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Report on public consultations for the Australian Fair Pay Commission’s 2009 Minimum Wage Review

Executive summary

The Australian Fair Pay Commission undertakes ongoing research and consultation
programs to ensure its wage-setting decisions take into account economic and social
circumstances of low-paid Australians and their employers. The information, gathered
through stakeholder consultations, submissions and economic research, has been
supplemented by a program of targeted public consultations. TNS Social Research

was commissioned to conduct and report on the public consultations. Cultural Partners
Australia were commissioned to undertake consultations with the Indigenous community.

This report presents the consolidated findings from three stages of public consultations,
which included in-depth interviews, focus group discussions and online discussion forums
with employers, employees and job seekers. Stage one of the consultation program was
conducted over November and December 2008, stage two was conducted in February
and March 2009 and stage three in April 2009. The findings from stage one provided

a benchmark from which to track changes in views and experiences over time. Stages
two and three engaged all of the Commission’s target groups and, where appropriate,
reconvened with participants involved in previous stages. As economic and labour market
conditions have evolved over the consultation period, the findings in this report examine the
changes in attitudes and behaviours observed. Where appropriate, comparisons are also
made with findings from public consultations conducted for the 2007 and 2008 Minimum
Wage Reviews, and research conducted over May/June 2008 that explored employer
responses to minimum wage adjustments.

Summary of findings
Employment and competitiveness
Perceptions and experiences of the current economic environment

Stage one consultations elicited mixed perceptions of the likelihood of the global economic
crisis affecting the Australian economy among employers, employees and job seekers. This
informed the delineation of three segments: the ‘Convinced’, the ‘Uncertain’and the ‘Not
Convinced'. The Convinced group felt that the global economic crisis was having an impact
in Australia, and was likely to worsen. The Uncertain group were confused about whether,
and if so how, the Australian economy was likely to be affected. The Not Convinced
segment dismissed the downturn outright as media hype.

While in stage one the prevalent views held by employees, job seekers and employers
tended to be Uncertain and Not Convinced, by stage two all groups were convinced that
the downturn was ‘real’ rather than ‘media hype’. Overall, the economic downturn was
salient for more employers than employees and job seekers. This was most apparent in
stage one of the consultation program. By stage two, employees and job seekers were
increasingly engaged with the issue and more focused on job security than in consultations
conducted for the 2007 and 2008 Minimum Wage Reviews. This is reflective of a ‘lag
effect’ where the experiences and perceptions of the downturn for employees largely stem
from employers’ actions.

While all participants consulted in stages two and three were convinced that the global
economic crisis would negatively affect Australia, there were varying levels of concern
observed among participants and significant diversity of responses and actions. Attitudes
and actions in response to the current circumstances varied according to confidence levels,
exposure to the downturn through location or industry, and personal experience of the
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effects of the slowing economy. The consultation highlighted five groups of similar attitudes
and associated responses as summarised in Figure 1 below.

Figure 1: Diverse reactions to economic circumstances: segments

Fearful * Pessimistic about the future, believe =» °Already experiencing negative effects
that their personal situation will worsen of downturn
* Lack confidence generally

Resolute * Prepared to challenge and survive * Experiencing negative effects of the
downturn though less long-term than
Fearful
* Feel better equipped to get through

Apprehensive * Unsure what to think * Have not experienced negative effects
of the downturn personally
* Less understanding of economic
issues
* Less confident generally

Optimists * Believe that it's not as bad as * Have not experienced negative effects
people suggest of the downturn personally
* Potential to benefit « Confidence about skills/quality of
product or service
Unaffected =» *Don't think they'll be affected =>» * Feel protected by industry/ local
economy

Despite these varying attitudes, overall, the consultations indicated that the public ‘mood’
about the economy had changed. While, in stage one, concern about the downturn rested
with a limited pool of participants who had seen or experienced its effects, in stages two
and three, participants across the board were more engaged with the issue. Most had
assessed its potential impacts on their personal situation, reviewed future expectations,
and considered, planned or implemented changes as a result.

There were varying predictions of the duration of the downturn: some felt that it had
peaked, while others anticipated the situation to worsen considerably over the coming
months, potentially persisting well into 2010. However, the manifest change in attitudes
among employers, employees and job seekers suggest that not withstanding a sudden
improvement in the economic environment, concern about economic issues and
employment may intensify as 2009 progresses.

