowance.

Note:

a)

Source:

Commissioner of Taxation, Taxation Statistics, various years.
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Table 6.4: Employee Beneficiary Numbers, ABS and FBT, Low-interest Loans ('000):
1986-87 to 1991-92

1986-87
1987-88
1988-89
1989-90
1990-91
1991-92
Sources:

ABS

FBT

ABS/FBT(%)

148.3
175.2
175.3
167.7
167.9
190.6

144.4
161.0
203.7
172.3
208.3
210.0

102.7
108.8
86.1
97.3
80.6
90.8

ABS, Employment Benefits, Australia, various years, Cat. No. 6334.0;
Commissioner of Taxation, Taxation Statistics, various years.

It is always difficult to compare the number receiving something at one point of time
with the number who receive that item over the period of a year. Conceptually, since
the employer is required to submit a return based on each employee who received a
benefit over the period, we would expect that number to be greater than the number
receiving the benefit at one point in time during that year. With that point
considered, and accepting the levels of sampling variability with the ABS survey',
the two estimates in Table 6.4 are reasonably close.
However, whilst the Tax data records the number of motor vehicles for which FBT
is payable, the ABS transport benefit includes 'assistance with day-to-day travelling
for private purposes including the payment or subsidisation of the cost of travel to
and from work by the provision of a motor vehicle or by other means, e.g.
travelling allowance' CABS, 1993, Cat. No. 6334.0: 24; emphasis added). Thus, on
average, the tax data covers only about 60 per cent of the numbers shown in the ABS
survey. Similarly, the airline transportation benefit in the tax data only covers
around a quarter of the nearest equivalent of holiday expenses benefit in the ABS
data.
The only other benefits where some comparability exists is in respect of housing
benefits. The ABS definition of this includes: 'the provision to an employee, as an
employee entitlement, of a residence owned by employer, payment or subsidisation
of rent or board, provision of a housing allowance and payment or subsidisation of
water, sewerage or general rates payable to local government authorities' CABS,
1993, Cat. No. 6334.0: 23). This would appear to cover housing, living-away-from-

1

For the ABS estimates in Table 18, relative standard errors are such that there are about two
chances in three that the population value lies within + or - approximately 5700 of the
sample estimate and nineteen chances in twenty that it lies within + or - 11400 (derived from
ABS, 1992, Cat. No. 6334.0).
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Table 6.S: Employee Beneficiary Numbers, ABS and TAX, Goods Benefit: 1986-87 to
1991-92

1986-87
1987-88
1988-89
1989-90
1990-91
1991-92
Sources:

TAX

ABS

TAX/ABS (%)

31.4
44.8
35.6
60.3
62.8
65.2

1072.1
897.0
946.9
1055.1
1150.6
1085.0

2.9
5.1
3.8
5.7
5.5
5.2

ABS, Employment Benefits Australia, various years, Cat. No. 6334.0;
Commissioner of Taxation, Taxation Statistics, various years.

home allowance and board as specified in the taxation data. Yet the number
receiving these is generally about 30 per cent more than the ABS estimate of the
number of recipients. Moreover, the average benefit value of less than $20 per
week, for example in 1991-92, is indicative of the concessional treatment given to
housing under the FBT legislation, whose aim was to tax 'excessive' allowances.
However, the greatest disparity exists in respect of 'property-goods' in the tax
statistics and 'goods and services' in the ABS survey. As Table 6.5 indicates, the
numbers of beneficiaries actually taxed is, on average, merely 5 per cent of those
receiving such a benefit. Aside from differences in scope, this principally arises
form the 'de minimis' tax threshold of $200 per annum and an allowable 25 per cent
discount without a tax liability arising for in-house services provided.
The only other category specifically detailed in the tax statistics relates to debt
waiver which, whilst it has the greatest apparent value, is provided to only a very
small number of employees (3,590 in 1991-92). However, there remain a large
number of categories in the ABS survey which, whilst apparently eligible for FBT,
are not distinguished in the data. These include telephone, electricity, medical
benefit, union dues and club fees, which in aggregate were provided to over a
million employees in 1991-92. There are a further set of benefits which would
appear to be exempt from FBT including shares, child care and possibly
entertainment allowance (which is a non-deductible expense for companies).
Thus, in summary, utilising the FBT data to estimate the total value of employment
benefits is not only fraught with difficulties of compatibility of categories but is
neither comprehensive more necessarily a 'true' market value, given the existence
and scope of concessions and exemptions. Unfortunately, as we have indicated there
is no other source available until the ABS beings to systematically collect such value
data.
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7 Estimates of the Distribution of Total
Fringe Benefits
7.1 Valuing Fringe Benefits
In the light of the above discussion, it is apparent that the estimate of the distribution

