ACC

ACd

AUSTRALIAN FAIR PAY
COMMISSION

2009 Minimum Wage Review

ACCI Submission

March 2009

LEADING AUSTRALIAN BUSINESS



Australian Fair Pay Commission — 2009 Minimum Wage Review - ACCIl Submission

March 2009



Australian Fair Pay Commission — 2009 Minimum Wage Review - ACCIl Submission

CONTENTS
1. INTRODUCTION 1
1.1 - Introduction 1
1.2 — Key Considerations / Key Themes 2
1.3 - ACCI Position 3
1.4 - Balancing Legislative Objectives 10
1.5 — Submission Overview 20
2. CONTEXT - CRISIS AND RISK 23
2.1 - Introduction 23
2.2 — International Crisis 23
2.3 — Domestic Crisis 27
2.4 — Uncertainty and Risk 29
2.5 — Impact on Min Wage Reliant Businesses 30
2.6 — Relevance to Minimum Wage Setting in 2009 31
3. NATIONAL AND INTERNATIONAL ECONOMY 33
3.1 - Economic Overview 33
3.2 — Domestic and International Outlook 34
3.3 — IMF Repeatedly Downgrades Global Growth Forecasts 37
3.4 — Treasury Revises Down Growth Forecasts 42
3.5 - RBA Downgrades Growth Outlook 46
3.6 — Fiscal Policy Response 48
3.7 - Unprecedented Monetary Policy Easing 50
3.8 — State of the National Economy 54
3.9 — Incomes 68
3.10 — Evidence From ACCI Business Surveys 71
4. JOBS 79
4.1 - Overview 79
4.2 - Employment 80

March 2009 Page _ |



Australian Fair Pay Commission — 2009 Minimum Wage Review - ACCIl Submission

5. PRICES, WAGES, AND REAL INCOMES 103
5.1 — Inflation 103
5.2 — Wages 111
5.3 — Real Incomes 119
6. THE COSTS OF AWARD MODERNISATION 125
6.1 — Introduction 125
6.2 — Award Modernisation Will Increase Costs 125
6.3 — Award Modernisation Will Increase Incomes 140
7. AFPC RESEARCH 141
7.1 - Minimum Wage Effects on Employment 141
7.2 - 2008/2009 AFPC Research 143
7.3 — Monitoring Report (Dec 2008) 145
7.4 - Living Standards Report 147
7.5 — Labour Mobility Report 149
7.6 — Research Forum Papers 151
7.7 - Gender Pay Report 156
7.8 — Industry Profiles 160
7.9 — Conclusion 163

ACCI MEMBER ORGANISATIONS

March 2009 Page - ii



Australian Fair Pay Commission — 2009 Minimum Wage Review - ACCI Submission

75.

The Government, with the urging and support of employers is also acting to
ensure that training places can be retained and in particular that training is
completed:

Securing Apprenticeships through training

Speaking at the Sydney Institute, the Deputy Prime Minister announced a $9.7
million initiative to help apprentices and trainees who have lost their jobs
continue with their qualification through a Registered Training Organisation.

As part of the Rudd Government's plan to support training, Securing
Apprenticeships through Registered Training Organisations will provide financial
assistance to cover the cost of the off-the-job training component where an
apprentice or trainee with an incomplete qualification has been made redundant.

Under this initiative apprentices and trainees can maintain the value of their
investment in training by enabling them to complete the off-the-job component of
their training arrangements with their Registered Training Organisation (RTO).

RTOs would receive Government funding of either $1,250 or $2,500 for each
apprentice or trainee who completes their off-the-job training. The level of
support will depend on how much additional training the apprentice or trainee
needs to complete the off-the-job component of their apprenticeship or
traineeship.

The initiative will commence on 1 July 2009 for a two year period and is targeted
at apprenticeships and traineeships at the Certificate I, 1V, Diploma and
Advanced Diploma level.

The Rudd Government is also acting to encourage employers to take on out-of-
trade apprentices and trainees who have been laid off through a $145.6 million
package of Securing Apprenticeships incentives announced today.

The Government is investing in nation building and education and training to help
the Australian economy and the Australian people weather the worst impacts of
the global economic downturn.

$155m plan to keep apprentices in jobs
Patricia Karvelas | February 20, 2009 | Article from: The Australian

In a speech to the Sydney Institute last night, Employment Minister Julia Gillard
said employers would be encouraged to retain apprentices and trainees through
a completion payment.

She also said tenderers for government-funded infrastructure projects would be
given preference if they could demonstrate a commitment to retain and employ
trainees and apprentices.

Ms Gillard said that, during an economic downturn, employers would find it more
challenging to maintain their support for apprentices and trainees.

Under the Securing Apprenticeships scheme, a payment of $1800 will be
available for employers or group training organisations that take on an eligible
out-of-trade apprentice or trainee, in the form of a wage subsidy of $150 a week,
paid in arrears 12 weeks after they resume their apprenticeship or traineeship.

