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Foreword

The idea that a Study of Social and Economic Inequalities (SSEI) should be
undertakenin Australia was first proposed in 1988 by the then Minister for Social
Security, Brian Howe. After developmentof a specific research proposal, core
funding for the Study wasprovidedby the Commonwealth Department of Social
Security,which also agreed to provide matching funding on adollar-for-dollarbasis
for any funding received from non-Commonwealth sources. On-going
encouragement and additional financial support to allow finalcompletion of the
researchwas provided in 1993 by Peter Baldwin who had by then assumed
responsibilityfor the social security portfolio.

The research wasconductedover the period 1990-94 under the joint auspices of the
Centrefor Applied Economic Research and the Social Policy Research Centre, both
locatedat 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 availabilityof unit record and other data collected by the
Australian Bureauof 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'perksof the job' in influencing the nature and extent of
inequality amongst the Australian workforce.

Paidemploymentremains 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,
wehope, stimulate further work in this important area.

Peter Saunders and John Nevile
SSEJProject 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 onlypresentdata on the consistent valueof regular payments
receivedin cash form from various sources reflecting a'cashonly counts'concept.
TheAustralian Bureauof 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
saleof 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 onregularity of cash receipts, as a recurring flow. Overseas
statisticaloffices generallyfollow a similar operational definition.

However,some researchers have questioned whether such a concept is equitable in
the senseof ethically treating all things and people equally. The Minority Report of
theUK RoyalCommissionon the Taxation of Profits and Income (1955) concludes:

No conceptof income can be really equitable that stops short of
a comprehensivedefinition which embraces all receipts which
increase anindividual's command over the use ofsociety's
scare resources - in other words his net accretion of economic
powerbetweentwo 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
Commissionto 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
coverageto trends inemploymentincome. As he put it:

Whether because of pressures of time or the accumulated
forcesof establishedopinion, the Commission appears so far to
havenurturedmyths convenient to the rich.(Townsend,1976:
443)



2 PHILRASKA/L

However,'establishedopinion' (to useTownsend'sphrase)would support the view
that incomeneedsto be definedbeyondthe 'cashonly' conceptand, at a minimum
include non-cashreceiptsof benefits. Indeed,before the Fringe Benefits Tax�w�a�~
introducedin 1986 (to apply from March 1987) theIncome TaxAct required that all
suchnon-cashbenefits receivedbe assessedfor the purposesof determiningtaxable
income. However, attitudes to evasionwere such that mostsuch benefitswere
received'underthe counter'so that no records werekept and the TaxCommissioner
foundprosecutionfor suchevasionextremelydifficult.

This broaderdefmition of income takes its basis,conceptually,from a recognition
that incomeis the embodiment(or indicator) of powerof commandover economic
resourcesbackedby property rights. Such 'power of command'enables us to
acquire andretainthings thatprovide,at anindividual level, utility or happinessand,
within a social framework,prestigeand status, and thecapacityto generatefurther
power.

Thuseconomicincome wascomprehensivelydefinedby Haig (1921) as

the increaseor accretionin one'spower to satisfy wants in a
givenperiodin so far as thatpowerconsistsof a) moneyitself,
or b) anything susceptiveof valuation in terms of money.
(Haig, 1921: 43)

Money is seen here notmerely as a cashcommodityin its own right but also as the
common commodity (or standard)for assessingrelative values. Foroperational
purpose,Simons(1938)extendedHaig's conceptualdefinition, of income toinclude:

• themarketvalueof rights exercisedin consumption;and

• the changein the value of the store ofproperty rights
betweenthe beginning and end of theperiod. (Simons,
1938:50)

In other words, economic income is seen morecomprehensivelyas the sum of
consumptionand thechangein net worth. It is thismore comprehensivedefinition
that underliesthe 'equitable'conceptreferredto by the Minority Reportof theUK
Royal Commissionon the Taxation of Profits andIncome (1955) in thequotation
cited earlier (Atkinson, 1975: 33), that is, as theaccretionin a person'scommand
over economicresources.

Following this concept,we can develop an operationaldefmition of income as.a
basisof the distributionof well-being,by including any receipt,whetherin cash orIII
kind (throughconsumption)as anaccretionto economicpower. It should benoted
that this defmition, whilst notionally cast in thelanguageof marketvalue, doesnot
mean that'consumption'must arise througha market transaction. The keyis. the
ability to exercisecommandover resources. Thus, goods and services�r�~�c�~�~�v�e�d
outside themarketmechanismbecomepart of thiscomprehensiveincomedefInItIOn.
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Such adefinition, representing economic well-being in its true sense, would include
not merely the cash-onlyregular 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,
incomefrom the ownershipof such assets (such as owner-occupied dwellings).

Otherirregular income sources such as bequests and gifts would similarly become
partof the definition of income if they added to aperson'scommand over economic
resources.Finally, if government cash transfers in the form of government pensions
andbenefits 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 comprehensivedefinition 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 surveysto 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
purposesof elucidating the distribution of well-being. Not only is this patently
incomplete but to the extent that certain groups' incomes are distorted by the
selectivenatureof theexclusions,then the result will be misleading as well.

Yates(1992)examinedthe 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
lifecycleeffects 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
expenditureson 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
particularbenefit 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
1984and 1988-89 derive a similar result (ABS, 1987; 1992, Cat. No. 6537.0).

However,with the exceptionof 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
comprehensivedefinition 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 comparablebasis
despite its obvious relevance to remuneration in the labour market and�i�n�c�o�m�~
inequality overall.

Moreover, in many ways, at least within the labour market and industrialrelations
field, the receipt of fringe benefits is the most explicit economicmanifestationof
prestige and status - both between and within occupations. Popularconceptsof
inequality within the employed workforce conjure images, not of paypacket
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'seemin
some way'unearned'and tend to create the greatest expressions ofresentmentof
inequality, particularly as they are perceived to be tax-driven, or rathertax
minimisation driven. And yet, if leave entitlements are considered as fringebenefits,
then in economic cost terms, it is often the workers themselves who are theprincipal
beneficiaries.

This paper attempts to redress the neglect of research in this area to somedegree,
using the available data on the receipt of fringe benefits in Australia in the1980sand
identifying the facts which have affected their distribution. Section 2attemptsto
defme the concept of fringe benefits and identify the sources of data usedin the
study. Section 3 reports on analysis of the trends in the distribution offringe
benefits over the decade, by specific socio-demographic andeconomic
characteristics, in particular by gender, by full-time and part-time employmentstatus
and by occupation.In Section 4 there is an analysis of the receipt ofbenefitsby
income groups, over time. A method of estimating the distribution ofbenefitsby
value is developed in Section 5 and Sections 6 and 7 present estimates of thevalue
of fringe benefits, in total and by specific benefit. Section 8 presentsconclusions
drawn from the study and discusses its implications for themeasurementof
inequality.
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2 Fringe Benefits in Australia

2.1 Definition

5

The generic title fringe benefits refers to non-cash benefits in kind received by
employees inadditionto 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
threebasic 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 through
superannuationpayments, that is, deferred compensation; and

thepopularconceptof 'perks'as the provision or subsidisation of a commodity
or service aspart of a total payment for labour determined in most cases by
agreementbetweenemployer and employee.

The first set areusuallybased 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 campaignsto broaden access to such schemes and the introduction
of a statutorysuperannuationlevy, this element needs to be considered separately.
Indeed,there is amethodologicalargument as to whether, in the contextof such a
statutory obligation, such contributions should be still considered as a 'fringe
benefit', or treatedmore as a labour on-cost analogousto workers compensation
payments. In the interests of consistencyof treatment over time, however, for the
purposesof this paperthey will still be considered as fringe benefits.

The third set is more unusually seen as the preserve of executives and determined
outsidebroadly-basedagreements, 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
consultantswho advise client companies about standardsin levels and forms of
remuneration.
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Unfortunately,such executive surveys generally have a narrow coverage and tendto
concentrate on small�~�a�m�p�l�e�s of �e�x�e�c�u�t�i�~�e remuneration at the highe.r levels.They
cannotthereforebe said to be representatIve of theemployedpopulation, even ifthe
populationconsideredcould be identified. Moreover, the results are rarelypresented
in a distributionalformat: only mean, or at best median, values of particularbenefit
types are available. The commercial nature of the surveys has two otherunfortunate
effects. Firstly, the surveys are not generally available and published, nor arethey
subject to the rigours of academic scrutiny as regardsconsistencyover time. Their
cost, particularly considering the number required to establish trends overtime,
places them outside the meagre resources of academic investigation. Related tothis,
their commercialnature tends to bring with it a requirement of confidentialitysuch
that even private discussions with these remuneration consultants tends to be onan
anonymous basis, unless the results are reported inad hocsummary fashion inthe
fmancial press.

Against this, the surveys do have thebenefit of providing data on the value of
benefits, which is unfortunately something that the more broadly based, andmore
accessible, ABS figures do not do.

The ABSconductedits first survey of employment benefits in early 1979,covering
the period from February to May (ABS, Cat. No. 6334.0). It was based on amulti
stage area sample of private dwellings (approximately 13,500) andnon-private
dwellings, covering about one-third of one per centof the population. Thesurvey
was limited toemployedwage and salary earners who worked at least 20 hours per
week, and represented a workforce of 4,320,000 persons. For the purpose ofthis
survey an'employmentbenefit' was defmed as'a concession, allowance orother
privilege, etc., minimum provisions under which a person wasemployed'.Thus,the
provision of, and payments for, leave and other payments received inaccordance
with an award provision (e.g. safety clothing) were notconsideredasemployment
benefits. Only those benefits which were taken up were included. Thus thesurvey
was based on the actual use of benefits, not mereentitlementor availability. The
survey only covered the receipt of a benefit, not its value. It was on this surveythat
Jamrozik, Hoey and Leeds (1981) based much of their report, although theyalso
examined anumberof earlieracademic and'press'reports which will not bereferred
to in this paper.

The ABS did not conduct its next survey until 1983 as an adjunct to itsAugust
employee earnings survey (ABS, Cat. No. 6310.0) and has continued these onan
annual basis since then. These surveys still only count the number ofrecipientsof
the variety of different benefits provided. Against that, the coverage is verybroad
and includes benefits provided to those below executive status.

Unfortunately, the ABS surveys of the 1980s cannot be compared with the1979
surveybecauseof changes in scope, coverage and methodology. Whereas the1979
survey was restricted to employees working 20 hours or more a week, the1980s
surveys cover all employees, including those who worked less than 20 hours per
week. Whilst still not including itemsprovidedin award provisions, such assafety
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clothing, the survey was extended to include leave entitlements.Defmitionally, the
ABS now defines 'employmentbenefits' as'concessions,allowances or other
privileges received by or provided to employees in their mainjob in addition to
wagesor salary'.

More significantly, for the 1979 survey respondents were interviewedpersonally,
whereasfor the surveysof the 1980s respondents were either interviewed personally
or another adultmemberof 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
particularbenefits'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.
Particularlynoticeablewere the declines in goods and services benefit (42percent),
holiday (33percent) and low-interest finance benefit (47 per cent). These declines
occurred at a time when the popular press was alternatively hailing or condemning
theirexpansionin the 'real world'. More significantly, aside from confusing the
patternof change in the early 1980s, it suggests that the later figuresunderstatethe
receipt of benefits, although the distributional spread of thisunderstatementis
difficult to assess.

Thus,theresearcherin this area is left with'Hobson'sChoice'. On the one hand, the
ABS provides arepresentative,reasonably consistent, and broadly-based survey of
receiptof 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
providedwith a taxi-cab'Cab-Charge'(or the like) to get home safely is treated as
the recipientof 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
benefitsreceived tend to be narrowly based, ad hoc in time, of unverifiable sampling
error, generally cover only mean values for higher levels of executive remuneration,
andare often onlyprovidedconfidentially.

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
researchin Australiainto fringe benefit income. Indeed in a total of four articles on
the fringe benefitstax (FBT) in the 4th Quarter edition of theAustralianEconomic
Reviewin 1986, there is a sum total of six references.

That is not to say, though, that no such data are available. Indeed, the
implementationof the FBT collected at the employer level has provided data
availablethroughthe Taxation Statistics(Commissioner of Taxation, various years)
andBudget Papers. Unfortunately, because the statistics are derived from legislative
defmitions, the match-upof 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 estimatednumber of employeesor vehicles
covered. Thereis no differentiationby thelevel of moneywagesof employees.

The surveydoesnot include all broaderfringe benefitssuch as leave entitlements
andsuperannuationcontributionsalthoughthe ABSMajor LabourCostsofIndustry
(ABS, Cat. No.6348.0)includesthe latteron anaggregatebasis. Most significantly,
the FringeBenefitTaxationStatisticsdata arebasedon actualtax payable,andthus,
to theextentthatconcessionaltreatmentis allowedin the valuationof benefits, even
these values are correspondingly reduced. That such concessionsexists is
acknowledgedin the 1987-88BudgetPapersexplicitly, where it is noted that:

The concessionalnature of theFBT is reflected inthesetaxable
benefit figures which aremuch lower than theactual benefit
receivedby the employee. (Treasury,1987-88,BudgetPaper
No. 1,StatementNo. 5: 363)

Finally, of course,the FBT was only introducedin 1986 andhenceno such data are
availableprior to that year.

2.3 EventsImpacting on Fringe Benefit Use in the 1980s

Russell (1991)documentsthe introduction of non-wageemploymentbenefits and
occupationalwelfare to pioneersof the industrial revolution in the late eighteenth
and early nineteenthcenturies. Rapid changesin technique,productionprocesses
and thedemandsfor new skills sawemployersconfrontseveralproblems,including:

(i) the recruitmentof sufficient labour; (ii) the attraction of
labour with appropriateskills or with a willingness to learn
new skills consonantwith technological advance; (iii) the
promotionof workers'acquiescencein 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 ofbelonging to a
workplace community to reinforce other incentives to stay.
(Russell,1991: 6)

Oneresponseto theseproblemsin labourmanagementpracticewas the provision of
non-wage'benefits',which, in the absenceof state orpublic welfareprograms,could
tie employeesto acompany.