of total fringe benefits which follows must be regarded as extremely approximate, at
best. However, the danger in not doing it, is that the myth is perpetuated that
somehow these benefits do not matter, do not form part of income, and therefore can
be ignored. It is that sort of attitude that existed, as far as tax was concerned, prior to
the introduction of FBT and it was the consequent haemorrhaging of the integrity of
the tax system that necessitated the decision to introduce the FBT.
Moreover, it must be remembered that given the data limitations, these estimates
only examine the impact on the distribution amongst full-time employees. To the
extent, indicated in Section 3.2, that part-time employees receive substantially fewer
of such benefits and casual workers virtually none, then the impact on the
distribution of all employees is commensurately even greater than may be indicated
below. Further to this, such benefits are related purely to employees, so that those
who are either in the labour force but not employed do not receive them, nor do
those who are not in the labour force. Thus, to the degree to which full-time
employees are distributed in the upper rather than the lower ranges of the full
distribution of income, the impact of the receipt of fringe benefits on overall
inequality is even more significant than indicated below.
However, prior to valuation of each benefit separately and then aggregating them,
certain conceptual concerns need to be addressed. Firstly, is it appropriate to value
leave entitlements? There is an argument that workers negotiate a wage or salary on
an annual basis which incorporates such unworked periods and whether they are
actually worked or not is not additional to that salary. That is, these benefits are
already incorporated in the cash wage. If all employees received them, there would
be some merit to the argument. However, as the ABS survey demonstrates whilst
most do, not all do. More significantly, this also relates to the value of leisure.
In response to the critical question of whether someone's well-being is enhanced by
the availability of paid leave or not, the answer must be yes, if leisure provides a
utility value in excess of work. But is this value equivalent to the full wage value or
not? The answer to this is debatable. Economic theory would argue in the
affirmative, in that we work up to the point where the marginal value of an extra
hour's work equals the marginal value of an extra hour's leisure. But that assumes a
capacity to choose hours of work. Is the mere availability of extra leisure through
the provision of paid leave worth the same amount?
In part this relates to the fundamental distinction between the availability of a benefit

and its actual receipt. The incidence of perquisite fringe benefits in the ABS survey
is determined by use, that is, actual receipt. On the other hand, the incidence of
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leave entitlements (with the exception of study leave) is based, for survey purposes,
on the availability or provision by the employer (ABS, 1993, Cat. No. 6334.0: 23).
There is also the question as to whether leave untaken can be fully accrued. The
conceptual debate is akin to the debate about non-cash social wage benefits and the
appropriateness of actual utilisation rates or rates based on availability of use if
required, (akin to insurance) to value a benefit such as health expenditure (see
EPAC, 1987; McHutchison and Urquhart, 1992; Raskall and Urquhart, 1993).
Proper resolution of such debates requires empirical evidence to assess the difference
between recipient value and market value. In the interim, we note the valuation
difficulty and the probability of some form of discounting from full opportunity cost
(market value) in assessing likely true recipient value.2
The other forms of employment benefit are subject to less problematic valuation
problems. Superannuation is, in essence, a deferred payment where the interest rate
earned on funds held is assumed to equate the real discount rate over time. Thus, its
value is equal to the amount placed by the employer in funds on the employee's
behalf.
For perquisite fringe benefits received, the recipient value is assumed conceptually
to be the market value of the benefit. Operationally as we shall see, this is either the
assumed value or the value for FBT purposes. However, if we are to relate this to
gross wages received in money form then reflecting the very essence of the rationale
for taking fringe benefits (see Section 2.4 above) then this value should be 'grossedup' by the appropriate tax rate.

In practice, most 'salary packages' incorporate the fringe benefit tax payable on
benefits received as part of the total remuneration. This implicitly recognises that
receiving something in non-cash form (in-kind) has a value to the recipient that
should be compared to the post-tax disposable income value of purchasing it (the
market value). Thus, when the basis of analysis is in comparison to pre-tax cash
wages then the 'grossed-up' value, incorporating its exchange value in the market
plus any FBT due on it, should be used.
Operationally, then the valuation basis and procedure adopted were as follows:
•

for leave entitlements: a proportion of annual gross wages or salary based
initially on availability but with capacity to discount for the valuation
difference with the utilisation basis of other benefits;
for superannuation: appropriate proportion of gross wages based on the total
value of employer contributions exogenously determined from the Major
Labour Costs Survey (ABS, Cat. No. 6348.0); and

2

The fact that employees are prepared in current enterpris~ bargaining negotiations to 'tradeoff' certain leave entitlements such as the number of SIck days suggests a less than full
recipient valuation compared to otherfonns of remuneration.
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for perquisite fringe benefits: where directly comparable (for example, lowinterest loans) the valuation revealed by FBT data, but where significant
concessions were available (for example, housing) or no direct comparison was
available, use was made of ad hoc remuneration surveys to make explicit
average value assumptions, as documented below in Table 7.1.

It should be noted that this aggregate value calculated of $4716 million relates to
full-time employees only. If part-time employees are added then the total would rise
by an estimated $342 million to $5058 million for 1990.
It should also be noted that this estimate is a very conservative figure. In every case,
where an ad hoc survey has been used as a reference point, the minimum value in
any range has been taken. If two differing estimates were provided from different
pieces of information, the lowest estimate was always taken. Indeed, the separate
estimate made in the FBT data for the sum total of $433 million for 'expense
payments' has not been used. If adjustment is made for the explicit departures from
the FBT data for housing and transport, then the total estimate would be only $3368
million compared to the total taxable value of $2686 million for FBT purposes.
Finally, there are a number of benefits available as determined by various
remuneration surveys which do not appear to be included in the ABS employment
benefits survey. These include, with available average estimates of the value of each
or the estimated proportion (usually of middle-senior executives) who receive them:
Parking facilities (57 per cent)
Sorting facilities (9 per cent)
Health and fitness programs (17 per cent)
Specific life insurance (separate from superannuation) (7 per cent)
Personal security services
Spouse allowances (14 per cent to 18 per cent; $200 to $3000)
'Settling in' allowances for transferred executives (16 per cent)
Professional advice on:
financial and/or retirement counselling (22 per cent)
legal matters
estate and asset planning
tax (including preparation of returns)
Home maintenance expenses (3 per cent to 8 per cent) such as
gardening
cleaning
swimming pool maintenance
home office equipment (typewriter, computer, bookcases)
Removal/relocation expenses (22 per cent to 25 per cent)
Private discussions with remuneration consultants would suggest that the
professional advice area is the fastest growing of this set of benefits.
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Table 7.1: Assumptions for Valuation of Fringe Benefits: 1990

