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Minimum Wage Review 2019
Proposal
1.

This paper seeks Cabinet agreement to:
1.1.

increase the adult minimum wage from $17.70 to $18.90 per hour from 1 April
2020; and

1.2.

increase the starting-out and training minimum wages from $14.16 to $15.12 per
hour from 1 April 2020 (the Minimum Wage Act 1983 requires that these rates are
set at no less than 80 per cent of the adult minimum wage).

Executive Summary
2.

The adult minimum wage is currently $17.70 per hour, and the starting-out and training
minimum wages are currently $14.16 per hour. The adult minimum wage is being paid to
approximately 85,400 workers.

3.

In light of the Coalition Agreement commitment to increase the minimum wage to $20
per hour by 2021, I seek Cabinet’s agreement to increase the adult minimum wage to
$18.90 (and the starting-out and training minimum wages to $15.12) from 1 April 2020,
noting:
3.1.

$18.90 is the published indicative rate for 2020, which was agreed by Cabinet in
December 2018 (DEV-18MIN-0309 refers);

3.2.

$18.90 is the mid-point from $17.70 to increasing the minimum wage to $20 by
2021 and provides a balanced approach towards meeting the Government’s
commitment;

3.3.

up to 242,400 workers (currently earning from $17.70 to $18.90 per hour) will
receive an increase to the new minimum wage;

3.4.

no increase or a small increase would erode the real incomes of the lowest paid
workers compared to wage growth and inflation;

3.5.

it will have a moderate restraint of 6,500 1 fewer individuals in employment than
there would have been if the minimum wage had not increased. This compares to
forecast employment growth of 43,600 in 2020; and

1 Disemployment estimates are based on the wage growth forecasts contained in the Treasury’s Budget Economic and
Fiscal Update 2019. Restraint on employment estimates found in the Minimum Wage Review 2018 were based on
NZIER’s wage forecasts, found in their Quarterly Predictions. For comparative purposes, restraint on employment
estimates for $18.90 based on NZIER’s September 2019 quarterly predictions would be 4,500 for 16-64 year olds.
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10.1. $18.90 is the published indicative rate for 2020, which was agreed by Cabinet in
December 2018;
10.2. it is the mid-point from $17.70 to increasing the minimum wage to $20 by 2021
and provides a balanced approach towards meeting the Government’s
commitment;
10.3. up to 242,400 workers will receive an increase to the new minimum wage. Many
of those earning above the new minimum wage can also expect an increase over
time as relative wages between different roles are addressed, and new entrants
to employment can expect to start employment at a higher wage than if this
increase did not occur. This represents an increase in hourly wages and overall
income for many workers;
10.4. no increase or a small increase would erode the real incomes of the lowest paid
workers compared to wage growth and inflation;
10.5. MBIE estimates that there will be 6,500 fewer individuals (low estimates indicate
this number could be 4,000, while high estimates suggest a figure of 7,500) in
employment than there would have been if the minimum wage had not increased.
This compares to forecast employment growth of 43,600 in 2020; and
10.6. the unemployment rate (4.2 per cent) remains at a very low level and the labour
market is tight. These conditions have occurred in the context of the 1 April 2019
increase to the minimum wage of $1.20 and in a period in which the intended
increase to $20 by 2021 has been widely publicised.
Consultation
11.

Consultation was undertaken with BusinessNZ and the New Zealand Council of Trade
Unions, as has been the case in recent reviews of the minimum wage. MBIE also
consulted with the Living Wage Movement Aotearoa New Zealand, to examine outcomes
for individuals earning between the living wage and the minimum wage, and J R
McKenzie Trust, to examine minimum wage impacts on child poverty and children
generally. The views of these stakeholders are summarized in the Minimum Wage
Review 2019.

12.

The Treasury, State Services Commission, Accident Compensation Corporation (ACC),
Ministry of Health, Ministry of Social Development, Department of Prime Minister and
Cabinet (Child Poverty Unit; Policy Advisory Group), Ministry of Education, Oranga
Tamariki, Ministry for Pacific Peoples, Te Puni Kōkiri, Ministry for Women, Inland
Revenue, and the Reserve Bank of New Zealand have been consulted on this paper.

Financial Implications
13.

The Ministries of Education, Health and Social Development, Oranga Tamariki, ACC and
the New Zealand Defence Force provided a detailed estimate of how their costs would
be affected by an increase to the minimum wage. For these agencies, total annual costs
directly related to the proposed minimum wage increase to $18.90 per hour are
estimated to be approximately $61.6 million per year.
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that the information and analysis summarised in the RIA meets the Quality Assurance
criteria.
Human Rights
24.

I recommend that the starting-out and training minimum wages continue to be set at 80
per cent of the adult minimum wage. As these minimum wages make a distinction on the
basis of age, namely those aged 16 to 19 years, or on the basis of their employment
status, it continues to raise an issue of discrimination under section 19(1) of the New
Zealand Bill of Rights Act 1990 (BORA).

25.

However, this discrimination appears to be justified in terms of section 5 of the BORA.
There can be negative long-term economic and social effects associated with young
people being out of work, especially if they remain unemployed for a significant period of
time. Providing the ability to pay young, unskilled, and in-training workers a lower wage
than the adult minimum wage is one way to get young people into work and work-based
training.

Gender Implications
26.

Women tend to be overrepresented in a number of demographic characteristics
associated with the minimum wage, including working part-time and working in the
hospitality and retail sectors. MBIE estimates that 63 per cent of minimum wage earners
aged 16-64 are women, compared to 50 per cent of all wage earners. A minimum wage
increase to $18.90 is likely to reduce the proportion of women that are minimum wage
earners.2

Publicity
27.

I intend to make a media statement about the decision on the minimum wage for 2020
following Cabinet decisions.

Proactive Release
28.

I intend to proactively release this Cabinet paper and the RIA, subject to any appropriate
withholding of information that would be justified under the Official Information Act 1982.

2 MBIE’s modelling estimates that 63% of minimum wage earners are women, but this would reduce to 60% with
increasing the minimum wage to $18.90.
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Recommendations
29.

The Minister for Workplace Relations and Safety recommends that the Cabinet
Economic Development Committee:
1.

note the Government’s Coalition Agreement to increase the minimum wage to
$20 by 2021

2.

agree that the adult minimum wage be increased from $17.70 per hour to $18.90
per hour from 1 April 2020

3.

agree to maintain the starting-out and training minimum wages at 80 per cent of
the adult minimum wage, which will mean that these each increase to $15.12 per
hour from 1 April 2020

4.

invite the Minister for Workplace Relations and Safety to issue drafting
instructions to the Parliamentary Counsel Office to give effect to these
recommendations through an Order in Council

5.

note that these changes to the minimum wages will be announced before the end
of 2019.

Authorised for lodgement
Hon Iain Lees-Galloway
Minister for Workplace Relations and Safety
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