March 2009

Page - 18



Australian Fair Pay Commission — 2009 Minimum Wage Review - ACCI Submission

76.

An additional completion payment of $1000 will be available at the end of the
apprenticeship or traineeship.

Ms Gillard said the payments would be on top of existing apprenticeship
incentive payments.

The wage subsidy will be available to those who take on a sacked apprentice on
or after January 1 this year. Payments will be backdated to this date and
available for two years.

Opposition employment participation spokesman Andrew Southcott said the
Rudd Government had not addressed the lack of early intervention for the
recently unemployed.

Ms Gillard said history suggested youth unemployment would spike fastest in the
early months of a downturn.

This parameter further supports the approach ACCI is urging the Commission
to adopt. To increase training based wages in the current economic climate
will threaten the competitiveness of these modes of employment (and
training) in a highly changeable and increasingly treacherous labour market.
As government has already recognised, Australia needs to do all it can to
support training opportunities in this climate, and that includes not further
increasing the costs of providing training to employers already facing
increasing barriers, disincentives and risks.

1.4.5 - Statutory Object and Wider Statutory Context

77.

78.

Section 23 is of course not the sole consideration for the AFPC in the discharge
of its review functions. The AFPC does its work in the context of the wider
Workplace Relations Act 1996 and the objects and framing thereof.

Section 3 sets out the principal object of the legislation. Consideration of these
precepts supports not awarding an increase to take effect during 2009:

a. Section 3(a): Emphasises high employment, living standards, low
inflation, competitiveness and productivity. The key to each (and the
simultaneous delivery of all) is a sound economy and not endangering
jobs. This compels an approach to minimum wages which reflects the
gravity of the current economic situation, and the threat to jobs and
industries.

b. Section 3(c): Requires an economically sustainable safety net. This compels
balance and not so called maintenance of the safety net at all costs, and in
particular, not at the costs of jobs or economic sustainability. These wider
provisions of the Act support the approach recommended in this
submission.
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1.4.6 - Conclusion

79.

80.

The legislation for this review remains the Workplace Relations Act 1996,
preceding as it does the pending commencement of the Fair Work Act 2009.

Employers” recommended approach directly accords with the statutory
parameters for this matter. Consideration of the precepts and expectations of
Parliament strongly supports, if not compels the approach the ACCI network
advocates for 2009.

1.5 SuBMISSION OVERVIEW

81.

82.

This submission ranges across the considerations the Commission has regard
to. The approach employers commend to the Commission should be adopted
because it represents the best balance of giving effect to the Commission’s
wage setting parameters under s.23 of the Workplace Relations Act 1996, and
because it will be in the best interests of the low paid, those who employ them,
the unemployed and the wider Australian community.

The submission is structured into 7 parts:
Section 1: Introduction

Section 2: Context: The global and domestic context for the 2009 review
could not be more acute or more relevant. ACCI has
endeavoured to bring forward contemporary information and
expert perspectives on the GFC, its magnitude, impact and
outlooks. This is highly germane to determining an approach to
this review.

Section 3: The National and International Economy: This section examines

in further detail a range of economic data and forecasts relevant
to the economic considerations of the Commission and
supportive of the position outlined in this introductory section.
Section 3 further charts the extent and impact of the Global
Financial Crisis and its impact on Australian employers and the
economy in which they operate.

Section 4: Jobs: This is a first order consideration in this matter, and
directly underpins the statutory parameters for this review.
This section examines employment performance, indicators,
and forecasts.
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Section 5:

Section 6:

Section 7:

Prices, Wages and Real Incomes: This section examines key

considerations affecting the incomes of the lower paid,
including various factors combining to increase the purchasing
power of those on safety net minimum wages.

The Costs of Award Modernisation: The outcome of this matter

is neither the sole potentially damaging labour cost increase in
2009, nor the sole source of additional incomes to employees.
An unavoidable context for this review is the very substantial
pending cost increases for minimum wage-reliant industries set
to flow from the award modernisation process. This section
outlines significant pending additional costs for (the pay scale
reliant) hospitality, retail and pharmacy employers which need
to be taken into account, which further support the ACCI
position, and which will already be negatively impacting on
business capacities and viability prior to any minimum wage
increase.

AFPC Research: The Commission has released various pieces

of commissioned research in the lead up to the 2009 review, in
addition to materials arising from the 2008 research forum. As
invited, ACCI has made brief responses. Responses engage not
only with the research, but also with its current relevance in a
rapidly slowing economy, and in the context of key issues set to
be dealt with in a revised statute (such as gender pay disparity).

ACCI looks forward to meeting with the full Commission during mid-April to

address the issues raised in this submission, the economic and financial crisis,

and the implications for minimum wage setting for 2009/10.
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