Benefit

Average value
per full-time
employee
recipient $

Total value
$m

Basis for valuation

Housing

2566

598

Transport
• motor vehicle

4480

2956

• other

1120

Low-interest loan

1955

309

Shares

500

81

Telephone rent
and/or calls

320

165

Electricity

300

35

Assumption

Club fees

500

48

Based on ad hoc surveys

Entertainment

500

65

Based on ad hoc surveys

Professional/
Union dues

150

24

Based on ad hoc surveys

Holiday

675

157

Based on FBT data

Goods/services
• taxable
• non-taxable

152
500

Those taxable based on FBT, remainder
assumed at $150 p.a. (below minimum
threshold)

Medical

500

108

Based on ad hoc surveys

1000

18

Based on ad hoc surveys

912

4716

Child Education
Total

FBT data, but doubled to take account of
concessions, particularly for
accommodation and living-away-from-home
allowances; split based on FBT data.
FBT data, but doubled for concessional
valuation.
Other (expenses) assumed half motor
vehicle from FBT
- split based on motor vehicle numbers in
FBT data; remainder from ABS survey,
assumed to 'other'.
FBTdata.
Based on ad hoc remuneration surveys.
Based on ad hoc surveys and on ABS, 1985,
Cat. No. 6334.0, Table 15.
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For the reasons outlined above, the estimated figure of $5.1 billion for the value of
fringe benefits in 1990 should not be taken as the estimate of the total actual value of
fringe benefits but as the minimum estimate. It would be comparable to the estimate
that Treasury made for 1984-85 (Commonwealth of Australia, 1985) of $2987
million which in 1990 dollars equated to $4696 million (based on the change in the
consumer price index).
However, by taking the minimum for each type of fringe benefit we have a
consistent basis by which we can aggregate these perquisites. This estimated
minimum figure implies that the expenditure-equivalent value of these perquisite
benefits amount to 3.5 per cent of cash-wages (ABS, 1991, Cat. No. 6310.0) and for
part-time employees on the pro-rata allocation adopted it would equate to 2.4 per
cent of mean cash-wages. Even accounting for superannuation, this is substantially
below the estimates derived by Jamrozik et al. (1981) who, in turn, drew on a
number of other studies.
However, it is necessary to 'gross' these figures up to make them, not expenditureequivalent, but salary-equivalent. That is, to provide these services by way of cashpurchase, the recipients would need a pre-tax wage or salary increase of (1/1-t) times
the expenditure-equivalent value where t is the appropriate marginal tax rate. For
ease of computation, we will take the FBT rate for 1990 of 47 per cent to reflect the
reality of the 'grossing-up' procedure within most salary packages. This suggests a
total salary-equivalent value of $8898 million in aggregate, or an average, of $1721
per full-time employed person. This equates to 6.6 per cent of gross full-time wages
and salaries. It is this figure that is added to the gross wage distribution to calculate
the fringe benefit impact, and to compare that with similar estimates for both
superannuation and leave entitlements which are based on gross wages and salaries.
For superannuation, the Labour Force Survey (ABS, 1990, Cat. No. 6348.0)
indicates an average value of employer contributions equal to 5.9 per cent of gross
earnings. It is this figure that is applied to full-time wage and salary estimates from
the August 1990 survey (ABS, 1990, Cat. No. 6310.0) to obtain the total value of
superannuation contributions of $8805 million. Thus, combined, the value of
perquisite fringe benefits and employer contributions to superannuation, equates to a
gross salary prior to income tax.
For leave entitlements, subject to the valuation dilemmas noted above, the
undiscounted value of the various components assumed is:
annual leave: 20 days per year

= 5.5 per cent of annual wage

sick leave: 10 days per year

= 2.7 per cent of annual wage

'long-service leave': 2 months
after 10 years multiplied by
the probability of remaining at
one company for 10 years

= 0.8 per cent of annual wage

study leave: 10 days per year

= 0.072 per cent, say 0.1

per cent of annual wage
= 2.7 per cent of annual wage.
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The sum of all such leave entitlements, if an employee was eligible for all, thus
might be 11.8 per cent of the annual wage or salary. Again, the question is whether
such an employee takes advantage of their availability and, more particularly, what
value the recipient places on them over and above any cash wage paid?