Whilst in different social and economictimes, with the developmentof the trade
union movementand extensionof the state into welfare, theextentof supportby
employersfor non-wagebenefitswaxed and waned, at anindividual level thefour
motivating factors reflectedabove ofrecruitment,retention,control and motivation
haveprovidedthe base for suchoccupationalwelfareprovision. In additionto these
employer initiatives both Rein (1981) and Sinfield (1978) have identified
compulsoryprovision legislativelymandatedby the state, andcollectivebargaining
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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 andmedicalcosts and death and accident insurance, fringe benefits were a
post-warphenomenonand that, internationally, Australia generally lagged behind
other industrialised countries. Drawing upon more comprehensive studies of
benefits thanPiesse'ssurvey 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
period1969-1979,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
(givenconcessionaltreatment of wealth, housing and superannuation) but also in
terms of the taxation of fringe benefits vis-a-vis the provision of the money
equivalent of the benefit. This later aspect reflectedde facto treatmentof 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 AssessmentAct, 1936 would have suggested a reasonably
comprehensive taxing provision with regard to fringe benefits. That Section of the
Actprovidedthat 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 orservicesrendered by him,
whetherso allowed, given or granted in money, goods, land,
meals, sustenance, the use of premises or quarters or otherwise.
(Income TaxAssessmentAct, 1936 Section26(e»
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However, the key phrase is'thevalue to thetaxpayer',as taxpayers have arguedthat
all sorts of personal factors reduced the value of benefits to them. It has also led toa
covert 'under-the-counter'form of effective tax evasion, as the details ofso-called
remuneration packages and of the options available to employees (or thecash
alternative to them) were rarely written down as evidence of the basis ofassessment
verifiable through field audit. For a variety of political, administrative andlegal
reasons the law was noteffectively and fully enforced. In the climate of thetime
the Tax Officeeffectively gave up on enforcement, as indicated by the pressreport
of a submissionput by Treasury to EPACin January 1984. The submissionclaimed
that the problems ofenforcementoccurred'becausefringe benefits come insucha
variety of forms and values, many of which are difficult to identify andquantify'
(SydneyMorning Herald, 26 January 1984).

Thus evolved aperceptionthat most or all fringe benefits were free from tax -'perks
of the job'. This was obviously of benefit to the individual employee as far astax
minimisation was concerned,additionally so if the benefit provided wasdurable,
tangible anditself subject to concessional tax treatment or exemption. Forthe
corporationor employer,there are benefits not only in terms of the factorsindicated
earlierin attracting and retaining employees but also in tangible terms. At thattime
payroll tax liability was based only on the money-wage payroll of theemployer.
The 'costs'of any fringe benefits could be subsumed in other expenses and thusbe
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 aspecificor
quasi-awardframework, employerresistance was difficult to justify in the light of
executive perquisite growth, particularly when both Labor and LiberalGovernments
backed down from legislative attempts to tax firstmotorvehicle (in 1974) andthen
housing benefits (in 1980).

However, other eventsoccurredto change this climate.Principalamongst thesewas
the developmentof the Prices and Incomes Accordbetweenthe AustralianCouncil
of Trade Unions (ACTU) and thenewly-electedLabor Government in 1983.This
Accord, which formed the basis for economic and income policy in the 1980sarose
out of abroaderconcern by the trade union movement which extended beyondthe
industrial ormoney-wageto elements associated with taxation and the socialwage.

The Statementof Accord between the Labor Government and ACTU wasexplicitly
comprehensivein that it covered:

prices, wages, non-wages incomes, taxation and the 'social
wage' , that isexpenditureby governments that affect the living
standards of the people by direct income transfers and
provisionsof services. (as quoted in Norris, 1985: 212)

Arguably also the zealof the Commissionerof Taxation brought aresurgencein
activity to eliminate what wasperceivedas tax evasion (see Raskall, 1992/3).
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As a �~�o�n�s�e�q�u�e�n�c�e �o�~ the �R�e�v�i�e�~ of Taxation undertaken in 1985, a specificFringe
BenefitTaxActwasintroducedm 1986. The TreasuryDraft WhitePaper(Treasury,
1985)had estimatedthat the loss to revenue through not having an effective fringe
benefits tax had been'of the order of $700million' (Treasury, 1985, para 8.4: 87).
Largely for administrativereasons it was decided to collect the tax on such benefits
from the employer(ratherthan the employee), although the extent to which itsde
facto burden was shifted back onto the employee could itself become an area of
investigation (see Lloyd and McDonald, 1986).

Treasuryassumedthat, on the then suggested rate of 46 per cent, equalto the
illustrative company tax rate but less than the proposed top marginal tax rate of 50
per cent, asubstantial 'cashing-out' of the benefits would occur, that is, the
conversionof benefits into actual money-income. However, it was estimated that
this would be 'generallyless than 30 per cent of present fringe benefits in kind'
(Treasury, 1985: 260).

In light of the introductionof the FBT and to assess its likely impact on both the
receiptof benefits and their incidence, it is important to examine the decision rule
affectingindividual 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 remunerationpackages',or 'how to most
effectively deal withFBT when structuring remuneration packages' (Martini etal.
1986a:39). It is importantto recognise that the position which the government was
presumably attempting to reach in introducing the legislation was one where, as a
consequenceof 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 orbenefits,that is, both sources of comprehensive income wouldbe
treatedequally. As a consequence, horizontal equity would be enhanced.

This position occurs when the salary-equivalent costto the employer of providing
thebenefit equates to the salary required to enable the employer to provide the same
benefit. For the determinationof the employer provision cost it needs to be recalled
that since the FBT isnot a deductible expense, the FBT must be'grossed-up'using
the company'stax rate to get a salary equivalent, since salary is deductible.

Martini et al. (1986a)determinedthat the employee should provide the benefit if:

1+ f - t> (l-t)(l-i) -1 (1)

Where:
f is the FBT rate
t is theemployer'stax rate, the company tax rate
i is the employee'spersonal income marginal tax rate.

andthat theemployershould provide the benefit if:
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1+f-t<(l-t)(l_i)-l

The point of indifference is defmed when:

1+ f - t = (l-t)(l-i)-l

PHIL RASKAlL

(2)

(3)

As long as (2) holds, the subsidy flowing from the government will encouragethe
continued provision of fringe benefits.

This decision rule is important for several reasons. Firstly, it indicates howthe
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 amutually
advantageous decision rule for employers and employees, with no suchmoral
limitations.

Secondly, provision of such'optimising' decision rules has paradoxicallyincreased
the tax-minimisation driving force behind the provision of fringe benefits. Thishas
been compounded by the computer designof such rules into remunerationpackages.
Remuneration consultants can now determine the who and how ofemployment
benefits that can be provided. The emphasis shifts away from occupationalwelfare
to tax minimisation. The'loser' in the game of who provides what isthe
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 shiftfrom
fringe benefits to wages or vice versa, to maximise the remunerationsubsidy
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 intothe
expression:

l=j(1 +f-t)-1 (4)

This expression indicates that if theemployee'smarginal tax rate i is greater than I,
the employer provides benefits until i falls to the value ofI. 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 wereconsidered
purely in money value terms, thenonly those employees whose marginal tax rate, i,
was greater than the expression (4) would receive a fringebenefit in kind. In a
personal income tax system in which, as income increased, the marginal taxrate
increases, the positive difference betweeni and 1 would increase with income,and
paradoxically, the greatest tax advantage would accrue to the highest incomeearners.



PERKSOF THEJOB 13

All of �~�i�s argument,�~�f course, disappears if i=f =t, that is, where there is full
integratIOnof the margmaltax rate, the fringe benefit tax rate and the corporate tax
rate,and as acorollary,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 topmarginal tax rate of 60 per cent. This period was designated as a
transitionalperiod to 31 March 1987, in that theFringe BenefitTax Act established
the year forFBT 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 tominimisedisruption that lay behind the decision on rates.

Table 2.1, shows the respective rates of corporate tax, FBT, the derivedexpressionI
(seeequation4 above) and the top marginal rate outlined for each year since 1987
88. This indicates that it was only in the first full year, 1987-88, that all three rates
wereapparentlythe 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
incomereceivedin cash form only.

However, foreveryyear 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 theFBT, this has principally occurred as the company tax rate has fallen, usually
on therationaleof internationalcorporate competitiveness. The consequenceof this
has been,assumingemployees are indifferent to receiving benefits in kind or in cash
of equaldollar value, that since 1987-88 it has always beenof greater value for an
employee in the top marginal tax rate to take as much in fringe benefits as possible,
inexcessof 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 themarginaltax rate(i) is detailed for each year. The notable fact is, that
with the exceptionof 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 greaterthe income in excess of these thresholds the more, on
rationaleconomicgrounds, 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 inin-kind benefits. For members of an unincorporated partnership this
providesaddedinducementto incorporate. Similarly, if we were all rational, then
no-oneunder these threshold incomes would take a fringe benefit, even if offered
oneby theiremployer.

The reality is that notall aim to minimise their tax. Many fringe benefits, beyond
leaveentitlements,are provided by tradition or custom in a collective, rather than
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Table2.1: Comparisonof FBT, CompanyandPersonalTaxRates

Top
personal

Top tax rate
Company f personal (including

FBTrate tax rate 1=- tax rate Medicare
Year f t I+f-t i levy)

(%) (%) (%) (%) (%)

1986-87 46 46 46 60 61.00
1987-88 49 49 49 49 50.25
1988-89 49 39 44.55 49 50.25
1989-90 47 39 43.52 48 49.25
1990-91 47 39 43.52 47 48.25
1991-92 48.25 39 44.16 47 48.25
1992-93 48.4 39 44.24 47 48.40
1993-94 48.4 33 41.94 47 48.40

Source: BudgetPapers, various years.

Table2.2: Minimum IncomeThresholdto MinimiseTax from FringeBenefits

Year

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

Source: Author'scalculations.

IncomeThreshold

28000
35000
35000
35000
35000
36000
36000
38000

individual, agreement.Moreover,at onelevel there is a status andprestige�a�t�t�a�c�h�~�d
to the receiptof a fringe benefit which providesit with a value to the recipientID
excessof the notional equivalentsalary value. And,of course,the relevantvalue
here is notnecessarilythe comparablemarketvaluebut the value as determined by
the legislationfor FBT purposes.For instance,underthe statutoryformula available
the averagevalue for FBT purposesof a motor vehicle in 1991-92 was$2295
(Taxation Statistics,1991-92). Evenwith FBT liability of $1111 included,the useof
a motor vehicle for 12 monthsfor a gross salaryequivalentof $3406might well be
less than thecomparablemarketvalueof such abenefit.
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Moreover, not allbenefitsprovided 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
fmancialinstitutions,provide the benefit not so much for their tax valueper sebut
rather for the more relaxed eligibility criteria adopted and the opportunity to take
advantage ofother tax concessions such as negative gearing. It is thus the
concessions invaluation provided that determine the structure of the common
packageof 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 readyexchangeabilityof
cashmoney.Restrictionson choice and convenience of access are factors that might
mitigateagainsttoo high a proportion of fringe benefits in a package. Nor isit
desirable to anemployerto 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
remunerationpoliciesoften set a minimum salary proportionof 60-70 per cent.

In light of the above, it must be noted that the impositionof the FBT, despite its
intention to remove inequity in the taxation treatment of fringe benefit forms of
incomereceipt, 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
changein response to the advantages contingent upon the interaction of various tax
rates.

That thissituation,though flawed, is preferable to the situation which existed prior
to FBT is readilyascertainableby inserting the rate of f=0 in expression (4) above,
which was thede facto situation. Clearly, there were advantages in everyone who
receivedmore 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
couldinfer, more by informal status networks and'covert' industry standards.

2.5 Enterprise Bargaining: Collective-basedFringe Benefits

As defined above, fringe benefits include more than the individually-based
agreementsrelatedto perquisites. Through collective action, employees are able to
obtaincertain leaveentitlementswhich provide value in the form of paid unworked
time. Whilst many of these were codified in the form of union�a�w�~�r�d a.greements,
for others theirprovisionwas based on related award standards or�l�e�g�~�s�l�a�t�l�o�n �s�~�c�~ as
Public Holidays Acts. With the increasing moves towardenterpnsebargammg,
many of these employment benefits are being subject to employer-employee
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bargainingarrangementsand traded-offand cashed-outfor other benefits, oftenin
the form of wage increases. As the collective natureof these arrangements isbroken
and 'standards'become lessuniversal,we would expecta trend over the1980sof
reduced access to suchbenefits.

Indeed, theHumanRights and EqualOpportunityCommission(HREOC) -through
the SexDiscriminationCommissioner'sInquiry intoOverawardPayments(HREOC
1992) -expressedconcern at the impact that such enterprisebargainingmay have on
gender inequality inremuneration,particularlyin respect ofover-awardpaymentsin
theprovisionof non-cashbenefits. In its formal recommendations,it recommended
that the ABSextendits currentsurvey of employeebenefitsto collect the value of
such benefits in addition to their incidence(Recommendation7(a)).

2.6 Superannuation

The [mal aspect in examining factors thatmight affect the incidence anddistribution
of fringe benefitsin the 1980s relates toemployercontributionsto superannuation on
behalf of an employee. Superannuation,in value, probably represents themost
significantof the fringebenefitsreceived by individuals.

At the beginningof the 1980s, such contributions were like any other fringebenefit
and basedon individual agreementbetweenemployer and employee with the
exception of public sectorcollective agreements. Following a union 'push' for
portableindustry-basedsuperannuationschemes such as in thebuilding industry, as
part of theAccordprocess, the ACTUobtainedagreement from the governmentfor
the introductionof a compulsorysuperannuationlevy from 1 July 1992, initially set
at 3 per cent in 1991-92 then rising in stages to 9 per cent in the year2000-01
(Commonwealthof Australia,BudgetPaper No. 1, 1991: 4.6).

In summary, then, anumberof factors would have beenexpectedto impact onthe
incidenceof fringe benefits in the 1980s,usuallyin a positivefashion. Thequestion
is the extent to which actualincidencechanged, and we now turn to that issue.
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3 Trends in the Incidenceof Fringe
Benefits

3.1 Total

17

As indicatedpreviously,the ABS conductsan annualsurveyon receipt(but not the
value)of employmentbenefitsby employees(ABS, Cat. No.6334.0). Certainminor
changes inscopeof this serieshaveoccurredsince 1983which needto benoted. In
1990,the surveywasadjustedto excludeemployeesaged70 yearsand over; in 1991
it was further adjustedto excludeschool studentswho were alsowage and salary
earners; in 1991 thesurvey was conductedin July while in all other years it was
conductedin August; in 1987 thedefinition of a transportbenefitwas broadenedto
include the paymentor subsidisationof the cost of travel to and from work; and
finally, whilst the scopeof the earlier 1979 surveywas limited only to employees
who worked 20 hoursa week or more, comparabilityof scopeis possibleto 1987,
butmoresignificantly the surveyinterviewmethodologychangedebarscomparisons
of the 1983 to 1992resultswith those for 1979. Thus, with exceptionof the 1979
survey,and adjustmentprovidedby ABS for earlier yearson the revisedtransport
benefitdefmition, the seriesis broadlycomparablesince 1983.