Employers and labour costs
Attitudes to labour costs

As has been reported previously, the higher the proportion of labour costs for the business,
the more tightly the wage bill is controlled. This appears to be true in both strong and
weakening economic conditions. Many employers reported attempting to achieve a
balance between retaining their experienced workers by accepting a reduction in profit,
and maintaining profit levels through significantly reducing labour costs. Approaches that
involved reducing labour costs included:

* retaining all staff and dividing a reduced number of hours across all casuals;
* reducing the number of staff and only retaining the best performers;
* implementing a hiring freeze and increasing productivity of existing employees; and

* hiring cheaper (i.e. junior) employees.
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Decreasing pay rates was not spontaneously mentioned by any employers as an option
for addressing labour costs. Only employers with higher-paid salaried staff or those paying
above the relevant minimum rates were in a position to consider this option. Of the few
employers who had contemplated this adjustment, it was felt that the process would have
to be handled very carefully to avoid any negative effects on staff morale.

A few employers claimed that the economic instability had enabled them to attract
employees to positions that had previously been difficult to fill.

Business adjustment variables: labour costs

Staffing was often the most obvious target for cost-saving by employers, particularly
in industries with high levels of casual employees. While some employers reported
having already reduced hours, using junior staff instead of more expensive senior
staff, suspending hiring or retrenching staff, others indicated that they may make such
adjustments should the downturn continue.

The consultations confirmed that decisions about labour (recruitment and retention) are
made in the context of local markets and existing workplace relations arrangements. They
are also influenced by the individual approach and circumstances of the business operator.
A number of factors have a bearing on these decisions, including:

» The proportion of operating expenses that labour costs comprise. Where labour costs
form a relatively small proportion of operating expenses then cost-cutting measures
that do not involve adjustments to staffing can have a large impact. However, where
labour costs form a large proportion of total costs for the business then reductions to
these costs have a significant effect, while cost cutting in other areas may not.

* The performance of the market in which the business operates impacts the viability of
non-labour-related adjustments, for example, marketing efforts or price adjustments.

» The nature of staff working arrangements, and the ease with which they can be altered.
The flexibility of working arrangements determines the ease with which labour
adjustments can be made.

» The state of the labour market for staffing requirements, which affects the perceived
value of making adjustments to staffing, for instance, the extent to which employers
have been affected by skills shortages during prosperous periods.

* Relationships with staff and importance of workplace environment, which also have a
bearing on an employer’s inclination to make staffing adjustments.

The consultations revealed commonalities according to industry and business size
where patterns of adjustment were, to some extent, similar. These included the following
examples:

* Accommodation and food services and Retail employers had high relative labour costs,
high numbers of casual workers and were often functioning in particularly competitive
markets. As such, measures targeting the wages bill were among the first to be
implemented. Price increases were not considered feasible by most employers at this
point in time. Some employers attempted to redistribute hours across their casual staff
before reducing staff numbers, often due to concern for the welfare of their employees.

* Businesses in Manufacturing, Administrative and support services and Health care and
social assistance tended to be more wary of losing their skilled staff. Employers in these
industries tended to focus on increasing productivity of existing staff, implementing
marketing strategies and cutting costs in other ways. In some cases employers
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absorbed the loss instead. Many employers in the Health care and social assistance
industry did not report experiencing negative effects of the economic downturn like
employers in other industries. Commercially operated businesses in this industry were
therefore in a better position to implement price increases if required. Conversely, some
employers in Manufacturing who were competing with companies using off-shore
labour were considering price decreases.

Despite the differences in implementation (what an employer does when), there was
some broad consistency in the perceived ‘severity’ of different means of adjustment.
Figure 2 broadly depicts the relative significance of specific actions taken as perceived
by employers in the consultations. For example, employers agreed that making permanent
positions redundant was a severe action relative to strategies placed toward the tip of the
continuum.