7.2 Estimate of the Distribution of Value of Aggregated
Fringe Benefits for Full-time Employees in 1990
Applying these assumptions (and those outlined in Table 7.1) to the incidence data
by type of employment benefit for full-time employees in 1990 leads to the
distributional outcomes set out in Table 7.2 showing benefits aggregated by type as a
percentage of gross wages and salaries. As far as the perquisite fringe benefits are
concerned, for example, the bottom decile of full-time employees received four per
cent of their wages in this non-cash form. On the other hand, the top decile received
11.3 per cent of their cash salary in this form, and so on.
One notable, and surprising, aspect of Table 7.2 is the decline in share of non-cash
perquisites as a proportion of wages in the second and third deciles in comparison to
the first decile. This largely reflects the higher relative incidence of housing and
accommodation-related benefits such as electricity and telephone in the first and
third deciles. This suggests the willingness of these employees to accept lower
wages in return for accommodation benefits in these deciles. It may also reflect a
remote area factor or 'live-in' employees.
When superannuation is added, a total of 1104 per cent of all wages and salaries are
additional non-cash benefits. For this more traditional definition of fringe benefits,
the bottom decile of full-time employees received 7.8 per cent of cash wages in
benefits whereas the top decile obtained 18.5 per cent of their salary in such benefits,
on the conservative assumptions we have used. If leave entitlements are valued in
terms of the total wage and salary cost of their availability, a further 9.2 per cent on
average non-cash benefits are available to full-time wage and salary earners, with the
top decile receiving benefits equivalent of 28.3 per cent their cash salary and those
full-time workers in the bottom decile obtaining an additional 15.4 per cent.
Because such leave is unlikely to be valued at such a 'full' rate, the fmal column of
Table 7.2 discounts the leave entitlements by one-half and adds them to the full
value benefits in the form of perquisites and superannuation to arrive at a more
realistic set of benefit valuations.

In Table 7.3, the distribution of the total value of each of those benefits, by decile of
cash wage and salary income is detailed. Thus, the top decile (ten per cent) of fulltime wage and salary employees receive 35.8 per cent of the estimated value of
perquisites for example. On the other hand, the lowest paid decile of full-time
employees only received 2.5 per cent of such 'perks'. As a summary estimate of its
distribution, a concentration ratio for 'perks' (akin to the Gini coefficient but based
on the ranking of cash wages and salaries) is calculated at 0045. As a reference
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Table 7.2: Non-cash Benefits as Proportion of Cash Wages and Salaries, Full-time
Employees: 1990
Decile

Perquisites
(P)

1
2
3
4
5
6
7
8
9
10

Superannuation
(S)

Leave
(P+S)

(L)

(P+S+L)

Adjusted
All

4.0
3.3
3.2
3.8
4.3
5.1
5.5
6.0
7.9
11.3

3.8
4.9
5.4
5.8
6.0
6.3
6.4
6.5
6.9
7.2

7.6
8.0
8.3
8.7
9.1
9.7
10.1
10.0
10.5
9.8

7.8
8.2
8.6
9.6
10.3
11.4
11.9
12.5
14.8
18.5

15.4
16.2
16.9
18.3
19.4
21.1
22.0
22.5
25.3
28.3

11.6
12.2
12.8
14.0
15.9
16.3
17.0
17.5
20.1
23.4

6.5

5.9

9.2

11.4

20.6

16.0

Mean

Table 7.3: Distribution of Non-cash Benefits by Value, Full-time Employees: 1990
Decile

1
2
3
4
5
6
7
8
9
10
Concentration
ratio

Wages

4.0
6.2
7.1
7.9
8.6
9.6
10.5
11.8
13.9
20.4
0.23

Perquisites Superannuation
(P)
(S)
2.5
3.2
3.5
4.6
5.8
7.6
8.9
11.0
17.1
35.8
0.45

2.4
4.8
6.1
7.3
8.2
9.6
10.6
12.2
15.4
23.4
0.31

Leave
(L)

3.2
4.8
6.2
7.2
8.3
9.9
11.1
12.5
15.4
21.0
0.28

(P+S)
2.4
4.0
4.8
6.0
7.0
8.6
9.8
11.6
16.2
29.2
0.38

(P+S+L)
2.8
4.6
5.5
6.5
7.6
9.2
10.4
12.0
15.8
25.6
0.33

Adjusted
All
2.6
4.4
5.2
6.3
7.4
9.0
10.2
11.9
16.0
27.1
0.35

point, the calculated concentration ratio of just cash wages and salaries (equal to the
Gini coefficient) has a value of 0.23. From the decile share distribution, the top 10
per cent of full-time employees received 20.4 per cent of cash income and 35.8 per
cent of perquisites.
With the strong push by the trade-union movement to increase superannuation
coverage in the late 1980s, the distribution by value of those benefits is more equal
than that of perquisites, with a concentration ratio of 0.31 compared with 0.45.
Similarly, with many workers being covered by leave conditions set out in awards,
the distribution of the value of those entitlements is even more equal, with a
concentration ratio of 0.28.
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Thus, from Table 7.3, the distribution of 'perks' plus superannuation is distributed
with a summary concentration ratio of 0.38 and the top decile receiving over 12
times the value, at 29.2 per cent of total value, of the 2.4 per cent received by the
bottom decile. Under the preferred valuation estimate of leave entitlements this
declines marginally with a concentration ratio of 0.35 or 52 per cent greater than the
ratio on the distribution of cash wages (0.23).
Clearly, the combination of the estimates in Tables 7.2 and 7.3 suggests that the
distribution of non-cash fringe benefits exerts an influence on the distribution of cash
income, and that influence is a disequalising one. To estimate that impact, we add
the relevant values to cash wage income by decile of full-time employees to obtain
the results in Table 7.4. This shows first the decile share distribution of cash wages,
to which are added firstly 'perks' then to this is added superannuation and finally the
preferred (half-value) of leave entitlements. Given its relative magnitude, the cash
wages component still dominates, and the leave entitlements (given the procedural
assumptions adopted) largely further reflect the cash wages and salary distribution.
Nevertheless, the concentration ratio is increased by .018 (or 7.7 per cent) from
0.234 to 0.252 with the addition of perquisites, superannuation and leave
entitlements, with most of the change occurring with the addition of 'perks' .
From Table 7.4, the top decile, when these benefits are added, gains 1.0 percentage
point to its original 20.4 percentage points cash share, an increase of almost 5 per
cent. Similarly the second top (ninth) decile gains 0.4 percentage points, or an
increase of 2.9 per cent to its original share. The seventh and eight deciles largely
remain unchanged across the addition of each non-cash benefit. On the other hand,
the bottom six deciles, all lose share when fringe benefits are added to cash income.
For the bottom decile, this is a total of 0.2 percentage points for a decline of 5 per
cent from its cash-only share.
However, all of this 'redistribution' occurs within full-time employees. The changes
that we have identified as occurring in the past decade are such as to be more likely
to increase inequality between full-time and part-time and casual employees. To
ascertain the likely overall impact of non-cash employment benefits, the illustrative
exercise above can be reproduced for all employees.