Between 1983and 1992,the numberof benefitsreceived(excludingsuperannuation
andleaveentitlements)increasedfrom 3134thousandto 4197 thousand,an increase
of one-third. In that time the numberof employeesincreasedby one-fifth, even
allowing for scopechanges.Thus,despite theintroductionof the FBT, theincidence
of fringe benefitsin total hascontinuedto increase.The reasonswhy this may have
occurredwereexaminedin the previoussection.

In looking at individual benefits,the greatestincreasesin the numberof recipients
occurred inrelationto shares(110per cent),uniondues andprofessionalfees (59 per
cent),and low-interestloans (39 per cent). On theotherhand,absolutedeclinesin
receipt occurred in the areasof entertainmentallowances(52 per cent),housing
benefits (5per cent) and child careand educationexpenses(1 per cent), althoughin
the lastcase,samplevariability is very highbecauseof the small estimatednumber
of recipients.

In Table 3.1, thesepercentagechangesin the numberof recipients,by benefit type
areoutlinedfor varioussub-periodsin the total 1983 to 1992period. These.benefits
havebeencategorisedin accordancewith the schemaadoptedby Jamrozik,Hoey
andLeeds(1981),with theexceptionthat study leave hasbeentransferredinto anew
categoryof leaveentitlements(otherleave data was notcollectedin the 1979survey
whichwas the basisof the Jamroziket al. study),and superannuation,reflecting its
move to astatutorycontribution,hasbeenseparatelyisolated.



18 PHIL RASKAlL

Table 3.1: Change inNumber of Recipientsby Benefit Type in Particular Sub-periods: 1983
to 1992 (per cent)

Year

Benefittype 1983-1985 1985-1987 1987-1990 1990-1992 1983-1992

Capital accumulation
-9.0Housing -0.4 -6.5 11.8 -5.4

Transport(a) -3.0 -1.5 31.9 -8.4 13.1(b)
Low-interest
finance 3.6 26.7 -4.2 10.2 38.7

Shares 0.1 49.7 36.9 12.8 109.7(b
Total -1.0 4.0 24.8 -5.5 15.9 )

Allowances
Telephone 13.2 -8.2 21.6 -7.0 17.4
Electricity -8.8 -4.8 21.1 11.3 17.1
Club fees 0.1 -13.4 38.3 -8.6 9.5
Entertainment 2.5 -58.6 34.1 -15.3 -51.8
Union dues 16.1 -4.0 38.9 2.9 59.3
Holiday 19.7 -3.3 16.4 -4.3 29.0

Total 9.1 -16.3 24.7 -4.4 8.9

Services
Goods and services 20.8 -20.4 30.9 2.0 21.6
Child care/
education 7.7 -19.8 53.1 -16.6 -1.2

Medical 7.7 -3.2 26.3 -10.1 17.2
Total 18.5 -16.9 30.4 -4.8 22.3

Superannuation 5.3 6.6 45.9 46.3 139.7

Leaveentitlements
Studc; 13.6 21.3 27.1 14.2 100.2
Sick c) 2.4 2.6 11.5 -7.0 8.9
Annual(c) 2.6 2.7 11.4 -7.4 8.7
LofcJ-service(C) 2.7 4.4 13.4 -5.4 14.9

Total c 2.6 3.3 12.2 -6.4 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

Notes: a) Forperiod1983-1985,refersto transportbenefitexcludingjourney-to-work;
b) Total for 1983-1992refers to1984-1992,andincludesjourney-to-worktravel

benefits;
c) For period1983-1985,refers to1984-1985,as notcollectedin 1983.

Source: ABS, EmploymentBenefits,Australia,CatalogueNo. 6334.0; various years.
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Following Jamrozik et al. (1981), capitalaccumulationrefers either to benefits
which �~�c�c�r�u�e in value �o�~�e�r �t�.�i�m�~ (such as shares) or whichprovide the opportunity
for savmg ondurableor capital expenditure;allowancesare benefits which are of a
current�e�x�p�e�n�d�i�t�u�~�e type and may beconsideredas largely arising fromposition in
the firm; andservicesare related to benefits which provide either goods or services
to the employee. To these, as indicated,superannuationhas been added as a
category, as have leave entitlements of various forms. Inevitability, such
categorisationsaresomewhatarbitrary. The periods chosen aimbroadlyto ascertain
the effect of the introductionof FBT althoughit should be recalled that the August
1985 surveywas undertakenafter the release of theDraft White Paper(Treasury,
1985)which advocatedthe FBT, and thus FBT could have beenanticipatedto some
extent.

Several points are notable about Table 3.1. Firstly, althoughperquisitebenefit
receipts declined in total by 10 per centbetween1985 and 1987, the period of
introduction of the FBT, once the'traumaof change'had beenexhaustedand the
ramification of the legislation understoodand adjustments made, there was rapid
growth of 26.5per cent between1987 and 1990, which was more than double the
rate of employmentgrowth. The recession begining in' 1990 acted to reduce the
numberof benefits receivedby 5 per cent, but this wascommensuratewith the
decline inemploymentrecordedover the period.

In terms of the three categories described above, whilst it wouldappear that
allowances weremostaffected by the FBT, the majority of the 18percent decline in
that segmentwas due to the 58.6 per cent decline inentertainmentallowances
received. Thedecline in entertainmentallowances was brought about not so much
by the FBT, but becausethey were madenon-deductiblefor company taxation
purposes.If this benefitis excluded, then the allowances in total only suffered a 6.5
per cent drop in thenumberof recipients. The prime'casualty'of the FBT would
appear tohavebeenthe provision of discounted goods and services toemployees,
which was reducedby more than 20 per cent. However, thiscategory,like the
others, including entertainmentallowance, bounced back to grow strongly in the
subsequentperiod; in fact these two groups that declined inincidencethe most
between 1985 and 1987, increased the mostbetween1987 and 1990.

On the other hand, the provision of shares and low-interest finance increased
dramatically inreceiptbetween1985 and 1987. In the case of shares, as indicated
earlier, they wereexemptfrom the FBT legislation. Low-interest loanprovisionon
the other hand, could be thought of asencompassinga long reaction time, as
recipientsreceiving such a loan could not readily realise the asset on which it is
based inorder to re-fmanceelsewhere, even if this were possibleunderordinary
eligibility conditions. It is notable that this declined in theperiod.1?87-1990, the
only fringe benefitto do so. Moreover, arguably the benefits ofreceivingsuch loans
and thustheir incidenceis also related to the capital gains applicable to the asset to
which the loan is directed. More significantly, the defmitionof receipt of this
benefit relates towhetherthe employee had taken the benefit up at some time while
he or she hadbeenworking for the current employer.
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As far as other categories of benefits are concerned, Table 3.1 shows thestrong
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 eachperiod,
reflecting a recognition both by employees and employers of the need forskill
development and training, as well as the increased availability of opportunitiesfor
such activities. The other, more standard, leave components all showedsimilar
patterns of growth, although long-service leave accessibility increased at aslightly
greater rate than the other two,prior to 1990, and declined less, in therecessionary
1990-1992 period. Up until 1987, all three of these standard leaveentitlements
suffered a decline in incidence relative to employment growth, reflectingthe
changing nature of the labour market and the development of part-time andcasual
work. For both sick leave and annual leave this relative decline inincidence
continued beyond 1987 up to 1992.

The results presented in Table 3.1, however, may be subject to someanticipatory
distortion in that, priorto the legislative introduction of FBT, there was muchpress
speculation about likely changes to the treatment of fringe benefits, especially atthe
National Tax Summit of July 1985 and with the release a month earlier of theDraft
WhitePaper(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 havebeen
adjusted to reflect change in scope in the 1991 survey which excludedschool
students who were also employed (approximately 150,000 in 1990). Thus theannual
change in 1990 reflects the broader original population and the change in1991 only
the narrower defmed population. Because of sampling variability, child-careand
education expenses have been excluded from this table.

Table 3.2 demonstrates that, indeed, employers began to withdraw fringebenefits
prior to the introduction of FBT. In the year to August 1985, for everyperquisite
benefit except holiday expenses and telephone, there was an absolute decline inthe
number of beneficiaries. Overall, this decline averaged 4.6 per cent, despite a2.9
per cent growth in the numberof employees. The largest'anticipatory'decline
occurred in respect of the entertainment allowance and electricity.In the yearto
August 1986, with the FBT legislation enacted, the decline accelerated formost
benefits.

However, by August 1987, increases had occurred in virtually every category.This
increase was led by shares, club fees, union dues and professionalsubscriptionsand
low-interest loans. However, for the provision or discounting of goods andservices
there was an accelerated 17.4 per cent decline. Given that in relation todiscounted
goods and services, a $200 threshold forde minimusbenefits was included inthe
legislation, this considered reaction in respect of the goods and servicesbenefit is
surprising. It may well have reflected employers taking advantage ofthe
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Table3.2: Annual Changein EmploymentBenefitRecipients:1984to 1992

Annualchangefrom previousyear(%)

Benefit type 1984 1985 1986 1987 1988 1989 1990 1991 1992

Capitalaccumulation
Housing 7.7 -7.5 -8.9 3.9 6.9 1.5 1.8 -8.5 -0.6
Transport 7.3 -4.9 -5.4 5.4 8.5 15.5 4.1 -5.1 -3.5
Finance 10.5 -6.2 7.2 18.7 -0.4 -4.3 0.1 13.5 -2.9
Shares 4.8 -4.5 -5.0 59.0 33.5 -7.9 10.4 -0.5 2.7

Allowances
Telephone 11.8 1.2 -11.4 4.2 10.2 6.3 3.3 -3.0 -4.1
Electricity 5.5 -13.5 -9.7 9.0 16.7 -5.9 6.8 0.0 11.3
Club fees 14.9 -7.8 -36.2 42.1 0.5 25.0 5.1 9.4 -16.5
Entertainment 18.1 -13.2 -57.4 -0.8 5.0 9.8 13.8 -18.3 3.6
Union dues 25.9 -7.8 -18.0 20.5 13.7 27.0 -6.4 15.9 -11.2
Holiday 14.5 4.6 1.9 -4.9 4.4 4.7 6.2 0.3 -4.6

Services
Goods/services 25.5 -3.8 -2.9 -17.4 6.9 11.4 9.1 -0.4 2.4
Medical 11.1 -3.0 -9.3 7.8 8.0 13.0 2.4 0.8 -11.7

Superannuation 2.3 2.9 2.7 4.6 7.9 20.5 11.4 31.5 11.2

Leaveentitlements
Study 9.7 3.5 11.0 10.3 -3.7 31.0 -0.1 19.0 -4.0
Sick 2.4 1.6 1.8 3.1 5.4 1.8 -5.0 -2.1
Annual 2.6 1.7 1.8 3.1 5.3 1.8 -5.0 -2.3
Long-service 2.7 1.8 3.5 0.1 8.2 3.8 -4.7 -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

TotalEmployees 3.3 2.9 3.1 3.2 4.0 6.5 1.1 -3.7 0.1

Source: SeeTable3.1.

opportunity of confusion about the introduction of the FBT to eliminate some
benefitsfor lower-paidworkers. However, by 1988 even this benefit was growing
againin excessof employmentgrowth so that some employees regained it.

The other point to note in the earlier part of the period under consideration is the
dramaticgrowth in benefitprovisionthat occurred in the year to August 1984. Total
perquisite benefits increased by15.5 per cent in a year where the number of
employeesincreasedby only 3.3 per cent.In general, the growth in services and
allowancesexceededthat in 'capital accumulation' benefits. It was this rapid
growth,virtually untaxed,that no doubt increased the urgency of theintroductionof
the FBT.
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It is of interest to note thevariation of fringe benefit withdrawal contingenton the
recessionfrom 1990. First to be cut in 1990 wereunion dues and professional
associationfees; in 1991 this wasextendedto entertainmentallowances,housing,
telephonesandtransport,and then in 1992, as therecessionwasprolonged,declines
occurredin clubs fees,medicalexpenses(including private health insurance),and
low-interestfinance. That is, it was those benefits more closelyrelated to actual
business activity that were cut first,rather than those benefits which weremore
'fringe' to corebusinessactivity.

Table 3.2 also againhighlights the dramatic rise in the provision of employer
contributionsfor superannuationbeginningin 1988 anddramatically increasingin

. 1989, with a second surge in 1991.In respectof leave entitlements,it can beseen
that theselaggedbehindemploymentgrowth, so that the actualincidenceof receipt
declined,althoughthe difference,in particular,wasgreaterin 1992, in responseto
broaderenterprisebargaining.

To clarify these shifts in the actualincidenceof receipt, as well as to highlightthe
relative breadthof receipt of the various benefitsunder consideration,Table 3.3
details these annually,showing the percentageof all employeesreceiving each
benefit each year. Incomparingincidenceover time, we have already notedthe
minorbreakin the series in 1990 when (about 12,100)employeesoverthe ageono
were excluded,and themore major break in 1991 when 146,800 employeesstill
attending school wereexcluded. As far as theincidence rates areconcerned,
virtually all the impact of the latter change was on theprovision of goods and
services, as 40 per centof student-employeesreceived thebenefit, reflecting the
casual nature oftheir jobs; less than 5per cent of them received any leave
entitlement.

As Table 3.3 indicates, if leaveentitlementsare included,by 1991 less than 10per
cent of employeesdid not receive anemploymentbenefit beyondtheir wageand
salary. Approximately80 per cent (though declining)receivedthe standardannual
holidayand sick leave.With the upsurge insuperannuation,about the samenumber
receiveda contribution from their employerin 1992, and with thesuperannuation
levy legislationthis will have increasedfurther since then.

The perquisitebenefitsreceivedmostcommonly,by slightly underone in five ofthe
employedworkforce are discountson thepurchaseof goods andservices. On apar
with this, about one in sixreceivea transportbenefitfor journeysto and fromwork.
One in twelveemployeesreceive atelephonebenefitof someform.

Beyondthese three, theincidenceof benefitsdropsdown to about one in forty,on
average,for a myriad of diversebenefits. Theserange frombenefitsfor housing,
electricity and low-interest loans and shares, to the leastprovided benefits:
entertainmentallowance,club fees, child care andeducationexpenses.