Figure 2: Perceived severity of actions (adjustment variables): least extreme to
most extreme

Least Action
extreme

* Increasing turnover or market share (e.g. implementing marketing strategies to increase sales; branching
into new sales area)

* Cancelling any expansion plans or major works

» Cancelling ‘nice-to-haves' (e.g. flowers at reception, office pot plants)

« Cancelling non-essential maintenance (e.g. maintain the essential or safety items only)

* Cancelling or reducing staff ‘treats’ and ‘rewards’ (e.g. chocolate biscuits, staff drinks)

* Cancelling or reducing travel budgets

* Reducing overheads (e.g. moving to cheaper or smaller premises)

* Changing the terms of employment when hiring (i.e. implementing short-term contracts instead of hiring
as permanent)

* Re-negotiating employment conditions or benefits (e.g. company car, parking arrangements)
* Suspending hiring and employment conditions (e.g. hiring freeze, wages freeze)
« Pricing — increasing prices or decreasing prices short-term (e.g. sale, specials, promotional offer)

* Reducing wages bill by reducing the ‘level’ of staffing (e.g. cutting casual hours; reducing operating hours;
reducing overtime or penalty rate payments)

* Retaining the ‘level' of staffing but reducing wage cost (e.g. replacing more expensive staff [seniors] with
cheaper staff [juniors]; renegotiating salaries; increasing own work hours)

* Encouraging annual leave and voluntary redundancies to be taken

* Redundancies for proportion of permanent positions to lessen the impact of decline (e.g. may consider
length of service — cost to business of redundancies)

* Redundancies for large numbers of permanent positions to staunch loss from the already-apparent impacts
Most of the decline (e.g. length of service and/or experience has no redemptory effect, as whole business units
extreme are divested)

The main triggers for action (tipping points) were observed to be:

¢ media coverage and public opinion (mood), which influenced general caution in
business strategy, such as hiring decisions or preventive measures (including some cut-
backs in hours worked);

* anecdotal evidence - reports of other neighbouring business or friends or family;

* observational evidence — observing slower customer ‘traffic’, fewer walk-ins or
bookings; and
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* business performance:
- recorded decline in revenue
- recorded decline in profit

- significant loss.

The relationship between triggers and actions is varied and may include many triggers
associated with many actions (rather than one-to-one relationships). However, the more
severe triggers such as significant loss or reported declines in revenue or profit were
generally associated with the more severe actions. These include multiple strategies and
significant staffing decisions such as making redundancies. Other general observations are
outlined below:

* The use of preventative measures such as changes in pricing strategies or marketing
to increase revenue were observed to be more prevalent in stages two and three
consultations. This was said to be changing the nature of competition for some
businesses. Many employers who had not experienced any effect of the downturn had
revised their marketing strategies to boost revenue. Likewise, limiting non-essential
costs was viewed as prudent given the economic downturn, and many employers were
attempting to do this regardless of their current performance.

* Anecdotal reports about struggling businesses in the same industry frequently acted
as a trigger to more serious cost cutting. The nature of this varied according to industry.
Observation of slower sales or fewer ‘walk-ins' often encouraged more formalised
changes in operational policy, including implementation of hiring freezes, not paying
overtime, or suspending wage rises. More explicit declines in revenue prompted
changes to staffing such as reductions in hours. Increasing losses triggered staff
retrenchment.

Outlook for 2009: employers

In general, employers had become more speculative about the stability and continued
viability of their business, revising former expectations of growth and profitability. While
some were reporting early effects of the downturn, others expressed confidence about the
future for their business. Many were planning and implementing preventative measures in
anticipation of worsening conditions.

The three stages of research highlighted how quickly employer confidence is changing as
economic conditions evolve. There were several examples of employers moving between
attitudinal segments in accordance with varying signs of positive or negative business
performance. Many employers appeared more willing to take action in response to negative
signs than to positive signs, reflecting the underlying ‘wariness’ about the economic
situation. There was a sense of reluctance to undo changes implemented either to prevent
or to lessen the effects of the downturn, in case the situation changed again.

Capacity to obtain and remain in employment

A changing labour market: an employee or employer market?

In consultations conducted for the 2007 and 2008 Minimum Wage Reviews employers
reported struggling to attract suitable staff in the tight labour market. Employees reported

an increased capacity to pick and choose what jobs they would take. However, in stages
two and three of the 2009 Minimum Wage Review consultations, employers and job
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seekers were reporting changed labour market conditions more akin to an employers’
market where supply was more abundant than demand.

In some (regional) locations, the labour market had already been depressed for some

time due to local factors such as drought, therefore the immediate effects of the general
economic downturn were somewhat masked. In those locations, expectations were already
pessimistic.