7.3 Estimate of Distribution of Value Non-cash Benefits
Among All Employees in 1988
Using 1988 as the base year (the last published results on the incidence of benefits
by wage income published in ABS, Cat. No. 6334.0) a similar exercise as that just
described, utilising exactly the same procedure, assumptions and data sources was
undertaken. Table 7.5 outlines the estimated incidence of each benefit type
(analogous to Table 4.1 above). As can be observed much the s~e S?rt ~fhierarchy
of inequality of incidence is apparent. As for Table 4.1, the distribution of cash
wages and salaries, this time for all employees, is added as a reference point. That
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Table 7.4: Impact of Non-cash Benefits on Distribution of Cash Wages and Salaries, FulItime Employees: 1990

Decile
1
2
3
4
5
6
7
8
9
10
Concentration
ratio
Percentage
change in ratio

Wages

Wages + 'perks'

Wages + 'perks' +
superannuation

Wages + 'perks'
superannuation
+ leave
entitlements

4.0
6.2
7.1
7.9
8.6
9.6
10.5
11.8
13.9
20.4

3.9
6.0
6.9
7.7
8.4
9.5
10.4
11.8
14.1
21.3

3.9
5.9
6.8
7.7
8.4
9.5
10.4
11.8
14.2
21.5

3.8
5.9
6.8
7.6
8.4
9.5
10.5
11.8
14.3
21.4

0.234

0.245

0.252

0.252

4.7

7.7

7.7

Table 7.5: Distribution of Incidence of Benefits by Type, All Employees: 1988

Benefit
Perquisites:

Concentration Ratio
Entertainment
Club fees
Professional fees
Telephone
Shares
Transport
Medical
Holiday
Low-interest loan
Child education
Study leave
Housing
Long-service leave
Sick leave
Annual leave
Electricity
Wages
Goods and services

.703
.660
.595
.562
.551
.543
.523
.515
.512
.497
.463
.457
.394
.346
.345
.337
.289
.212
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distribution became the base around which the incidence was 'rotated' that is, every
employee was assumed to receive a constant proportion of their income on a
particular benefit.
As expected, inequality in the distribution amongst all employees is greater than that
amongst only full-time employees. Even more than for full-time employees, the
distribution of goods and services benefit is more equal than the distribution of
wages for all employees. This is because most employees whether full-time, parttime, permanent or casual generally receive any staff discount. It should be noted
that the provision of such benefits also represents a potential sale to the employer, so
it is not a 'lost' expense fringe benefit.
Aggregating these benefits on the basis of the estimated total value of each using the
same data sources as indicated in Table 7.1 leads to the estimates presented in Table
7.6, analogous to Table 7.3. This provides the estimate of the proportion of
aggregated non-benefit types compared to cash wages and salaries by decile of wage
income for all employees.
Thus, from Table 7.6, the top decile of all employees receives 10 per cent of their
cash wage and salary income in the form of additional perks. Conversely, the
bottom decile receives a mere 2.1 per cent of their cash wage in 'perks'. Table 7.2
shows that this compares with 11.3 per cent for the top decile of all full-time
employees and 4.0 per cent for the bottom decile.

In similar fashion, superannuation is more disparately received among deciles of all
workers compared to full-time employees, as indeed are leave entitlements. For the
total of perquisite benefit and superannuation, the top decile received 17.2 per cent
of its wages in these benefits, and the bottom decile only 2.7 per cent. As in the
previous table (Table 7.2) the final column represents the addition of 'perks' and
superannuation and a value of leave entitlements equal to half the opportunity
income cost. This net result suggests that all employment benefits averaged 13.3 per
cent of cash wages and salaries with the top decile of all employees receiving 22.4
per cent.

In Table 7.7 the distribution within such benefit types and inclusions relative to the
distribution of cash wages and salaries is outlined by decile of the latter moneyincome. As for the result for full-time employees, perquisites are more unequally
distributed, as are superannuation and leave benefits, and all are substantially more
unequally distributed than cash-wages. The top decile of all employees, whilst it
receives 22 per cent of cash-wages and salaries, in addition receives 37 per cent of
perquisites, 29.5 per cent of employer contributions to superannuation and even 24.3
per cent of the imputed value of leave entitlements.
The impact of these benefits on the distribution of remuneration of all employees is
detailed in Table 7.8. Analogous to Table 7.4, it shows the distribution of cash
wages to which are added respectively, perquisites, superannuation and the preferred
value of leave entitlements. Unlike the result for full-time employees, the disparities
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Table 7.6: Non-cash Benefits as a Proportion of Cash Wages and Salaries, All Employees:
1988

Decile

Superannuation
(S)

Perquisites
(P)