Of the entire set of incidencesoutlined in Table 3.3, probablyof most impact�~
termsof lifetime income,wealthaccumulationanddistributionis the dramaticrise ID
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Table 3.3: Incidenceof FringeBenefitReceipt:1983 to 1992(percentages)

Year

Benefit type 1983 1984 1985 1986 1987 1988 19891990 1991 1992

Capitalaccumulation
Housing 4.0() 4.1 3.7 3.3 3.3 3.4 3.2 3.3 3.2 3.2
Transport 8.4 a 17.1 15.8 14.5 14.8 15.4 16.7 17.2 17.4 16.8
Finance 2.6 2.8 2.5 2.6 3.0 2.9 2.6 2.6 3.1 3.0
Shares 1.6 1.6 1.5 1.4 2.1 2.8 2.4 2.6 2.8 2.8

Allowances
Telephone 8.6 9.3 9.1 7.8 7.9 8.4 7.5 8.5 8.8 8.4
Electricity 2.4 2.4 2.1 1.8 1.9 2.1 1.9 2.0 2.1 2.4
Club fees 1.6 1.8 1.5 0.9 1.3 1.3 1.5 1.5 1.8 1.5
Entertainment 4.4 5.1 4.3 1.8 1.7 1.7 1.8 2.0 1.7 1.8
Union dues 2.1 2.5 2.3 1.8 2.1 2.3 2.7 2.5 3.1 2.8
Holiday 3.5 3.9 4.0 3.9 3.6 3.6 3.6 3.7 4.0 3.8

Services
Goods/services 17.6 21.4 20.0 18.915.1 15.5 16.2 17.5 17.6 18.0
Medical 3.3 3.6 3.4 3.0 3.1 3.2 3.4 3.5 3.7 3.3
Total 0.3 0.3 0.3 0.2 0.2 0.3 0.3 0.3 0.3 0.3

Superannuation 39.9 39.5 39.5 39.439.9 41.4 46.8 51.6 72.2 80.3

Leaveentitlements
Study 1.7 1.8 1.8 2.0 2.1 1.9 2.4 2.6 2.8 2.8
Sick 82.5 82.1 80.9 79.8 79.1 78.3 78.9 79.7 77.9
Annual 82.8 82.6 81.5 80.4 79.7 78.8 79.4 80.0 78.1
Long-service 66.7 66.6 65.8 65.9 63.4 64.4 66.2 67.1 66.5

Total, no benefit(a) 42.1 10.4 11.1 12.312.7 12.7 12.3 11.0 9.2 8.6

Total (excluding
leaveand
superannuation) 60.4 75.9 70.4 61.9 60.2 62.9 64.7 67.3 69.6 68.0

Total Employees 5.19 5.35 5.51 5.68 5.87 6.10 6.50 6.57 6.17 6.18
('00000o)

Note: a) Transportbenefit for 1983excludesbenefitprovidedfor journeyto work.

Source: SeeTable3.1.
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the provision of employer-fundedsuperannuation.Over the nine-yearperiod, and
concentratedin the periodfrom 1987, theproportionof employeeswho will benefit
from this hasdoubledfrom 40 percent toover80 per cent. This hasclearlyalready
had animpact on the distribution of superannuationassets and thedistribution of
wealth. As thesecontributionsrise, theimpactwill increasefurther. To the extent
that thisbenefit,by defmition, is only availableto theemployed,then the gap over a
lifetime betweenthoseemployedand thoseeither not employedor susceptible to
unemploymentwill rise.

In respectof the other fringe benefits listed in Table 3.3, whilst their relative
incidencewould, on average,not appearto have changedmuch over the period,
despite the FBT, their incidence is not spreaduniformly over the employed
population. As Jamrozik, Hoey and Leeds (1981)point out in respectof the late
1970s, thedistribution of employmentbenefitscorrelateswith the vertical division
of the labourmarket: thehigher an employee'sposition in the occupationalladder
the higher is the level of benefits,both in relative andabsoluteterms (Jamrozik,
Hoey and Leeds, 1981: 17). Thus, thehighest incidenceof benefit receipt is by
executives,managers andadministratorsparticularly in the fmance, businessand
property services. On theother hand, thelowest level of incidenceof benefits is
received by employees in personal services industries such as recreation and
catering. The majorityof theseemployeesarewomenand youngpeople,with ahigh
proportionof part-timework.

Little has changedin that general description of the distribution of benefits by
employee characteristicsover the 1980s although some significant trends are
discernible. It is to those that thispapernow turns.

3.2 Distribution of Incidenceof Fringe Benefitsby Employee
Characteristics

Gender

The Human Rights and Equal Opportunity Commission(1992) highlighted the
genderdistinction in receipt of non-wagebenefitswhen it pointedto the 'Hidden
Gap' as it called it, in its Report on the Inquiry into SexDiscrimination in
OverawardPayments. Drawing upon data for 1990, itpointedout that,excluding
entitlementsto leave andsuperannuation,women received half the number of
benefits per employee that men did. Moreover, whilst 85 per cent of male
employeeswere entitled to paid annualand sicknessleave, only 70per cent of
female employeeswere. Long service leave wasavailableto 58 percent ofwomen
but 73 per cent of male workers. In 1990, whereas 58per cent of menreceived
employersuperannuationcontributions,only 44percentof womendid.

Whilst much of this disparity reflects theconcentrationof women in part-time
employment,evenamongstfull-time employeeswomenreceivedsubstantiallyfewer
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benefits than men. Table 3.4 outlines theincidenceof employmentbenefits by
gender andemploymentstatus revealed by the ABS survey for 1990.

As the Human Rights and Equal OpportunityCommission(1992) points out, in
respectof Table3.4:

• only 4.1 per cent of full-time femaleemployeesreceived atelephonebenefit
comparedwith 12.9percent of full-time males;

• 26.3 per cent of full-time male employeesreceivedsome form oftransport
benefitcomparedwith only 8.9 per cent of females;

• of the fourteen'fringe benefits'considered, thepercentageof full-time female
employeesin receipt of aparticularbenefit exceededthat for males in only two
categories:provisionof goods and services (reflecting femaledominancein the
retail sector), and access to study leave.

To quote theCommission:

In total, female full-time workers receivedon average, 0.55
benefitsper employeecompared with 0.91receivedby males.
For part-timeemployees,the relative totalincidenceof benefits
is the same, irrespective of gender, at 0.36 benefits per
employee.(HREOC,1992: 27)

The questionis whetherthis relativity is closing in the way that the money wages
gapbetweenmen and women has been closing. Whilstwomen'saverageearnings
are still two-thirds of men's,this is an improvementof 4.5 per cent from 1974 and
themagnitudereflects continuedconcentration by women inpart-timework (ABS,
Cat. No.6304.0). Amongstfull-time workers,women'searnings relative tomen's
hasincreasedfrom 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
andemploymentstatus in 1983 and 1992, respectively. This table is derived from
tablesanalogousto Table 3.3 compiled for each year from the ABS surveys.That is,
the incidence(or proportion) of employees in eachgenderand employmentstatus
receiving a benefit is determined. The observed incidence forwomen in each
employment status(full-time, part-time and total) is then divided by therespective
incidence for men. Analogouslyto the determinationof the 'genderwage gap',
being theaverageof women'swage in a category divided by theaveragemen's
wage, this relativeincidenceby gender could be called the'genderfringe benefit
gap'.

If theproportionof, say full-time women employees receiving abenefitequalledthe
proportionof full-time men, then of course no gap would exist. On theotherhand, if
for a certainemploymentstatus, only men received a benefit but women did not,
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Table3.4: Incidenceof FringeBenefits,by EmployeeStatusandGender:1990

Male Female

Full-time Part-time Total Full-time Part-time Total

Housing 4.7 0.5* 4.4 2.2 1.0 1.7
Transport 26.3 6.1 24.7 8.9 4.7 7.3
Finance 3.2 0.4* 2.9 2.9 0.8 2.1
Shares 3.8 0.7* 3.5 1.8 0.7 1.4

Telephone 12.9 2.0 12.1 4.1 3.3 3.9
Electricity 2.7 0.7* 2.6 1.4 0.8 1.2
Club fees 2.2 0.5* 2.1 1.2 0.2* 0.8
Entertainment 3.3 0.1* 3.0 0.9 0.7 0.6
Union dues 3.8 1.0* 3.6 1.6 0.5* 1.1
Holiday 4.8 0.9* 4.5 3.9 0.8 2.7

Goods/services 15.3 19.7 16.1 18.9 20.4 19.4
Medical 4.5 0.3* 4.1 3.6 1.0 2.6
Child education 0.4 0.1* 0.3 0.3* 0.2* 0.3

Superannuation 61.5 10.3 57.5 55.7 25.2 43.8

Study leave 2.5 2.7 2.5 2.8 1.2 2.2
Sick 91.7 13.8 85.6 93.5 33.4 70.1
Annual 92.6 12.1 86.2 93.9 33.5 70.3
Long-service 78.1 8.1 72.6 77.9 26.2 57.7

No benefits 3.0 56.6 7.2 2.6 36.9 16.0
Benefits/Employtbl) .8837 .3314 .8403 .5160 .3444 .4506
Total �e�m�p�1�o�y�e�e�~ 3445.5 276.1 3741.9(a) 1723.8 1079.1 2823.7(a)
Total 'benefits' ) 3044.6 91.5 3144.3 889.4 371.6 1272.4

Notes: a) Includes41,000persons whosefull-time/part-timestatuscouldnot be
determined.

b) Thousands.
* Asterisk (*) implies results subject to large sampling error.

Source: ABS,EmploymentBenefits,Australia, 1990, Cat, No. 6334.0.

then the relative incidence (that is, incidence of women divided by incidence ofmen)
would be zero and the gap equal to 100 per cent. Where the value in acategory
exceeds 100 per cent, then women in thatemploymentstatus are more likelyto
receive a benefit than a man.

It should be noted that the ABS survey did not collect data on leaveentitlementsin
1983, but began collection in 1984. Hence, for the purposes of this exercisethe
1984 leave entitlementdatahas been taken for the earlier period. Looking at1983
first, the total column indicates thatin that year, for no singlebenefitwerewomen
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Table3.5: RelativeGenderIncidenceof FringeBenefits(a):1983and1992

1983 1992

Benefit Full-time Part-time Total Full-time Part-time Total

Housing 31.6 94.4 30.2 40.4 111.1 36.4
Transport 27.8 92.7 30.3 31.0 91.7 29.1
Finance 66.1 55.8* 48.6 108.6 1100.0* 84.4
Shares 29.6 70.6* 47.0 52.5 366.7* 45.9

Telephone 23.0 109.3 30.5 31.3 122.6 32.5
Electricity 44.1 95.3 45.9 50.0 136.4 53.3
Club fees 20.1 87.7* 21.0 61.9 33.3* 40.0
Entertainment 22.4 41.9* 19.2 30.0 100.0* 22.2
Uniondues 35.8 21.1* 28.3 45.2 44.4* 33.3
Holiday 64.5 35.5 48.6 82.0 80.0 58.7

Goods/services 101.5 105.7 98.2 114.9 119.2 116.1
Medical 78.4 64.4 61.0 74.4 150.0 60.0
Child education 64.9 134.8* 72.2 66.7 200.0* 66.7
TotalPerquisite
Benefits 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

�S�t�u�d�(�b�~�e�a�v�e 99.5 26.2 76.1 113.8 47.5 90.0
Sick 99.6 123.8 80.6 101.9 185.1 82.8
Annual(b) 99.2 125.3 80.2 101.8 186.6 82.4
Long-service(b) 94.3 121.5 75.7 100.9 217.5 81.2

Nobenefits 111.9 84.9 297.1 104.0 58.9 27.7
Benefits/Employee 51.7 90.3 49.8 58.2 116.3 54.4
Total 'Perquisite
benefitsper
employee' 51.7 90.3 49.8 58.2 116.3 54.4

Notes: a) Incidenceof receiptby womenas apercentageof receiptby men.
b) Relatesto 1984survey.
* Impliesresultsubjectto largesamplingerror.

Source: Seemain text andTable3.1.

employeesmore likely to receive it than men.In fact, the only grouping in which
womenwere 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
womenemployeesdid not. This total figure reflects the different full-time and part
time 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 madewithin
the same employment status, women received overwhelmingly fewer benefitsthan
men. Amongst full-time employees, it was only in the receipt of discountedgoods
and services that women were more likely to receive a benefit compared tomen.
The disparity between men and women in leave entitlement benefits wasminimal,
reflecting the collective basis of their provision. Amongst part-time workers, aswell
as for the goods and services category, women had a greater probability ofreceiving
a telephone benefit.

On the other hand, amongst full-time employees, substantially fewerwomen
(relative to their total numbers) received club fees,entertainmentallowance,shares
or a transport benefit such as a car.In these categories, their relative receipt wasless
than one-third that of men. As in the money-wage comparison, part ofthe
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 servicesrelative
to men because of their dominance (and possible seniority in terms of length of
employment) in the retail sector. Similarly, the predominance of femaletelephone
operators would form part of the explanation for their greater relativeincidence
amongst part-time employees in receiving a telephone benefit.Conversely,
women's lack of representation among those occupations which might partlyjustify
club fees being paid or an entertainment allowance being provided provides abasis
for their low relative receipt of those benefits.Women'sinvolvement in thefinance
and travel areas, similarly, provides a part-explanationof the higher thanaverage
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 conclusionholds
even amongst full-time employees. As far as leave entitlement was concerned, ona
relative basis, despite the greater coverage of women part-time workers incollective
agreements stemming from permanency compared to male part-time workwhen
combined with the greater proportion of women working part-time as distinctfrom
full-time, women'soverall access to leave arrangements was less than men's.

Finally, superannuation access for both women full-timeand part-timeemployees
was substantially less than that for men.

Turning to 1992, we can see from Table 3.5 that the relative incidence oftotal
perquisite benefits for women overall compared to men improved from 49.8 percent
to 54.4 per cent. Thus, there has been a small relative improvement ofaccessto
benefits for women. This applies both amongst full-time and part-timeemployees
In fact, amongst part-time workers, women are more likely to receive abenefIt
compared to the small number of male part-time workers.

Despite this marginal improvement, if we look at the total column, inrespectof
every benefit (except goods and services) women are still less likely toreceive.a
benefit than men. Even if we look only amongst full-time employees, it isonly III
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thelow-interestfinance area as well as goods and services- that is in industries with
ahigherproportionof female workers - that their receipt of a benefit ishigherthan
men'son apercapita basis.

The observedmarginal improvement ofwomen'srelative access to fringebenefits,
which is commensurateto the movementsin relative money wages, although from a
much lower base, isconsistentfor 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 anextremely
low base. However, for the possibly more valuable benefits of shares and transport,
it actually fell in thenine-yearperiod.

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
redresstheir 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 aboutone-quarteras likely. There may beimprovement,but such
access tobenefitequality still has a long way to go.

On theotherhand, in respect of superannuation and standard leaveentitlements,the
collective agreementnature of the latter and the introduction of the statutory
superannuation levy has seenwomen'saccess to the benefits at least equal and, due
to their morewidespreadcoverage under collective agreements, exceedcomparable
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 part
time womenemployeesreceive a superannuation benefit, and thisexceededthe 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 centof women
worked part-time compared to 9 per cent of male employees in 1992,women's
access tosuperannuationin that year was still less thanmen'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
thushave 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
actualuse, this could reflect broader social trends.