Employees who had been personally or vicariously exposed to the effects of an economic
downturn spoke about retrenchments and increasing competitiveness in the job market.
Compared to other participants, job security appeared to be the salient factor, and

more so than it had been in consultations conducted in 2007 and 2008. This sentiment
appeared to have become more widespread by stages two and three, with those currently
in work reporting they were focused on ensuring they were retained in the workforce.

Attitudes to employment and unemployment

No new factors affecting decisions to work emerged in these consultations: work
continued to be regarded as an important and positive part of life. Job seekers who did
mention the declining economic climate thought that it would diminish their chances of
securing employment. Consultations in stages two and three revealed more job seekers
revising down expectations and being prepared to take on jobs that they had previously
deemed undesirable.

Work patterns and arrangements

The diversity of work patterns and arrangements was reflective of the wide range of
locations, industries and age groups that participants were drawn from. Preferences for
particular work patterns (casual hours, penalty rates and overtime) varied considerably,
depending on availability and need for additional income.

From stage one to stage two of the public consultation program, a shift was observed in
the attitudes of employees and job seekers. Given more prevalent experiences of limited
job choices and the reduced hours of casual work, more concern for job security was being
expressed and therefore a greater desire for permanent work was emerging.

Underemployment

Underemployment was a relatively common experience among employees in stage one
and even more so in stages two and three of the consultations. It was almost universally
linked to casual work. The negative effects included insufficient take-home pay as well
as psychological and emotional factors such as frustration and a sense of powerlessness.
Overcoming underemployment was generally about finding another source of income via
an additional or an alternative job. However, reasons given for underemployment included
labour market factors which may prevent workers finding more hours or a second job,
including:

* employers cutting shifts — particularly those incurring penalty rates;

« employers rostering cheaper employees (juniors) rather than more expensive senior
staff;

* employers rostering the experienced and productive employees over the
less-experienced staff (juniors); and

* local conditions (e.g. drought-affected areas).

page 10



Report on public consultations for the Australian Fair Pay Commission’s 2009 Minimum Wage Review

Job security and labour mobility

Attitudes to job retention and security derive from an interplay of factors such as
confidence in personal employability, motivation to work, current financial or personal
obligations and perceptions of job desirability. Perceptions of security were higher among
those who thought that the effects of an economic downturn would be minimal for the
particular industry or business they were currently working in.

In stage one of the consultation program, job security was not generally among the primary
factors participants considered when talking about their employment. However, it often
emerged subsequently when participants discussed potential future effects of an economic
downturn. These concerns were expressed more strongly in the consultations conducted
during stages two and three. Concerns were more often expressed by participants who
were working out of immediate financial necessity rather than those working to fund non-
essential activities or ‘wants’.

In terms of mobility, there were noticeably fewer spontaneous mentions of moving
to ‘greener pastures’ for employment opportunities, compared with the opportunities
discussed in consultations conducted as part of the 2007 and 2008 Minimum
Wage Reviews.

Obtaining work

As reported following the 2007 and 2008 consultations, the main barriers to entry
continue to be age, family responsibilities, access to and affordability of childcare, transport
costs or distance to work, lack of (certified) skills, lack of relevant experience, poor

health and disability. As well as these factors, decreased availability of jobs and greater
competition for positions emerged as significant barriers to finding employment.

The factors integral to the decision about whether to take a particular job remain complex.
However, the primary consideration is, as always, the desire to be ‘better off’. This is most
often framed in terms of increasing the amount of remuneration or attaining better benefits
and conditions. Other considerations against which being ‘better off' is measured included
such things as quality of life, job security and workplace flexibility.

Factors that job seekers ‘traded-off’ when deciding to take a job are similar to those
reported in previous consultations. They needed to ‘do their sums’ in order to determine
if they will be any ‘better off’ in employment than receiving government allowances. The
main trade-offs include transport, childcare costs and the retention of the Health Care
Card. By stage two of the consultation program fewer caveats were being placed on
the types of jobs being sought. Greater openness was observed among job seekers
regarding occupations, however other trade-offs such as the costs of working remained
primary considerations.