Adjusted
All

Leave
(L)

(P+S)

(P+S+L)

1
2
3
4
5
6
7
8
9
10

2.1
2.5
2.9
2.9
3.0
4.1
4.8
6.3
7.8
10.0

0.6
1.6
2.7
4.2
4.3
5.3
5.8
6.6
7.0
7.2

3.2
6.0
7.3
8.4
8.4
9.0
9.1
10.5
10.8
10.3

2.7
4.1
5.6
7.1
7.3
9.4
10.6
12.9
14.8
17.2

5.9
10.1
12.9
15.5
15.7
18.4
19.7
23.4
25.6
27.5

4.3
7.1
9.2
11.3
11.5
13.9
15.2
18.2
20.2
22.4

Total

4.6

4.5

8.3

9.1

17.4

13.3

Table 7.7: Distribution of Non-cash Benefits by Value, All Employees: 1988

Decile

1
2
3
4
5
6
7
8
9
10
Concentration
ratio

Wages

1.9
4.6
6.5
7.7
8.8
9.8
11.1
12.7
14.9
22.0
.29

Perquisites Superannuation
(P)
(S)
0.7
1.9
3.2
3.8
4.5
6.8
9.1
13.4
19.6
37.0
.52

0.2
1.3
3.0
5.6
6.6
9.0
11.1
14.6
19.0
29.5
.46

Adjusted
All

Leave
(L)

0.6
2.9
5.1
6.9
7.9
9.5
11.3
14.2
17.3
24.3
.37

(P+S)
0.4
1.6
3.1
4.7
5.5
7.9
10.1
14.0
19.3
33.3
.49

(P+S+L)
0.5
2.3
4.1
5.8
6.7
8.6
10.7
14.1
18.3
28.9
.43

0.5
2.0
3.7
5.4
6.3
8.4
10.5
14.1
18.7
30.4
.46
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Table 7.8: Impact of Non-cash Benefits on Distribution of Cash Wages and Salaries, All
Employees: 1988

Decile
1
2
3
4
5
6
7
8
9
10

Wages

Wages + 'perks'

Wages + 'perks' +
superannuation

Wages + 'perks'
superannuation
+ leave
entitlements

1.9
4.6
6.5
7.7
8.8
9.8
11.1
12.7
14.9
22.0

1.8
4.5
6.3
7.5
8.6
9.6
11.0
12.7
15.2
22.8

1.7
4.3
6.1
7.4
8.5
9.6
11.0
12.8
15.4
23.2

1.6
4.2
6.1
7.3
8.4
9.6
11.0
13.0
15.5
23.3

Concentration
ratio
0.291
Percentage change
in ratio

0.307

0.317

0.321

5.5

8.9

10.3

in the incidence of superannuation and leave entitlements between all employees
mean that with the addition of these elements inequality continues to increase. Thus,
when all employment benefits are included, the share of the top decile by cash wage
income increases by 1.3 percentage points or by 5.9 per cent from its original cashonly share of 22.0 per cent. Similarly the eighth and ninth deciles increase their
share by four per cent and 2.4 per cent, respectively. On the other hand, the share of
the bottom decile of all employees declines by 0.3 percentage points, or by almost 16
per cent. Such a decline continues up to and including the seventh decile.
In consequence, the overall concentration ratio increases by 5.5 per cent with the
addition of non-cash perquisites, up to an increase of 10.3 per cent when the value of
superannuation and leave entitlements are both taken into account. In absolute
terms, the ratio increases for 0.291 to 0.321, in consequence of the inclusion as part
of income of these non-cash fringe benefits.

Of interest in this context are the comments by McLean and Richardson (1986) in a
footnote to an article on the long-term trend in inequality, in which they report
having utilised data from client surveys by management consultant to provide an
estimate of the value of fringe benefits in 1981 and their relation to cash earnings.
They concluded:
The effect of incorporating fringe benefits is to increase the
inequality in the distribution of male earnings by an amount
which largely offsets the equalising effects of personal income
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tax. When both effects are included the Gini coefficient for the
male labour force falls from 0.309 to 0.296, and that for all
male income falls from 0.390 to 0.385. (McLean and
Richardson, 1986: 77)
Unfortunately, the details of this analysis, including the gross countervailing
movements to determine the net outcome reported, are not available.
Although not an entirely adequate measure, the difference between the Gini
coefficients for the pre-tax and post-tax distributions of taxable income amongst
individual taxpayers from the Taxation Statistics (Commissioner of Taxation,
various years) indicates that it declined by 0.046 in both 1981-82 and 1988-89 from
0.278 and 0.337 respectively. Clearly, such a measure excludes a number of
individual income recipients who do not reach the minimum tax threshold (which
differed each year). However, arguably it would also include most employees
receiving a wage. Similarly, excluding the effects of dividend imputation, the
calculated Gini for all individual income recipients fell from .454 on gross income to
.405 on net disposable income in the 1989-90 ABS income survey.
If a similar figure applied to the impact of tax on the distribution of wages and
salaries of all employees then, from the estimates calculated above, the increase in