Gender Equityand the FBT

Whilstthese comparisons can indicate longer-term trends, it is interesting toexamine
theeffect theintroductionof 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
receivedperemployedperson separately for full and part-time workersdifferentiated
bygender for a selective series of years within the 1983 to 1992 period. The years
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Table3.6: RelativeGenderIncidenceof Receipt ofPerquisiteBenefits byEmployment
Status: SelectedYears1983 to 1992

Full-time Part-time All employees

Female Female Female
to male to male to male

differential differential differential
Year Male Female (%) Male Female (%) Male Female (%)

1983 .8864 .4313 48.7 .3973 .3595 90.5 .8595 .4069 47.3
1984 .9918 .4903 49.4 .4097 .3787 92.4 .6902 .4514 47.0
1985 .9147 .4815 52.6 .4110 .3469 84.4 .8857 .4340 49.0
1987 .8029 .4200 52.3 .2361 .2834 120.0 .7650 .3685 48.2
1990 .8837 .5160 58.4 .3314 .3444 103.9 .8403 .4506 53.6
1992 .9009 .5244 58.2 .3183 .3702 116.3 .8492 .4618 54.4

Source: See Table 3.1.

selected were based on the critical years of change in incidence as outlined inTable
3.2 above. We would also have hoped to include 1986, the actual year of
introduction of the FBT, but unfortunately the ABSEmploymentBenefitspublication
related to the survey in that year did not distinguish full-time andpart-time
employees by gender.

In Table 3.6, for example, for 1983, the average male full-timeemployeereceiveda
sum total of .8864 perquisite benefits (all those included inprevious tablesbut
excluding superannuationand leaveentitlements),this figure being derivedby
summing the incidence of each. That is, the 3,008,700 males in thiscategory
received a total of2,666,800benefits of some kind. A similar average'benefit'per
full-time female employee is determined, and theresultant female rate(.4313)
divided by the male rate to indicate the'gendergap'.

One further point, prior to examining Table 3.6, should be made.In 1987,the
defmition of transportbenefitwas expanded to include:

payment orsubsidisationof the cost of travel to and from work.
This had theeffect of increasing the estimate of thenumberof
persons inreceiptof this benefit by 436,400 in August 1987.
(ABS, 1987, Cat. No. 6334.0: 6)

Thus on the original data, a discontinuityoccurredin the series, at a criticaljuncture
vis-a-vis the FBT. The ABS did, however,publishrevised aggregate measuresfor
previous surveys to enable comparisons to be made. For the purposes of Table3.6,
it was assumed that this additional transportbenefitwas distributed amongstmales
and females of full- and part-timeemploymentstatus in the same way as theexisting
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transport benefit received in those earlier surveys, which in aggregate wasof similar
magnitude.

Table 3.6 indicates that up to 1985, the average benefits received by women
compared to men increased marginallyin total and for full-time employeesthe
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 andmarginally
reversed. More accurately, it was the employers' response to theproposedand
actualintroductionof FBT that produced this outcome.Women'sbenefits were cut
back at agreaterrate thanmen'sin 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
centreductionfor men's. Amongst full-time employees, women incurred a 12.8 per
centreductionin average benefits received compared to a 12.2 per centreductionfor
men.

However, as employers adjusted to the new FBT, and with strongemployment
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. Amongstall 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
averagemale 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 1985to 91 per cent fromtheirpeak
in 1984. Moreover, since 1987, the average fringe benefits for full-time males has
continuedto 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-timereceipts compared to full-time. One consequence was that benefits
receivedby female part-timers exceeded the average benefits of males in 1987 and
thatdistinctionhas been maintained since, particularlyin the post-1990 period.

Anotherconsequenceis that the differential between the benefits received by full
time and part-time male employees has widened considerablyin the post-FBT era.
In 1985,part-timemen 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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disparitybetweenfull-time and part-timewomen has notchangeddramatically. In
1985, apart-timefemaleemployeereceived 72 per cent of thebenefitsof a full-time
female. By 1992 thishadfallen marginallyto 71 per cent.

From Table 3.6, it appearsthat if there was oneclear-cutloser in the fall-outfrom
the shake-upof fringe benefitsupon theintroductionof the FBT, it was malepart
time workers, whonot only had their benefits cut dramatically and havenever
regainedthem, but thedisparitybetweenthemand femalepart-timeemployees,and
all full-time workers hasincreasedin similardramaticfashion.

Incidenceby OccupationCategory

As may be expected,similardifferential incidenceof fringe benefitand receiptexists
by occupation,in addition to genderand employmentstatus. For example, as
Jamrozik,Hoey andLeeds (1981) indicated, fringebenefit receipt is particularly
concentratedin managerialoccupations. Over the period of the ABS Employment
Benefitssurvey,employeeswho aredescribedas in themanagerialor administrative
occupationcategory havecomprisedbetween6 and 7 per centof all employees.
This group have,however,consistentlyreceivedbetween18.5 and 20 per cent of all
benefits received. Other occupations,largely reflecting the vertical division of
labour, have notreceiveda share of benefitscommensuratewith their relative size.

Moreover,as Table 3.7 indicates whilst there was somecut-backin fringe benefit
receipts from thehalcyon days of 1984,particularly in respect of entertainment
allowancesand club fees, thebenefits available to managersbouncedback very
quickly from the introduction to the FBT in 1986 andhave been extensiveand
steady since then. Table 3.7 shows that by 1988, more thanhalf of managers
administratorsandexecutivesreceiveda transportbenefitdue to theFBT advantages
in the provision of a company car and thelegitimisation of fringe benefits,as
discussedearlier.

In summary,a significant differentiation of fringe benefit receipt exists which is
likely to have important implications for the distribution of such benefits,having
regardto anticipateddifferencesin their value. There are important implications
also for thedistributionof incomeunderabroaderdefinition than the standard 'cash
only' definition. This ishighlightedby Table 3.8which shows the benefitsreceived
by that combination of characteristicsmost closely correlatedwith high fringe
benefitreceipt- full-time, male,managerialoccupation- comparedto everyoneelse.

Aside from leaveentitlementsand superannuation,and goods and servicesand
holidaybenefits,malemanagersreceivefringe benefitsat leastdouble theincidence
of every other benefit. Fortransport(largely a car) they receive it at a ratealmo.st
four times the restof population,such thatover 60 per cent receive thisbenefit.
Significantly, in terms of genderequity, this is double theincidenceof female
managers.Nearly 37percentreceive atelephonebenefit,comparedto half thatrate
for femalemanagers,nearlya quarterof that rate forothermaleemployeesandone
fifth of that rate for allemployees.
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Table 3.7: Incidenceof Benefit Receipt,Managers,AdministratorsandExecutives:1983 to
1992

Years

Benefit 1983 1984 1985 1986 1987 1990 1992

Housing 7.6 9.8 7.7 8.8 10.6 9.2 8.8
Transport 44.1 44.5 40.8 37.1 48.5 51.7 52.7
Finance 7.3 8.3 7.3 7.0 8.7 6.4 6.0
Shares 6.6 8.8 6.9 5.8 8.7 7.9 8.1

Telephone 39.3 42.9 40.6 33.0 33.6 31.9 33.2
Electricity 4.3 5.8 4.4 5.5 6.3 5.3 6.3
Club fees 10.5 12.5 10.3 5.5 7.7 8.0 6.8
Entertainment 31.7 34.4 30.9 13.6 12.4 11.9 10.4
Union dues 6.5 8.0 7.7 5.8 6.4 6.3 7.8
Holiday 5.5 7.7 6.1 4.6 6.4 6.3 5.2

Goods/services 25.9 30.2 28.7 25.1 20.9 20.9 21.1
Medical 7.1 8.1 8.6 6.8 8.4 7.8 6.1
ChildEducation 1.0 * 1.1 * 1.0 1.0 0.9

Superannuation 64.4 61.7 59.9 59.7 59.6 62.4 85.0

Study Leave 2.0 1.4 2.1 2.2 3.4 2.8 2.7
Sick 89.9 90.7 88.8 88.6 86.9 85.6
Annual 90.3 91.7 90.1 89.5 89.0 86.0
Long-service 72.5 72.1 71.6 71.8 70.4 69.7

NoBenefits 1.9 2.1 2.9 2.0 2.8 2.6
�B�e�n�e�f�i�t�s�l�E�m�p�l�o�y�~�e 1.9737 2.2084 2.0107 1.5848 1.7866 1.7458 1.7348
Total�E�m�p�l�o�y�~�~ a) 312.3 324.8 318.1 345.4 371.6 461.4 446.5
Total Benefits a 616.4 717.3 639.6 547.4 663.9 805.5 774.6

Note: a) Thousands.

Source: SeeTable3.1.

For financialbenefitsin the form of low-interest loans and shares, the incidence of
receipt for malemanagersis between two and three times thatof everyoneelse.
Significantly this distinction is maintained in comparison to femalemanagers. In
relationto anentertainmentallowance, 12.2 per cent of male managers received it in
1992compared to less than 5percent of female managers. As Table 3.8graphically
demonstrates,even above the'glassceiling', female managers have a long way to go
in thefringe-benefitstakes compared to their male counterparts.
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Table3.8: Incidenceof FringeBenefits: Full-time ManagersandAdministrators,1992

Managers Otheroccupations

Male Female Total Male Female Total

Housing 9.3 6.5 8.8 4.2 1.7 3.3
Transport 60.2 27.7 54.2 22.0 7.1 16.8
Finance 7.0 2.8* 6.2 3.1 3.8 3.4
Shares 9.4 3.4* 8.3 3.4 2.0 2.9

Telephone 36.9 18.3 33.5 9.9 3.3 7.5
Electricity 6.8 3.7* 6.2 2.7 1.5 2.3
Club fees 7.8 3.4* 7.0 1.4 1.2 1.3
Entertainment 12.2 4.9 10.8 1.8 0.7 1.4
Union dues 8.7 5.0 8.0 3.6 1.8 3.0
Holiday 5.7 3.7* 5.3 4.9 4.1 4.6

Goods/services 19.7 27.8 21.2 16.5 18.8 17.3
Medical 6.9 2.8* 6.2 4.0 3.2 3.4
Child education 1.1 0.6* 1.0 0.2 0.2 0.2

Superannuation 86.1 85.4 86.0 88.3 88.2 88.3

Study leave 2.5 4.1* 2.8 2.9 3.2 3.0
Sick 87.6 89.8 88.0 90.9 92.4 91.4
Annual 88.4 88.6 88.4 91.3 82.8 91.8
Long-service 72.5 69.7 72.0 78.9 79.4 79.1

No benefits 2.0 1.9* 2.0 2.6 2.7 2.6
Benefits/EmploY65 1.9160 1.1073 1.7667 .7760 .4945 .6772
Total �e�m�p�l�o�y�e�e�~ a 346.5 78.3 424.8 2817.5 1525.1 4342.6
Total 'benefits'a) 663.9 86.7 750.6 2186.5 754.2 2940.7

Note: a) Thousands.

Source: ABS,EmploymentBenefits,Australia, 1992, Cat. No. 6334.0.
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4 Fringe Benefits and WageIncome

35

The ABSEmploymentBenefits,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 Benefitsby Money Wages

These surveys reveal, as would be expected from our analysis byrecipient
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
degreeof 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
negativevalue 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
recipientsreceived 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 centof the housing benefits. Note that this says nothing about the value of the
benefitthat each recipient obtained, merely whether they received a benefit or not.



36 PHIL RASKAIL

Table4.1: Distributionof Incidenceof FringeBenefitsby IncomeQuintile andTop and
BottomDecile, All Employees:1988

Decile Decile Quintile Concentration
Benefittype 1 10 2 3 4 5 ratio

Housing 8.0 18.8 16.3 15.8 14.8 20.3 32.9 0.157
Transport 3.4 22.8 8.9 11.2 15.1 25.3 40.5 0.330
Low-interestloan 0.8 20.5 4.0 13.7 17.5 27.7 37.1 0.334
Shares 3.3 23.7 7.2 11.5 15.4 24.3 41.6 0.340
Telephone 5.1 24.7 10.4 11.5 12.2 22.0 43.8 0.319
Electricity 9.9 13.3 22.3 20.8 14.6 19.0 23.3 0.002
Club fees 4.0 34.1 7.5 7.1 8.7 19.4 55.3 0.464
Entertainment 1.7 39.2 2.8 4.9 8.1 12.4 64.2 0.573
Union dues 2.6 28.4 5.6 9.6 14.6 22.9 47.3 0.404
Holiday 1.5 20.6 4.5 12.4 19.2 25.8 38.0 0.346
Goods/services 12.3 7.8 24.3 22.2 20.7 17.3 15.6 -0.091
Medical 3.0 21.8 8.2 13.9 14.6 23.5 39.8 0.301
Child education 11.3 22.7 18.9 15.7 11.2 18.3 35.9 0.150

Superannuation 1.3 16.8 4.7 15.0 20.8 26.8 32.7 0.281

Study leave 6.7 15.1 12.1 13.9 15.5 26.2 32.3 0.214
Sick leave 2.5 11.6 10.2 20.5 22.7 23.3 23.3 0.124
Annual leave 2.4 11.6 10.2 20.6 22.6 23.3 23.3 0.123
Long service leave 1.9 12.8 7.8 18.8 22.6 25.0 25.8 0.177

Source: Derivedfrom ABS, EmploymentBenefits,Australia, 1988, Cat. No. 6334.0.

The final columnof Table 4.1 shows the calculated concentration ratios betweenthe
incidence of each benefit and money wages and salaries. The higher thepositive
value the more the incidence of fringe benefit receipt was concentrated in theupper
income deciles and quintiles.If the ratio is negative, then lower-paid wageand
salary earners receive more of the benefit. Thus, theentertainmentallowancebenefit
with concentration ratio of 0.573 is concentrated amongst higher-incomeearners.
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 inthe
lower-income ranges. This is confirmed by the share of the bottom 10 per centwho
received a more thanproportionateshare (12.3 per cent) of this goods andservices
benefit.

If we look at the bottom decile specifically, whilst they receive more than theirshare
of goods and services andchildren'seducation expenses (which includes childcare),
they receive less than one per cent of financial benefit in the form of alow-interest
loan and less than two per cent of the total benefits in the form ofentertainment
allowances and holiday expenses, and, at that time,employer contributionsto

superannuation. Conversely, the top decile received almost 40 per cent ofall
entertainmentallowances, and 28.4 per cent of'Union dues',which alsoinclude
professionalassociation fees, and may be more appropriate at this income level.On
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theotherhand, 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 andannualleave
are more equally distributed across income levels, although thepredominanceof
part-time and casual workers in the bottom decile means that these workers only
receive about 2.5percent of such benefits. Of the total of eighteen benefits listed in
Table 4.1, all but one has a positive concentration ratio. Thus, evenassumingthat
every benefit received has exactly the same dollar value irrespective of who receives
it, Table 4.1 indicates that differences in the distribution of incidenceof fringe
benefits would ensure that higher-income wage recipients obtained alarger-shareof
this 'wagesupplement',further exacerbating inequality in the distributionof wages
revealed by themoney-wagedistribution.