Outlook for 2009: job seekers

The outlook for most job seekers changed markedly over the stages of consultation. In
stage one there were somewhat polarised viewpoints about whether it was easy or hard to
find a job in the current environment. Many participants claimed there were still plenty of
jobs available. Judgements about job availability seemed to be based mostly on the number
of positions advertised in newspapers, particularly in stronger markets. A few employees
discussed positions that had not been filled in the ‘boom’ environment, which had allowed
employees to pick and choose jobs.
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Consultations in stages two and three revealed that the negative expectations observed
among job seekers in stage one were increasingly becoming realised. Discussion focused
to a far greater extent on the difficulty of the job search process. Participants asserted
that there were fewer jobs advertised, that employers were increasingly selective, and
that applications were disregarded if any criterion was unmet. Some had been out of
employment for long periods, and some concluded that the current job-market was the
‘hardest’ that they had experienced. Overall, there was a growing sense of desperation
among job seekers and increased preparedness to ‘trade-down’ to work that was
previously considered to be undesirable.

Providing a safety net for the low-paid
Cost of living and cost of working

As in previous consultations, the increased cost of living and the increased cost of working
were frequently mentioned by low-paid employees and job seekers. While not featuring
prominently in discussions, two aspects that had brought relief to some participants were
reductions in interest rates and lower petrol prices. However, many still claimed that over
the past year the cost of living had increased while wages had not kept pace. One aspect
of particular financial concern was the cost of housing (rental), which some claimed had
increased steadily over a number of years. The cost and lack of suitable childcare was
also a major contributor to the cost of working for the mothers of infants.

Factors affecting income and spending

As the level of personal financial responsibility increases, the necessity for income through
wages increases. Among the low-paid and unemployed participants there were two
subgroups reporting to be under particular financial pressure:

» those with responsibility for children — both single parents and low-paid couples; and
 younger employees living (or becoming) independent of their parents.

The low-paid employees and job seekers describe their situation in terms of being able to
‘maintain a reasonable standard of living', being able to ‘make ends meet’ and ‘keeping their
heads above water’. Many reported that their living expenses were increasing and that their
income was less and less able to cover their needs. Other participants discussed wanting
to ‘get ahead'’ or attain ‘just a little bit more’ in the belief that this would make their lives

easier. Proposed means of achieving this included seeking labour market opportunities
such as:

» taking a job or an additional job;

» working more hours in their current job;

» taking on more overtime, shift loadings and penalty rates of pay; and

* finding a higher-paid job.

Some particular groups were affected by current economic circumstances; several

participants reported their casual hours being cut, severely curtailing their ability to earn
sufficient income.
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Outlook for 2009: low-paid employees

There were signs that anxiety about the future was causing attitudinal and behavioural
change among employees. The wariness about spending, revised expectations and
aspirations, concern for job security and focus on ‘getting by’ was reflective of, and
perpetuating, the changed mood. It was no longer only those who had experienced
externally driven changes to their employment or living arrangements whose attitudes and
behaviours were shifting.

Monitoring the effect of wage decisions
Wage setting arrangements

While most employees had noticed an increase in their hourly pay rate in the last few
months of 2008, they generally did not know the reason for the increase.

As has also previously been the case, employers were generally more knowledgeable than
employees about the role of minimum wages, however there was mixed awareness about
the size of the 2008 increase or the effect that increases to minimum wages have on
above-award/Pay Scale rates.

Effect of changes in wage rates

Employers paying minimum rates reported larger effects from regulated wage increases:
employers paying their workers ‘above-Award’ rates seemed more insulated from the direct
effects of regulated wage increases, and thus the reported effects on their business were
minimal.

Wage increases were again universally welcomed by employees. However, low-paid
employees are a diverse group with disparate levels of need which are often influenced
by the degree of responsibility taken for others. In short, those with commitments for
others reported needing more income, while those with fewer commitments were more
comfortable with their current wage.

As in previous consultations, employers with large proportions of employees paid minimum
wages reported being significantly affected by the 2008 increase. For some this also
coincided with a noticeable downturn in revenue in their business due to economic
circumstances. A few employers claimed to have already seen negative effects from

the slowing economy and taken action. Others reported that if the downturn were to
continue they would need to take action that would affect employees. Responses specific
to increases in labour costs in the context of decreases in revenue were not able to be
isolated in the discussion.