the inequality ratio attributable to the impact of employment benefits is about twothirds of that estimated by McLean and Richardson (1986), implying that their
conclusion that the incorporation of fringe benefits 'largely offsets the equalising
effects of personal income tax' still substantially holds true.
Thus, the impact of such non-cash benefits would appear to be substantial,
particularly given the equalising assumptions and conservative valuations we have
utilised above. Of course, all such conclusions can only be tentative until the ABS
incorporates an estimate of value in its employment benefits survey, or provides
some other basis to enable a consistent estimate of value. This it does not do at
present. Well almost. In the 1986 Income Distribution Survey (illS) the ABS
(1992, Cat. No. 6546.0) did collect data on job entitlements and their value but did
not either release them nor include them in the count of income. However, in the
subsequent ABS Review of Social and Labour Statistics, in the report on Income and
Expenditure (ABS, 1990, Cat. No. 4167.0), in discussing the issue of valuation of
income in kind the following paragraph is included:
From the 1986 Income Survey it was estimated that 2.8 million
people received one or more benefits from job entitlements.
The most important in terms of occurrence were goods/services
discount (982,500), telephone subsidy (646,600), car (638,000),
and travel allowance/subsidy (579,400). In terms of income
units, 26 per cent of all income units received some income
from job entitlements. This was much more likely to occur in
the higher deciles i.e. 52 per cent in the highest decile
compared to 13 per cent in the lowest decile and 6 per cent in
the second lowest decile. For those income units that did
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receive income from job entitlements, the average amount was
$27 per week, with those in the highest decile receiving a top
of $48 per week. (ABS, 1990, Cat. No. 4167.0: 24)
A set of questions relating to job entitlements was also asked in the latest (1990)
income survey although no estimate of value of these was asked.
In terms of the 1986 Employment Benefits (ABS, Cat. No. 6334.0) survey, where
comparability is available it suggests a reasonable approximation of numbers of
entitlements. For example, the 1986 IDS estimate of 982,500 people receiving a
goods or services discount is comparable to the 1,072,100 estimated in the 1986
Employment Benefits survey. The IDS telephone subsidy estimate of 646,600
exceeds the Employment Benefits survey estimate of 445,000. All up, excluding
leave-only benefit receipts, the Employment Benefits survey estimated 3.12 million
employees in receipt of at least one benefit, compared to the IDS estimate of 2.8
million.

If '26 per cent of all income units received some income from job entitlements' (as
stated in the above quotation) and from the published data (ABS, Cat. No. 6523.0,
1986) we know that there are 7.464 million income units, then we can infer that
1.941 million income units received some income from job entitlements. If 'for
those income units that did receive income from job entitlements, the average
amount was $27 per week' (ABS, 1990, Cat. No. 4167.0: 24), then the inference is
that the total amount estimated was $2732 million worth of entitlements per annum.
This is not all that far from Treasury Draft White Paper implicit estimate for 198485 of $2987 million, referred to earlier.
Finally if '52 per cent in the highest decile ... received some income from job
entitlements' and .., 'with those in the highest decile [receiving such income]
receiving a top of $48 per week' (ABS, 1990, Cat. No. 4167.0: 24), then this would
suggest that 388.1 thousand income units on the highest decile of income units
received some $971.4 million. Thus, the highest decile was estimated to have
received 35.6 per cent of the value of income from job entitlements ($971.4 million
divided by $2732 million). Whilst this applies to income units, which can contain
more than one employee, it is notable that this top decile received an estimated share
(35.6 per cent) which was not dissimilar to the 37.0 per cent estimated above for the
share of the top decile of all employees for perquisites received (Table 7.7) in 1988
or the 35.8 per cent estimated as the share of the top decile of full-time employees
for perquisites received by all full-time employees in 1990 (Table 7.3).

An admittedly very rough sort of validation would suggest that these survey results
may not have been all that far out. In that regard, it seems unfortunate that the ABS
did not have sufficient confidence in them to release them in a more comprehensive
fashion rather than almost inadvertently in one paragraph of a reasonably obscure
Review document. This is all the more unfortunate because of the subsequent
decision to drop the value estimate questions from the 1990 income survey
questionnaire.
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8 Conclusions and Implications for the
Measurement of Inequality
Whilst recognition of the existence of non-wage fringe benefits related to a particular
job can be traced, albeit at times in footnote form, through economic literature back
to Adam Smith, very little explicit research has examined their relative contribution
to total remuneration or their impact upon the distribution of wage income or income
more broadly defmed. In many ways, consideration of fringe benefits has formed a
closed set of research, with almost by logical inference rather than by empirical
aynalysis, a link being established with cash-based defmitions of income.
Non-wage benefits are recognised as existing, they are recognised as likely to be
important at an individual level, and they are recognised as likely to exacerbate the
revealed level of inequality in the total remuneration for labour. Yet the attention
that might be directed towards a more precise specification of trends in wage
incomes and their distribution, or the impact of the personal income tax on revealed
inequality, seems not to have been directed towards the specific inclusion in the
income definition of such non-wage benefits.
This is in part reflected by the decision of the Australian Bureau of Statistics to
collect, from survey, regular data on the incidence of such benefits by industry,
occupation, gender, age and even income, but not the value of such benefits. Partly
this is the result of difficulties in valuing such benefits in a fashion that is wage or
salary comparable, as reflected in the taxation position prior to the introduction of an
explicit Fringe Benefit Tax in 1986.
The introduction of this tax was expected to lead to a substantial cashing-out of
fringe benefits received by employees or their withdrawal by employers. However,
this report demonstrates that despite an initial reaction which cut back their
incidence, an examination of the ABS surveys indicates that they have quickly
regained their former status. In part, this reflects their multiple character in that
some form part of collective-based award-type conditions, others are long-standing
historical benefits, and others again are largely tax-minimisation driven.
In particular, it was demonstrated that the provision of executive perquisites stems
from advantages to both the employer and employee arising from differences
between the company tax rate, the fringe benefit tax rate and the marginal personal
income tax rate. With the exception of the nine-month period between July 1987
and May 1988, these three have not been in equality such that employer and
employee would be indifferent to the cash or non-cash nature of receipt.