4.2 Changein Distribution over Time

By recalculating Table 4.1 and the resultant concentration ratios for eachbenefitfor
each year, we can ascertain how the incidence and distribution of fringebenefitshas
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 ABSEmploymentBenefitsseries place a
severelimitation on such comparative analysis. From 1983 to 1988 inclusive, the
data are presented by the wage income of all employees. From thatpoint 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 allemployeesand full-time employees in their main job. Thus we have
at least one common point.

Table 4.2 outlines theestimatedconcentration ratios for each benefit type, for 1983
and 1988, in respect ofall employees and then, for 1988 and 1992 inrespectof full
time 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 employeesexaminedin
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 equalconcentrationratio with respect to the more limited full-time
employment population. Unfortunately, the distribution of fringe benefits for all
employees isunavailablein 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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Table4.2: Changein Distributionof FringeBenefitReceipt:1983 to 1988and1988 to 1992
(ConcentrationRatios)

All employees Full-timeEmployees
(in main job)

Benefit 1983 1988 1988 1992

Housing .160 .157 .094 .036
Transport .306 .330 .271 .236
Low-interestloan .335 .334 .232 .163
Shares .197 .340 .269 .236
Telephone .302 .319 .297 .262
Electricity -.040 .002 -.061 -.099
Club fees .399 .464 .426 .457
Entertainment .463 .573 .508 .579
Union dues .293 .404 .328 .354
Holiday .27 .346 .238 .212
Goods/services -.020 -.091 -.083 -.070
Medical .250 .301 .219 .264
Child education(a) .053 .150 .168 .387

Superannuation .306 .281 .174 .033

Study leave �.�~�~�a�,�) .214 .213 .205
Sick leave .124 .013 .023
Annual leave na .123 .012 .021
Long-serviceleave na .177 .069 .062

Notes:

Source:

a) May besubjectto large sampling variability.
b) not available, data notcollectedthat year.

ABS, EmploymentBenefits,Australia,Cat. No. 6334.0, various years.

the remaining four types, there was virtually no change in the relative incidence of
housing benefits andlow-interestloan benefit, and the receipt of goods andservices
benefit became further concentrated amongstlower-incomegroups. The onlytrue
reduction in inequalityof the distributionoccurredin respect of superannuation.

The most dramatic increase in theconcentrationratio occurred in those areaswhere
fringe benefit receipt was already highlyconcentratedat the upper-incomelevels
(entertainment allowances and club fees) and which, as we have seen, weresubject
to dramatic reductions in the light of the FBT introduction. The provision ofshares
which was not affected by FBT, increased in higher-wage categories also. Themore
standard benefits, transport and telephone, also become more highlyconcentrated
with income. Thus, any benefit reduction contingent uponintroductionof theFBT
tended to impact more on lower-income rather thanhigher-incomemoney-wage
recipients.

Furtherexaminationof the quintile share data (not reported here) suggests that�~�e
concentration of receipt of benefits in thehigher-incomeranges reached a peakID
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1987, andthat for virtually everybenefit the shareof the top decile or quintile was
higher in 1986with the introductionof FBT than it was in 1985 or1984depending
on whenthe cut-backs(as revealedin Table3.2 above,by type) commenced.What
becomesclear in this examinationis that irrespectiveof any impact on fringe
benefits,the changesthatoccurredin the 'shake-up'of fringe benefitprovision(that
eitheranticipatedor reactedto the FBT), had theeffect of reducingthe provisionof
suchbenefitsto lower-incomeearnersto a greaterextentthan towage-earnerswith
higher salaries. Fringe benefit provision up to 1988 becameeven more highly
concentratedon higher income earners. Given our analysis on the individual
rationaleattendanton theFBT, sucha result,ceterisparibus,was to beexpected.

If we look at Table 4.2 for the period since 1988, adifferent patternemerges. In
tenusof the thirteenperquisitebenefitsoutlined,the concentrationratio actuallyfalls
in seven categoriesand in the case ofelectricity its incidence becomesfurther
concentratedin lower-incomeranges. Only in five categoriesdoes the ratio rise,
comparedto ten categoriesin the 1983-1988period. Thoserises areagain in the
benefittypeswhich are alreadyhighly concentratedin high wagegroups: club fees,
entertainmentallowancesanduniondues andprofessionalassociationfees.

To understandthe movementsin the first five of thebenefitsoutlinedin Table4.2, it
is apparentagainthroughmoredetailedexaminationof the quintile sharesthat these
were mosthighly concentratedin the highestquintile in the 1989-1990period, and
then fell. For instance,for the housingbenefit, the top quintile received34.3 per
cent of full-time benefits in 1989. By 1992 this hadfallen to 29.5 per cent.
Conversely,the shareof the bottomdecile of full-time employees(rankedby wage)
for housingbenefit incidencerose from 11.5 percent in 1989 to 19.6per cent in
1992. A similar shift can beobservedin the provision of low-interestloansshares
andholidayexpenses.

As indicatedin the previoussection,the tax ratechangesin 1988-89which provided
a 'window of opportunity' for higher-incomeuse of such fringe benefits for tax
minimisation purposes,would have encouragedsuch increasedconcentrationto
1989-90 (seeCollins et al., 1989). However, as the recessionoccurredthen, the
capacityof thesehigher-incomeearners tojustify suchprovisionmight haveproved
more difficult. Thoseworseningeconomicconditions,combinedwith changesin
the taxrelationshipbetweenthe rates ofmarginalpersonalincome,corporateincome
andfringe benefittax (asoutlinedin Section2.4, particularlyTable2.1), would have
suggestedreducedtax-minimisiationbenefits,and lesseneduse of fringe benefits.
Thus, the combined impact of the general level of economic activity and the
complextax relationshipsassociatedwith fringe benefitsprovide an explanationof
theapparentresultin Table4.2.

All of the above analysis is basedpurely on analysis of the incidenceof fringe
benefits receipt. Every recipient, irrespectiveof income, is implicitly assumedto
receive the samevalue of benefit. The analysis can onlyacquire reality and be
incorporatedwith othersourcesof broadincomeif value data can beappliedto these
benefits.
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5 The Distribution of Various Fringe
Benefitsby 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 thesame
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 ofad hoc
remuneration surveys (even limited to executives) and a number ofmore
comprehensive overseas studies (for example, Royal Commission intothe
Distribution of Income and Wealth, UK, 1976) suggest that at a minimum thevalue
of benefits as a proportion of the total wage or salary'package'is constant,and
usually increases with other cash-wages.

As theDraft White Papernoted:

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, theminimum
assumption is made that the relative difference in the value of any benefit receivedis
equal to the relative difference in the value of wage income received. Thus thevalue
of benefit received is assumed to vary between income groups at a ratedependent
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, ifreceived,
to total remuneration is constant across all income groups. A person whoreceived
double the money-wage income of another would be assumed to receive afringe
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 revealedby
the ABS surveys and the relative valuation assumption, enables an estimate tobe
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 everyperson
receives the same money wage, this resultant value distribution reverts tothe
incidence distribution. Wages, though, are not perfectly equal in theirdistribution.

Application of this method, based on decile means, to the distribution ofbenefit
receipts by full-time employees in 1990 leads to the estimated value distributionby
benefit type outlined in Table 5.1. In this case, the technique has theadditional
virtue of continuity in that the source of the distribution of money-wageincomeIS
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Table5.1: EstimatedDistributionof Value ofFringeBenefits by Type,Full-timeEmployees:
1990

Decile Decile Quintile Concentration
Benefittype 1 10 1 2 3 4 5 ratio

Housing 4.5 32.7 9.2 9.2 14.3 20.1 47.2 .370
Transport 2.1 63.2 4.9 7.4 13.1 20.4 54.2 .471
Low-interestloan 1.5 36.1 4.7 9.6 15.7 18.1 51.9 .437
Shares 1.0 41.8 3.6 7.6 12.0 17.8 59.0 .514
Telephone 2.6 39.6 5.1 6.4 11.7 19.8 57.0 .497
Electricity 7.1 28.9 13.3 12.3 15.2 17.6 41.6 .264
Club fees 1.6 53.7 3.2 3.7 7.7 13.5 71.9 .630
Entertainment 0.8 52.5 1.6 2.3 7.3 17.7 71.1 .659
Union dues 1.8 46.3 3.7 6.9 8.6 15.0 65.8 .561
Holiday 1.3 33.0 4.4 9.8 14.7 20.9 50.2 .433
Goods/services 4.7 19.8 12.5 17.3 18.3 20.6 31.3 .177
Medical 2.3 41.5 5.0 8.5 12.6 16.5 57.4 .483
Child education 2.6 35.8 3.9 4.7 13.0 19.7 56.0 .488

Superannuation 2.4 23.4 7.2 13.4 17.8 22.8 38.8 .305

Studyleave 2.1 23.1 5.1 8.7 17.1 26.9 42.2 .381
Sick leave 3.6 20.2 9.5 15.0 18.5 22.7 34.3 .242
Annual leave 3.6 20.2 9.6 15.0 18.5 22.5 34.4 .241
Long serviceleave 2.7 21.0 8.0 14.3 18.4 23.4 35.9 .272

Wages 4.0 20.4 10.2 15.0 18.2 22.3 34.3 .230

the sameAugustsurvey conducted by the ABS (Cat. No. 6310.0). The method has
the advantagethat 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 incorporatedwith the assumption that the value of that leave is the wage
provided for the period not worked.

Table 5.1,analogousto Table 4.1 above, shows distributional data by quintile plus
the top andbottomdeciles. 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 money
wagedistribution. 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
inTable 5.2 suggests that the benefits fall into four distinct groups:

the 'super-benefits': those concentrated in the highest levels of executive
management;
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Table5.2: Hierarchyof FringeBenefitsRankedby ConcentrationRatio,Full-time
Employees:1990

BenefitType

GroupOne
Entertainmentallowance
Club fees
Union dues andProfessionalAssociationFees

GroupTwo
Shares
Telephone
Child Education/ChildCareExpenses
Transport

GroupThree
Low-interestloan
Holiday expenses
Medical expenses
Study leave
Housingbenefit

GroupFour
Superannuation
Long-serviceleave
Electricity
Sicknessleave
Annual leave
Wages
Goods and services

Concentrationratio

0.66
0.63
0.56

0.51
0.50
0.49
0.47

0.44
0.43
0.38
0.38
0.37

0.31
0.27
0.26
0.24
0.24
0.23
0.18

Source: Table 5.1.

• the 'usualperks': those conventionally provided to senior management;

• the 'work-relatedbenefits': those specificallyprovidedto people inparticular
industries; and

• the 'collectiveagreementbenefits': superannuation and leave entitlements.

Included in the first category of'super-benefits'are entertainmentallowances(the
most unequally distributed benefit vis-a-vis money wage income), club feesand
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, motorvehicle
(transport benefit) and childeducation/childcare expenses. In the third group -with
a ratio ranging from 0.37 to 0.44- are a set of benefits which tend to havean
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industry basis: low-interestloans in the fmance industry; holidayexpensesin the
travel industry;medicalexpensesin themedicalindustry; and housing in the mining
industry. Study leave entitlementsmay also have an industrybias, but only
indirectly, possiblymorereflectingage.

The final group includes the setof benefits that areusually the resultof collective
agreementin respect ofleave entitlements and, for 1990,superannuation. The
subsequentimposition of the statutorysuperannuationcontribution levy, whilst on
the onehandextendingthis collectiveagreementnotion, also raises thequestionas
to whether such a statutoryobligation of employersoutside of direct employer
employee agreementstill constitutes a 'fringe benefit'. On the grounds of
consistencywith other employer obligations such asworkers' compensationit
probablydoes not. Nevertheless,it still remains the mostsubstantialnon-cashwage
income, albeit more in the formof a deferred wagepayment.

The electricity and goods and services benefits reflect the impact ofhistorical
tradition in the provision of certain expected fringebenefits in certain industries,
akin to a 'collective agreement'. Elmgreen (1986) cites anindustrial action by a
groupof employeesof a majorretailer in NSW in 1984demandingan increase in the
level of theirstaffdiscounts from 10 per cent to 15 per cent(Elmgreen,1986: 128).

If there is acommon basis to thehierarchy of benefits that is observable,it is
probably this breadthof collectivity in expectations. In this finalcategory,not
having thebenefit is probablythe exception and there isgeneral expectationof their
availability. In the thirdcategory,there are specificindustry 'collectiveagreements'
which operate. In the second category, more limited to amanagerialbenchmark,
againthereis collectivity in agreementabout the sorts of benefits that areaccepted
as 'normal' by this group. In the highest category, whilst based very much on
individual bargaining,again through the survey of theremunerationconsultantsde
facto standardsapply toexpectationsabout senior executivepackages.

If more reliable private survey data became available, then theconservative
assumptionabout therelationshipof fringe benefit value relative to income, could be
modified readily. Forinstance,if a fully representativesample showed that one
personreceiving a benefit of a particular type, equal to four times thevalue of
benefitof the same typereceivedby a person on half the salary of the first recipient,
then it would be asimpletask to incorporate such arelationshipinto the calculation
of thedistributionby value ofeachbenefit type.

Indeed, thecurrentad hocresults reported suggest that this ratioof relativebenefitto
relative income may exceedone for most benefits, such that theproportion of
benefitsincreasesas the sizeof the money-wage income increases. Putanotherway,
ad hocand anecdotalevidencesupports thepropositionthat, as Treasury stated in
theDraft White Paper(Treasury,1985: 96), theproportionof benefits in the total
remunerationpackage(money cash plusnon-cashbenefits) increase as thevalue of
thepackageincreases. It is merely a question of finding the appropriate data base
whichincludesdistributionaldata beyond a mean average.
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As it stands, the distributions determined in Table 5.1 can onlybe 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 wealthin Australia.

Irrespective of the success of such fme-tuning, the approach outlined above, whilstit
may provide a ready estimate of the distribution of each fringe benefit type by value,
cannot provide an overall estimate of the distributionof all non-cash benefits until
the value of each benefit canbe related to each other benefit. That is, unless we can
determine a common factor based on value we cannot aggregate oranges andapples.
It is to that aspect that we now turn.
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6 The AggregateValue of Fringe
Benefits

6.1 Total Value of Fringe Benefits
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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 suchad hocevidence
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 ratesof 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)

TheDraft White Papersimilarly 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
treatedunder separate tax legislation, or the unworked, paid time component of
variousleave entitlements.
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Table6.1: TreasuryEstimatesof FringeBenefit Income: 1985

PHIL RASKAlL

Gradeof TaxableIncome

10000-19999
20000-29999
30000-39999
40000-49999
50000-99999
100000andover

Additional TaxableIncome

0.3
0.7
1.5
2.5
4.2
6.1

Source: Treasury,1985,Table22A.7: 265.