Minimum wages in the current environment

The consultations indicated that, as attitudes toward the economy shift, so do perceptions
of the need for change to minimum wage rates. In the most recent consultation, many
employers asserted that minimum wage rates should remain unchanged. While most
employees favoured an increase in minimum wages to meet perceived high costs of living,
some employees recommended a more modest rise or even a plateau of minimum rates.
This appeared to be motivated by concern about job security and the potential effects of
higher wage rates on employment levels.
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Attitudes and understanding
The perceived importance of minimum wages

While understanding about minimum wages was limited among all participants, the
importance of having minimum rates was not questioned in the changing economic
landscape. Participants continued to comment on, and support, the role of minimum
wages in:

* protecting the vulnerable;
» protecting wage standards in general; and

* ensuring an adequate standard of living for all.

Nonetheless, the links between minimum wage increases and inflation, and consequential
cost-of-living increases, were cited by some employees, as has also been the case in
previous consultations.

While most employers recognised the importance of minimum wages for society, they were
also aware that the cost of wages directly affected their capacity to make a profit and also
their ability to employ staff. However, while some employers debated the merit of minimum
rates, the majority of employers supported the concept of minimum wages.

Considerations and expectations for 2009

Both employers and employees were uncertain about what 2009 holds - not just from a
personal point of view, but also from a wider societal perspective. While there were varied
perceptions of the economic situation in Australia, the prevailing sense was that ‘only time
would tell’ what the repercussions of the global economic crisis would be.

Perhaps as a consequence of this uncertainty, when participants were asked to act in the
role of the Commissioners (to decide whether to increase or decrease minimum wages, or
leave them as they are), there was a more muted response than has been evident in prior
consultations. Participants recognised the uncertainty of the current economic situation,
and therefore the difficulty of the wage-setting decision.

The 2009 Minimum Wage Decision

In consultations conducted for the 2007 and 2008 Minimum Wage Reviews there was
almost universal agreement among employees and job seekers that minimum rates should
increase. In the most recent consultations the majority still thought that minimum wages
should increase, citing higher costs of living.

As mentioned above, a number of employees thought that current economic conditions —
or the threat of negative effects in the (near) future — warranted a small increase or even
a plateau of minimum rates. One of the reasons given for showing restraint was the likely
effect on job availability, with some participants asserting that employees would rather
trade-off an increase in their pay rate in order to retain their job.

Views among employers were more varied. While employers empathised with the
challenges faced by low-paid workers, many claimed that increased wages would make

it harder for employers to manage in a declining economic climate (when raising prices
may not be feasible), and thus they claimed that wages should remain the same. However,
several employers thought that low-paid employees should get an increase to take the
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pressure off and enable them to manage better. Conversely, several other employers
thought that minimum rates should decrease. Many noted the importance of monitoring the
situation closer to the time of the decision, given the pace of change and the uncertainty
about the economy over 2009.

Perceptions of the year ahead

When considering the task of decision-making, the wider economic implications of
minimum wage increases prompted more discussion among participants than in previous
consultations where the focus for employees had been solely on trying to keep up with
cost-of-living increases. While that sentiment was still very strong, there was also a distinct
undercurrent of concern about what could be on the horizon, and whether the economic
situation would worsen.

The consultations conducted in stages two and three confirmed that employers, employees
and job seekers are increasingly accepting the reality of the economic downturn in
Australia, and are conscious of its effects or potential effects on their personal situation.
For employees and job seekers, this tends to focus on their employment, and appears

to have translated to greater appreciation for job security than observed in previous
consultations. Nonetheless, concern about the costs of living remains high, and continues
to overshadow concern about job security among those whose working situations have not
changed. Moreover, limited understanding of economic issues acts as a significant barrier
to making the connection between minimum rates of pay and employment levels for many
participants.

Participants who have personally felt the effects of the slowing economy whether through
reduction in working hours, redundancy or increased difficulty in finding employment, are
more mindful of job security generally and more appreciative of the relationship between
rates of pay and employment. This was demonstrated in stage two of the consultations by
the number of junior employees whose hours had been cut, who were recommending that
the minimum wages remain unchanged.

The research highlights how quickly views of the economic situation change. While in stage
one, the majority of participants were uncertain or not convinced that the ‘global economic
crisis’ had reached Australia; by stages two and three there was widespread acceptance
that the economy was slowing. Personal conc