Coupled with the concessional treatment of many items in the FBT legislation, in
particular motor vehicles but also goods and services (up to 25 per cent in-house
discounts not covered), remote area housing, benefits consumed on the employers
premises, a $200 general exemption, as well as exemptions granted to particular
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items, there is a tax advantage for employees who receive over $35000 in
remuneration in receiving that surplus as fringe benefits.
In consequence, the long-run trend of changing structures of executive remuneration
in particular towards non-wage benefits as reflected in Table 8.1 has continued after
the introduction of the FBT. Indeed, the new industry of remuneration experts now
claim that because such non-wage benefits are publicly recognised through the
legislation, paradoxically, the FBT legislation is likely to increase the number who
wish (and are able) to take them, because of heightened awareness and knowledge of
the total tax benefits. The change in incidence in particular years will, however,
reflect the relative synchronisity of the taxes (the extent of the tax advantage) and the
general state of economic activity.
To quote one remuneration consultant:
While the 1980s were the period of introduction of the new
taxation regime, the 1990s will be the period in which
employers and executives fully realise the potential of the new
taxation legislation. (Costello, 1990: 95-6).
In addition to executive and higher-income arrangements in regard to perquisites, the
trade union movement has broadened its horizons away from the money-wage
income into areas of the social wage (McHutchison and Urquhart, 1992) and wagetax trade-offs initially, and into superannuation issues. Commencing with the
National Wage Case of 1986 and further in 1988, unions, over the 1980s, called
upon employers to contribute a minimum amount to their employees'
superannuation coverage.
To reinforce this, in July 1992, the Government introduced the Superannuation
Guarantee Levy which provides a statutory obligation upon all employers to
contribute a minimum of three per cent rising to nine per cent by the turn of the
century. Again, whilst conceptual and valuation difficulties pervade these
contributions in terms of a concept of income equivalent to current wage income, to
ignore them, particularly if they affect the rate of cash-wage increases, will be to
ignore an increasing component of total labour remuneration.
Analysis of the incidence of particular employment benefits converted into a
valuation estimate, using a conservative assumption of constancy as a proportion of
income, suggests that perquisite benefits, in particular, are more unequally
distributed than money-wages. It was estimated that the top (tenth) decile received
35 per cent of all such benefits when aggregated by estimated value. Particularly
unequally distributed benefits were entertainment allowances, club fees and
professional association fees. On the other hand, goods and services and electricity
were relatively more equally distributed, as were all leave entitlements and,
increasingly, superannuation contributions. In addition.' the anal,Ysis indicated
significant gender equity disparities even amongst managenal occupations,
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Table 8.1: Long-run Trends in Structure of Senior Executive Remuneration

Base
Car
Super
Other
Source:

1970

1975

1980

1985

75
12
8
5

74
12
8
6

70
13
10
7

63
15
12
10

1989
59
16
14
11

Cullen, Egan and Dell, cited in Watt (1990: 8).

It was estimated that this inequality in receipt, combined with a minimal estimate of
their value in wage-equivalent terms, was such as to significantly affect the overall
Gini coefficient relating to both the distribution of total remuneration amongst fulltime and all employees compared merely to the distribution of cash-wage income. It
was demonstrated that this might be as much as two-thirds of the impact on
progressivity of the personal tax system.
Given the assumptions adopted and the implications of extending the impact beyond
employees to all persons (pensioner fringe benefits notwithstanding), then the
incorporation of such employment benefits is crucial to an accurate analysis of
trends in inequality. Indeed, if they grow at a faster rate than base money-wages and
salaries then, given inequality in their distribution, the trends revealed by
examination of mere cash-wages in wages surveys will underestimate changes in
inequality considerably.
If this were the case, our knowledge of inequality would be even less representative
of the phenomenon or reality of inequality than it already is. Improvements to 'finetune' the existing cash-only ABS income surveys may then lead to them becoming
precisely wrong rather than approximately right. At the very least, the ABS should
investigate how to incorporate values of fringe benefits into their Income
Distribution and Employment Benefits surveys. Otherwise, the situation will become
as ludicrous as counting whether or not somebody gets a money-wage and not how
much they get. The fact that many such remunerations, unlike the situation prior to
FBT, are documented in 'package form' with values recorded, suggests that wageequivalent valuation problems may be over-exaggerated.

Indeed, the fact that the snippets of evidence on the public record from the collected
but not released benefit-value data from the 1986 Income Distribution Survey,
produces results on aggregate value, not too dissimilar from the results obtained
here, makes the decision not to release that data and the subsequent dropping of the
questions from the survey all the more perplexing.
Employment benefits are no longer on the fringe, but are now an integral component
of the remuneration structure and deserve to be treated as such for income definition
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purposes. As far as the FBT is concerned, given that the advantage accruing to the
employee receiving remuneration in the form of benefits occurs because of
appropriate differences in the respective FBT, corporate and PAYE tax rates, and
that the current system of valuation (as opposed to the impact of the FBT itself)
operates to the benefit of higher-income earners, one is forced to agree with O'Neill
and Clark (1990) who posit that:
The question is how long will a federal government permit the
highest paid group in the community to continue with a
singular advantage provided by the taxation structure?
(O'Neill and Clark, 1990: 4)
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