As part of the Draft White Paper, the Tax Office estimatedrevenue foregone
through non-declarationof fringe benefits received in kind in 1984-85 at $700
million (Treasury,1985: 37). At an average tax rate,applicableat the time,of 23.4
per cent(Commissionerof Taxation,Taxation Statistics,1984-85),this suggested a
total value of $2987 million. Thisrepresented3.0 per cent of total salaries and
wages inassessableincome in that year(Commissionerof Taxation,1984-85), and
3.5 percentof the wages of allemployeescoveredin the AugustABS wages survey
of employees.Given theminimal coverage ofpart-timeworkersby such perquisite
benefits asrevealedin Table3.4 above, this figure equates to 3.8percent of covered
full-time employees.

To this we need to add thesuperannuationcontributions of employers. Data
supplied by ABS to theDepartmentof Industrial Relations for the Advisory
Committeeon Pricesand Incomesindicatedthat theAustralianNational Accounts
estimates ofemployercontributionsas apercentageof wages and salaries paid was
4.92 per cent in 1984-85(Departmentof Industrial Relations,1987: 69). This was
slightly largerthan theprivatesectoremployercontributionsof 3.2 per cent of total
earningsrevealedby the ABSSurveyofMajor LabourCostsconductedduring 1986
(ABS, Cat. No. 6348.0, 1986).Against this, later labour cost surveys which also
coveredthe public sector, indicated a higher proportion of total wages paidin
superannuationreflecting the greater incidence of public sector superannuation,
schemes.

Finally, the 1983-84ABS 'Survey of annual andlong-serviceleave taken' (ABS,
1984, Cat. No. 6331.0)indicatedthat the averagenumberof weeksof paid annual
and long-serviceleave actuallytaken per employeewas 4.0. Leaving aside the
questionof the 17.5 per cent leave loading, this figurewould have represented 7.67
per centof total annualwages and salaries. With the leaveloading, which at four
weekswould have amountedto an additionalweek'swage, there is a total estimate
of 9.01percent,althoughthis latteraspectwould beincludedin annualcashwages.
Reflectingthe differential availability betweenfull- and part-timeworkers,full-time
workers took 92percent of the total leave despitecomprisingonly 83 per cent ofall
employees.To this, we can add anad hocaveragenumberof five sick days per year
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for paid sick leave which might account for another two per cent ofequivalent
annualsalary. In total, paid leave might have accounted forapproximately11 per
cent of annual wages andsalary,of which 9.67 per cent was in non-cash form.

If this leaveentitlementis added to the estimated superannuation ofemployercost
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 toTreasury'sseemingly low estimateof 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 1983-84of 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 theMajor Labour Costs Survey(ABS, Cat. No. 6348.0) and theEmployee
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 SpecificBenefits

Since the FBT hasbeen 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 isrelated.
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 theFringe BenefitsAssessmentTax 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 valuationapplied,
as in respect of motor vehicles, for example, are reflected in the derivedvalues.
Thus these values do not represent the value to the individualof the benefit, nor even
necessarily the value recorded as partof 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 anad hocunrepresentative estimate.In Table6.2, the total estimated value of
assessable fringe benefits is outlined for each year since1986-87when the taxwas
introduced, and in Table6.3, the average derived value per benefit received. This
latter value is calculated by dividing the tax payable per benefit type bythe
estimatednumberof employees or vehicles as disclosed by the submittingemployer,
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 onlyapplied
from 1 July to 31 March, the March-April year having been taken as theapplicable
FBT year. Thus the tax paid only represents three quarters of an assessableyear.
The values in both Tables6.2 and 6.3 have been adjusted to reflect afull-year
imposition of tax so that a comparable valuation can be determined. The1993-94
estimate is based on the Treasury forecast of FBT revenue in that year in theBudget
Papers.

It is notable that when the estimated value of benefits actually subject to tax is
related toTreasury'spre-FBT implicit estimate of$2987million for 1984-85,about
half remain untaxed. A consistent estimate of the gross valueof comparablefringe
benefits can be obtained by multiplying the average values shown in Table6.3 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 ABStotal
beneficiaries for Augustof the applicable year and compares it to the TaxStatistics
FBT data on the number of employees. Remember that the FBT year goesfrom
1 April to 31 March, so August represents the fifth monthof the FBT year,except
for 1986-87,whereit was the second month of the nine-month transition period.
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Table6.2: Valueof FringeBenefitsSUbjectto Tax: 1986-87to 1993-94
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Year

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

Revenue Rate Value
($ million) (%) ($ million)

535 46 1551
881 49 1798
990 49 2020
1168 47 2485
1262 47 2685
1327 48.25 2750
1344 48.4 2777
1430 48.4 2955

Note: a) For the purposes of the Fringe Benefit Tax Act, the fmancialperiodis from
1 April to 31 March with theexceptionof 1986-87 which comprise the
nine-monthperid from 1 July 1986 to 31 March 1987.

Source: BudgetPaperNo. 1,StatementNo. 4, various years.

Table6.3: AverageTaxableFringeBenefitValueby Typeof Benefit ($ million): 1986-87to
1991-92

Year

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

Motor vehicle
- statutoryformula 1736 1751 1902 2168 2306 2303
-log book 841 939 1041 1200 1328 1246
- total 1661 1688 1843 2102 2240 2224

Low interestloans 1513 1471 1202 1979 1955 1795

Debtwaiver 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

Note: a) LAFH allowance is Living away from home allowance.

Source: Commissionerof Taxation,TaxationStatistics,various years.
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Table6.4: EmployeeBeneficiaryNumbers,ABS andFBT, Low-interestLoans('000):
1986-87 to 1991-92

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

ABS FBT ABS/FBT(%)

148.3 144.4 102.7
175.2 161.0 108.8
175.3 203.7 86.1
167.7 172.3 97.3
167.9 208.3 80.6
190.6 210.0 90.8

Sources: ABS,EmploymentBenefits,Australia,various years, Cat. No. 6334.0;
Commissionerof Taxation,TaxationStatistics,various years.

It is alwaysdifficult to comparethe numberreceivingsomethingat onepoint of time
with the numberwho receivethat item overthe periodof a year. Conceptually,since
the employeris requiredto submita returnbasedon eachemployeewho received a
benefitover the period,we would expectthat numberto be greaterthanthe number
receiving the benefit at one point in time during that year. With that point
considered,and acceptingthe levelsof samplingvariability with the ABS survey',
the twoestimatesin Table 6.4 arereasonablyclose.

However,whilst the Tax datarecordsthe numberof motorvehiclesfor which FBT
is payable,the ABS transportbenefitincludes'assistancewith day-to-daytravelling
for private purposesincluding the paymentor subsidisationof the costof 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; emphasisadded). Thus, on
average,the tax datacoversonly about60 per centof the numbersshownin the ABS
survey. Similarly, the airline transportationbenefit in the tax data only covers
arounda quarterof the nearestequivalentof holiday expensesbenefit in the ABS
data.

The only other benefitswhere somecomparabilityexists is in respectof housing
benefits. The ABS definition of this includes: 'theprovisionto an employee,asan
employeeentitlement,of a residenceownedby employer,paymentor subsidisation
of rent or board,provisionof a housingallowanceandpaymentor subsidisationof
water, sewerageor general rates payableto local governmentauthorities' CABS,
1993, Cat. No.6334.0:23). This would appearto coverhousing,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 thepopulation value lies within + or - approximately5700 of the
sample estimate and nineteen chances in twenty thatit lies within + or - 11400 (derivedfrom
ABS, 1992, Cat. No. 6334.0).
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Table6.S: EmployeeBeneficiaryNumbers,ABS andTAX, Goods Benefit:1986-87to
1991-92
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1986-87
1987-88
1988-89
1989-90
1990-91
1991-92

TAX ABS TAX/ABS (%)

31.4 1072.1 2.9
44.8 897.0 5.1
35.6 946.9 3.8
60.3 1055.1 5.7
62.8 1150.6 5.5
65.2 1085.0 5.2

Sources: ABS,EmploymentBenefitsAustralia,various years, Cat. No. 6334.0;
Commissionerof Taxation,TaxationStatistics,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
numberof 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
housingunderthe 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 centof 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
numberof 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, whichin aggregate were providedto 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-deductibleexpense for companies).

Thus, in summary, utilising the FBT data to estimate the total value of employment
benefits is not only fraught withdifficulties 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 Estimatesof 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 thedistribution
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, theseestimates
only examine the impact on the distribution amongstfull-time employees. To the
extent, indicated in Section 3.2, that part-time employees receive substantiallyfewer
of such benefits and casual workers virtually none, then the impact on the
distribution of all employees is commensurately even greater than may beindicated
below. Further to this, such benefits are related purely to employees, so thatthose
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 whichfull-time
employees are distributed in the upper rather than the lower ranges of thefull
distribution of income, the impact of the receipt of fringe benefits onoverall
inequality is even more significant than indicated below.

However, prior to valuation of each benefit separately and then aggregatingthem,
certain conceptual concerns need to be addressed. Firstly, is it appropriate tovalue
leave entitlements? There is an argument that workers negotiate a wage or salary on
an annual basis which incorporates such unworked periods and whether theyare
actually worked or not is not additional to that salary. That is, these benefitsare
already incorporated in the cash wage.If all employees received them, therewould
be some merit to the argument. However, as the ABS survey demonstrateswhilst
most do, not all do. More significantly, this also relates to the value of leisure.

In response to the critical question of whethersomeone'swell-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 inthe
affirmative, in that we work up to the point where the marginal value of anextra
hour'swork equals the marginal value of an extrahour'sleisure. But thatassumesa
capacity to choose hours of work. Is the mereavailability of extra leisurethrough
the provision of paid leave worth the same amount?

In part this relates to the fundamental distinction between the availability of abenefit
and its actual receipt. The incidence of perquisite fringe benefits in the ABSsurvey
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
appropriatenessof 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. Superannuationis, 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 theemployee'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 'grossed
up' by the appropriate tax rate.

In practice, most'salarypackages'incorporate the fringe benefit tax payable on
benefits received as part of the total remuneration. This implicitly recognises that
receiving somethingin 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 proportionof 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 theMajor
LabourCostsSurvey(ABS, Cat. No. 6348.0); and

2 The fact that employees are preparedin current�e�n�t�e�r�p�r�i�s�~ bargaining negotiations to 'trade
off' certain leave entitlements such as the number ofSIck days suggests a less than full
recipient valuation compared tootherfonnsof remuneration.
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• for perquisitefringe benefits: wheredirectly comparable(for example,low
interest loans) the valuation revealed by FBT data, but where significant
concessionswereavailable(for example,housing)or no directcomparisonwas
available, use was made ofad hoc remunerationsurveys to make explicit
averagevalue assumptions,asdocumentedbelowin Table7.1.

It shouldbe noted that this aggregatevalue calculatedof $4716million relates to
full-time employeesonly. If part-timeemployeesareaddedthenthe total would rise
by anestimated$342million to $5058million for 1990.

It shouldalso benotedthat thisestimateis a veryconservativefigure. In every case,
where anad hocsurvey hasbeenused as areferencepoint, theminimum value in
any range hasbeentaken. If two differing estimateswere providedfrom different
piecesof information, the lowestestimatewas always taken. Indeed, the separate
estimatemade in the FBT data for the sum total of $433million for 'expense
payments'has notbeenused. If adjustmentis madefor the explicit departuresfrom
the FBT data forhousingandtransport,then the totalestimatewould be only $3368
million comparedto thetotal taxablevalueof $2686million for FBT purposes.

Finally, there are anumber of benefits available as determined by various
remunerationsurveyswhich do not appearto be included in the ABS employment
benefitssurvey. Theseinclude,with availableaverageestimatesof the valueof each
or theestimatedproportion(usuallyof middle-seniorexecutives)who receivethem:

Parkingfacilities (57percent)
Sortingfacilities (9percent)
Healthand fitnessprograms(17 percent)
Specificlife insurance(separatefrom superannuation)(7 percent)
Personalsecurityservices
Spouseallowances(14 percent to 18percent; $200 to$3000)
'Settlingin' allowancesfor transferredexecutives(16 percent)
Professionaladvice on:

financial and/orretirementcounselling(22 percent)
legal matters
estateand assetplanning
tax (includingpreparationof returns)

Homemaintenanceexpenses(3 percent to 8 per cent) such as
gardening
cleaning
swimmingpoolmaintenance
home officeequipment(typewriter,computer,bookcases)

Removal/relocationexpenses(22 percent to 25percent)

Private discussions with remuneration consultants would suggest that the
professionaladvice area is thefastestgrowingof this setof benefits.
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Table7.1: Assumptionsfor Valuationof FringeBenefits:1990

Benefit Average value Total value Basis forvaluation
perfull-time $m
employee
recipient$

Housing 2566 598 FBT data, butdoubledto takeaccountof
concessions,particularlyfor
accommodationandliving-away-from-home
allowances; split based onFBT data.

Transport
• motorvehicle 4480 2956 FBT data, butdoubledfor concessional

valuation.

• other 1120 Other (expenses)assumedhalfmotor
vehicle fromFBT
- split based onmotorvehiclenumbersin
FBT data;remainderfrom ABS survey,
assumed to'other'.

Low-interestloan 1955 309 FBTdata.

Shares 500 81 Based onad hoc remunerationsurveys.

Telephonerent 320 165 Based onad hoc surveys and onABS, 1985,
and/or calls Cat. No. 6334.0, Table 15.

Electricity 300 35 Assumption

Club fees 500 48 Based onad hoc surveys

Entertainment 500 65 Based onad hoc surveys

Professional/
Union dues 150 24 Based on ad hoc surveys

Holiday 675 157 Based on FBT data

Goods/services 152 Those taxable based on FBT,remainder
• taxable 500 assumed at $150 p.a. (belowminimum
• non-taxable threshold)

Medical 500 108 Based onad hoc surveys

Child Education 1000 18 Based onad hoc surveys

Total 912 4716
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For the reasons outlined above, the estimated figure of $5.1billion for the value of
fringe benefits in 1990 should not be taken as the estimateof 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 theminimum for each type of fringe benefit we have a
consistentbasis by which we can aggregate these perquisites. This estimated
minimum figure implies that theexpenditure-equivalentvalue 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 estimatesderived byJamrozik et al. (1981) who, in turn, drew on a
number of other studies.

However, it isnecessaryto 'gross'these figures up to make them, not expenditure
equivalent, but salary-equivalent. That is, to provide these services by way of cash
purchase, the recipients would need a pre-tax wage or salary increase of (1/1-t) times
the expenditure-equivalentvalue where t is the appropriate marginal tax rate. For
ease ofcomputation,we will take the FBT rate for 1990 of 47 per cent to reflect the
reality of the 'grossing-up'procedure withinmostsalarypackages.This suggests a
total salary-equivalentvalue of $8898 million in aggregate, or an average, of$1721
per full-time employedperson. This equates to 6.6 per centof 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 withsimilar estimates for both
superannuation and leaveentitlementswhich are based on gross wages and salaries.

For superannuation,the Labour Force Survey(ABS, 1990, Cat. No. 6348.0)
indicates an average value ofemployercontributionsequalto 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 andemployercontributions to superannuation, equates to a
gross salaryprior to income tax.

For leave entitlements, subject to the valuation dilemmas noted above, the
undiscounted valueof the various components assumed is:

annual leave: 20 days per year

sick leave: 10 days per year

'long-serviceleave': 2 months
after 10 years multiplied by
theprobabilityof remaining at
one company for 10 years

study leave: 10 days per year

= 5.5 per centof annual wage

= 2.7 per cent of annual wage

=0.8 per cent of annual wage

= 0.072 per cent, say 0.1
per cent ofannualwage

= 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, moreparticularly,what
value the recipient places on them over and above any cash wage paid?

7.2 Estimate of theDistribution of Valueof Aggregated
Fringe Benefits for Full-time Employeesin 1990

Applying these assumptions (and those outlined in Table 7.1) to the incidence data
by type of employmentbenefit for full-time employees in 1990 leads to the
distributional outcomes set out in Table 7.2 showing benefits aggregated by type as a
percentageof 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
11.3percentof 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 incidenceof housing and
accommodation-relatedbenefits 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 of1104per 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 theconservativeassumptions 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
averagenon-cashbenefits 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 benefitsin the form of perquisites and superannuationto arrive at a more
realistic setof benefit valuations.

InTable 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 full
time 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 at0045. As a reference
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Table7.2: Non-cashBenefitsas Proportionof CashWagesandSalaries,Full-time
Employees:1990

Decile Perquisites Superannuation Leave Adjusted
(P) (S) (L) (P+S) (P+S+L) All

1 4.0 3.8 7.6 7.8 15.4 11.6
2 3.3 4.9 8.0 8.2 16.2 12.2
3 3.2 5.4 8.3 8.6 16.9 12.8
4 3.8 5.8 8.7 9.6 18.3 14.0
5 4.3 6.0 9.1 10.3 19.4 15.9
6 5.1 6.3 9.7 11.4 21.1 16.3
7 5.5 6.4 10.1 11.9 22.0 17.0
8 6.0 6.5 10.0 12.5 22.5 17.5
9 7.9 6.9 10.5 14.8 25.3 20.1

10 11.3 7.2 9.8 18.5 28.3 23.4

Mean 6.5 5.9 9.2 11.4 20.6 16.0

Table7.3: Distributionof Non-cashBenefitsby Value,Full-timeEmployees:1990

Decile Wages Perquisites Superannuation Leave Adjusted
(P) (S) (L) (P+S) (P+S+L) All

1 4.0 2.5 2.4 3.2 2.4 2.8 2.6
2 6.2 3.2 4.8 4.8 4.0 4.6 4.4
3 7.1 3.5 6.1 6.2 4.8 5.5 5.2
4 7.9 4.6 7.3 7.2 6.0 6.5 6.3
5 8.6 5.8 8.2 8.3 7.0 7.6 7.4
6 9.6 7.6 9.6 9.9 8.6 9.2 9.0
7 10.5 8.9 10.6 11.1 9.8 10.4 10.2
8 11.8 11.0 12.2 12.5 11.6 12.0 11.9
9 13.9 17.1 15.4 15.4 16.2 15.8 16.0

10 20.4 35.8 23.4 21.0 29.2 25.6 27.1
Concentration
ratio 0.23 0.45 0.31 0.28 0.38 0.33 0.35

point, the calculated concentration ratio of just cash wages and salaries (equal tothe
Gini coefficient) has a value of 0.23. From the decile share distribution, the top10
per centof 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-unionmovementto increasesuperannuation
coverage in the late 1980s, the distribution by value of those benefits is moreequal
than that of perquisites, with a concentration ratio of 0.31 compared with0.45.
Similarly, with many workers being covered by leave conditions set out inawards,
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 distributionof 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 andfinally 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 mostof 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 inequalitybetween 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-cashBenefits
Among All Employeesin 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�~�f�h�i�e�r�a�r�c�h�y
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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Table7.4: Impactof Non-cashBenefitson Distributionof CashWagesandSalaries,FulI
time Employees:1990

Wages+ 'perks'
superannuation

Wages+ 'perks'+ + leave
Decile Wages Wages+ 'perks' superannuation entitlements

1 4.0 3.9 3.9 3.8
2 6.2 6.0 5.9 5.9
3 7.1 6.9 6.8 6.8
4 7.9 7.7 7.7 7.6
5 8.6 8.4 8.4 8.4
6 9.6 9.5 9.5 9.5
7 10.5 10.4 10.4 10.5
8 11.8 11.8 11.8 11.8
9 13.9 14.1 14.2 14.3

10 20.4 21.3 21.5 21.4

Concentration
ratio 0.234 0.245 0.252 0.252
Percentage
changein ratio 4.7 7.7 7.7

Table7.5: Distributionof Incidenceof Benefitsby Type,All Employees:1988

Benefit

Perquisites: Entertainment
Club fees
Professionalfees
Telephone
Shares
Transport
Medical
Holiday
Low-interestloan
Child education
Studyleave
Housing
Long-serviceleave
Sick leave
Annual leave
Electricity
Wages
Goods and services

ConcentrationRatio

.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, part
time, 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 money
income. 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, whilstit
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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Table7.6: Non-cashBenefitsas aProportionof CashWagesandSalaries,All Employees:
1988

Adjusted
Decile Perquisites Superannuation Leave All

(P) (S) (L) (P+S) (P+S+L)

1 2.1 0.6 3.2 2.7 5.9 4.3
2 2.5 1.6 6.0 4.1 10.1 7.1
3 2.9 2.7 7.3 5.6 12.9 9.2
4 2.9 4.2 8.4 7.1 15.5 11.3
5 3.0 4.3 8.4 7.3 15.7 11.5
6 4.1 5.3 9.0 9.4 18.4 13.9
7 4.8 5.8 9.1 10.6 19.7 15.2
8 6.3 6.6 10.5 12.9 23.4 18.2
9 7.8 7.0 10.8 14.8 25.6 20.2

10 10.0 7.2 10.3 17.2 27.5 22.4

Total 4.6 4.5 8.3 9.1 17.4 13.3

Table7.7: Distributionof Non-cashBenefitsby Value,All Employees:1988

Adjusted
Decile Wages Perquisites Superannuation Leave All

(P) (S) (L) (P+S) (P+S+L)

1 1.9 0.7 0.2 0.6 0.4 0.5 0.5
2 4.6 1.9 1.3 2.9 1.6 2.3 2.0
3 6.5 3.2 3.0 5.1 3.1 4.1 3.7
4 7.7 3.8 5.6 6.9 4.7 5.8 5.4
5 8.8 4.5 6.6 7.9 5.5 6.7 6.3
6 9.8 6.8 9.0 9.5 7.9 8.6 8.4
7 11.1 9.1 11.1 11.3 10.1 10.7 10.5
8 12.7 13.4 14.6 14.2 14.0 14.1 14.1
9 14.9 19.6 19.0 17.3 19.3 18.3 18.7

10 22.0 37.0 29.5 24.3 33.3 28.9 30.4
Concentration
ratio .29 .52 .46 .37 .49 .43 .46
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Table7.8: Impactof Non-cashBenefitson Distributionof CashWagesandSalaries,All
Employees:1988

63

Wages+ 'perks'
superannuation

Wages+ 'perks'+ + leave
Decile Wages Wages+ 'perks' superannuation entitlements

1 1.9 1.8 1.7 1.6
2 4.6 4.5 4.3 4.2
3 6.5 6.3 6.1 6.1
4 7.7 7.5 7.4 7.3
5 8.8 8.6 8.5 8.4
6 9.8 9.6 9.6 9.6
7 11.1 11.0 11.0 11.0
8 12.7 12.7 12.8 13.0
9 14.9 15.2 15.4 15.5

10 22.0 22.8 23.2 23.3

Concentration
ratio 0.291 0.307 0.317 0.321
Percentagechange
in ratio 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 allemploymentbenefits 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 cash
only share of 22.0 per cent. Similarly the eighth and ninth deciles increase their
share by fourpercent 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 ofnon-cashperquisites, 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 theTaxation 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 ofall employees then, from the estimates calculated above, the increase in
the inequality ratio attributable to the impact of employment benefits is about two
thirds 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 besubstantial,
particularly given the equalising assumptions and conservative valuations we have
utilised above. Of course, all such conclusions can only be tentative until theABS
incorporates an estimateof 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 1986Income 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 fromjob 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 incomefrom job entitlements,the averageamountwas
$27 perweek, with those in thehighestdecile receivinga top
of $48 per week. (ABS, 1990, Cat. No.4167.0:24)

A set of questionsrelating to job entitlementswas alsoaskedin the latest (1990)
incomesurveyalthoughno estimateof valueof thesewas asked.

In terms of the 1986EmploymentBenefits (ABS, Cat. No.6334.0) survey, where
comparability is available it suggestsa reasonableapproximationof numbersof
entitlements. For example,the 1986 IDSestimateof 982,500people receiving a
goods or servicesdiscount is comparableto the 1,072,100estimatedin the 1986
EmploymentBenefits survey. The IDStelephone subsidy estimateof 646,600
exceedsthe EmploymentBenefits survey estimateof 445,000. All up, excluding
leave-onlybenefit receipts,the EmploymentBenefitssurvey estimated3.12 million
employeesin receipt of at least onebenefit, comparedto the IDS estimateof 2.8
million.

If '26 percentof all incomeunits received someincomefrom job entitlements'(as
statedin the abovequotation)and from thepublisheddata (ABS, Cat. No. 6523.0,
1986) weknow that there are 7.464 millionincome units, then we caninfer that
1.941 million income unitsreceivedsome income fromjob entitlements. If 'for
those income units that did receive income fromjob entitlements,the average
amountwas $27per week' (ABS, 1990, Cat. No. 4167.0: 24), then theinferenceis
that the totalamountestimatedwas $2732 million worth ofentitlementsper annum.
This is not all that far from TreasuryDraft White Paperimplicit estimatefor 1984
85 of $2987million, referredto earlier.

Finally if '52 per cent in the highest decile ...receivedsome income from job
entitlements' and .., 'with those in thehighest decile [receiving such income]
receivinga top of $48 perweek' (ABS, 1990, Cat. No. 4167.0: 24), then this would
suggestthat 388.1 thousandincome units on thehighest decile of income units
received some $971.4million. Thus, thehighest decile wasestimatedto have
received35.6 per centof the value of income fromjob entitlements($971.4 million
divided by $2732million). Whilst this applies to income units, which cancontain
more than oneemployee,it is notable that this top decile received anestimatedshare
(35.6 percent) which was notdissimilarto the 37.0 per centestimatedabove for the
shareof the top decileof all employeesfor perquisitesreceived (Table 7.7) in 1988
or the 35.8per cent estimatedas the share of the top decileof full-time employees
for perquisitesreceivedby all full-time employeesin 1990 (Table 7.3).

An admittedlyvery rough sort of validationwould suggestthat these survey results
may nothavebeenall that far out. In that regard, it seemsunfortunatethat the ABS
did not havesufficient confidencein them to release them in a morecomprehensive
fashion ratherthan almost inadvertentlyin one paragraphof a reasonablyobscure
Review document. This is all the moreunfortunatebecauseof the subsequent
decision to drop the value estimate questions from the 1990 income survey
questionnaire.
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8 Conclusionsand Implications for the
Measurementof 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 inwage
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 byindustry,
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 ofan
explicit Fringe Benefit Tax in 1986.

The introduction of thistax 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 backtheir
incidence, an examination of the ABS surveys indicates that they havequickly
regained their former status. In part, this reflects their multiple character in that
some form part of collective-based award-type conditions, others arelong-standing
historical benefits, and others again are largely tax-minimisation driven.

In particular, it was demonstrated that the provision of executive perquisitesstems
from advantages to both the employer and employee arising fromdifferences
between the company tax rate, the fringe benefit tax rate and the marginalpersonal
income tax rate. With the exception of the nine-month period between July1987
and May 1988, these three have not been in equality such that employerand
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 centin-house
discounts not covered), remote area housing, benefits consumed on theemployers
premises, a $200 general exemption, as well as exemptions granted toparticular
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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 thetax 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 wage
tax trade-offs initially, and into superannuation issues. Commencing with the
National Wage Caseof 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. Inaddition.' the anal,Ysis indicated
significant gender equity disparities even amongst managenaloccupations,
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Table8.1: Long-runTrendsin Structureof SeniorExecutiveRemuneration

PHILRASKAU

1970 1975 1980 1985 1989

Base 75 74 70 63 59
Car 12 12 13 15 16
Super 8 8 10 12 14
Other 5 6 7 10 11

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

It was estimated that this inequality in receipt, combined with aminimal estimate of
their value inwage-equivalentterms, was such as tosignificantly affect the overall
Gini coefficientrelating to both the distribution of totalremunerationamongst full
time and all employeescomparedmerely to the distributionof cash-wage income. It
was demonstratedthat this might be as much astwo-thirds of the impact on
progressivityof the personal tax system.

Given the assumptions adopted and the implications ofextendingthe impact beyond
employees to all persons (pensioner fringe benefitsnotwithstanding), then the
incorporation of suchemploymentbenefits 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 willunderestimatechanges in
inequality considerably.

If this were the case, our knowledge of inequality would be even less representative
of thephenomenonor reality of inequality than it already is.Improvementsto 'fine
tune' the existing cash-only ABS income surveys may then lead to them becoming
precisely wrong rather thanapproximatelyright. At the very least, the ABS should
investigate how to incorporate values of fringe benefits into theirIncome
Distribution andEmploymentBenefitssurveys. Otherwise, thesituationwill become
as ludicrous as countingwhetheror not somebody gets amoney-wageand not how
much they get. The fact that many such remunerations, unlike the situation prior to
FBT, are documented in'packageform' with values recorded, suggests that wage
equivalentvaluationproblems 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 1986Income Distribution Survey,
produces results on aggregate value, not toodissimilar from the results obtained
here, makes the decision not to release that data and thesubsequentdropping 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 remunerationstructure 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 withO'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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