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INTRODUCTION

On 5 March 2003, the House of Representatives passed the Workplace Relations Amendment (Protecting the Low Paid) Bill 2003. After its receipt in the Senate on 6 March 2003, the Bill was referred to the Senate Committee on Employment, Workplace Relations and Education on 19 March 2003, which has subsequently called an inquiry into the issues surrounding the bill.

The terms of reference of the Inquiry are to look into the implications of the bill, whether the current Australian Industrial Relations Commission (AIRC) living wage processes are adequate in the Safety Net Review and the probable effect of the legislation on the AIRC’s consideration of the Safety Net Review. The Committee is also interested in the broader connections between the low-paid and the taxation and welfare systems.

The federal government’s policy position on the role of awards within the Australian workplace relations system is that of a safety net of minimum wages and conditions that can be relied upon by low paid employees, whilst employees above the safety net should only receive increases through the process of workplace bargaining. In contrast, the Queensland government considers it necessary that awards remain relevant to, and provide for fair and reasonable wages and conditions of employment for, those employees who continue to rely on them.

The Queensland government’s position, unlike the federal government’s, is not based on an ideological belief that greater deregulation of the Australian labour market will lead to improved economic performance. Rather, the Queensland government takes the view that a continuation of a deregulatory approach to the Australian workplace will only further exacerbate wages and social inequalities within our community and that a strong and relevant award system is an important element in moderating these negative outcomes.
The Queensland government’s position stems from the recommendations of an independent Industrial Relations Taskforce that was comprised of union, employer, Government and independent academic expertise. The role of the Taskforce was to review the Queensland Workplace Relations Act 1997 (WR Act 1997), which largely mirrored the existing federal Workplace Relations Act 1996.  The independent Taskforce found that under the WR Act 1997, the award system had become outdated and irrelevant and had contributed to growing levels of wage inequality, particularly in regional and rural areas of Queensland where a substantial proportion of employees continue to be solely reliant on awards to regulate their wages and conditions.
Acting on the recommendations of the Taskforce’s report, the Queensland government has subsequently enacted legislation (the Industrial Relations Act 1999) that, amongst other things, strengthens and enhances the role of the Queensland Industrial Relations Commission in the making and varying of awards to provide for secure, relevant and consistent wages and employment conditions, and to provide for fair standards for employees in the context of living standards generally prevailing in the community (this last point is enshrined in the principal object of the Act). Awards are no longer a mere safety net of wages and conditions and to maintain their relevance must be reviewed by the Commission at least every three years.



In contrast to the object of the Queensland Industrial Relations Act 1999, the proposed amendments to the Workplace Relations Act 1996 (WR Act) contained in this bill redefine both the Principal Object of the Act and the general functions of the AIRC in a manner that undermines the notion of fair and equitable wages. In the first case, the amendment will add to the Principal Object of the Act by making the needs of the low paid a primary consideration when adjusting the safety net. In the second case, the general functions of the AIRC will be amended so that in adjusting the safety net, instead of the AIRC just considering the needs of the low paid, it will now be required to give primary consideration to “the needs of the low paid including their need for employment, and that consideration should be given to the employment prospects of the unemployed and the capacity of employers to meet increased labour costs” (explanatory memorandum, p. 4; emphasis added).

The motivation for these amendments is two-fold. Firstly, the federal government believes past decisions of the AIRC with respect to the Safety Net Review, in awarding annual increases to all award-reliant employees (and not just the low paid) has reduced the incentive for middle and high wage award-reliant employees to enter into workplace agreements. These amendments will make the needs of the low paid a primary consideration of the AIRC (rather than just one of a number of considerations) in awarding future safety net increases, thus diminishing the needs of middle and high income award-reliant employees in the Commission’s safety net deliberations. 

The second motivation stems from a belief that past Safety Net Reviews have 

1) damaged the employment prospects of low paid award-reliant employees, 

2) reduced the quantity of low paid jobs by raising the employment costs of employers, and consequently 

3) reduced the employment prospects of the unemployed by reducing their incentive to take up the jobs on offer and reducing the supply of jobs (demand for labour).

This submission to the Senate Committee on Employment, Workplace Relations and Education addresses the issues that the Queensland Government sees as relevant to the Inquiry called in relation to the proposed amendments to the WR Act. Following this introduction, the next section considers whether the decisions of the Safety Net Review act as a disincentive for employees on award rates of pay to undertake enterprise bargaining because they are receiving regular increases through the safety net decisions. This is followed by an assessment of the employment impact of previous safety net decisions, particularly on the low paid. The next section assesses the usefulness of the Australian Chamber of Commerce and Industry’s (ACCI) blue-print for the future of the Australian workplace relations system. Finally, there is a discussion as to the role of low wage jobs in the Australian economy and then a summary of the arguments presented here and some concluding remarks.
INCENTIVES TO BARGAIN

The Workplace Relations Act 1996 (the WR Act) has the enterprise as the primary focus for the determination of wages and conditions. One of the main reasons that federal government has promoted bargaining at the enterprise level is a belief that it promotes productivity growth – at a rate higher than in the absence of bargaining – because arrangements can be tailored to suit both the needs of employees and the needs of the enterprise.

For many years, the federal government has been advocating in its submissions to the Safety Net Review that increases in award rates of pay should be restricted to those on the lowest award rates of pay (usually the C10 (tradespersons) rate in the federal Metals Industries Award). The argument advanced for this position is that increasing higher award rates of pay acts as a disincentive for employees to negotiate enterprise agreements and so reduces the opportunity for productivity improvements. Such a position is highly contentious and is rebutted by the ACTU in its submissions each year. 

Figure 1:
Award coverage as at May 2002 and labour productivity growth by industry June 1990 to June 2002
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Source:
ABS Employee Earnings and Hours Survey, May 2002, (Preliminary), Table 25 (Cat No 6306.0); ABS AusStats, National Accounts (Cat. No. 5204.024). 

In the 2003 Safety Net Review, the federal government submission attempted to justify the enterprise bargaining-high productivity link with a scatter diagram showing productivity growth in each industry between 1990 and 2002 compared to the degree of award-reliant employees in each industry in 2002 (see Figure 1). The long time period for productivity growth was justified on the grounds that short-term productivity can be highly variable and so a longer term perspective is needed to get an accurate picture. Also, 1990 marks the beginning of the period in which enterprise bargaining was formally introduced into the Australian wage fixing system. The relationship mapped out by these industry scatter points shows a strong negative relationship between productivity growth over the period and the proportion of award-reliant employees. 

This part of the government submission, however, was heavily criticised by the ACTU in its written and verbal submissions and the Joint Labor States in their verbal submission for a number of reasons. Firstly, it is not clear what underlying causal relationship the federal government is attempting to demonstrate with this diagram. It would be possible to conclude that the proportion of award-reliant employees is inversely related to average productivity growth since 1990 if the proportion of award-reliant employees in each industry had remained fairly stable over the last 12 years. However, because the proportion of award-reliant employees has changed so dramatically in many industries over that time period (with all industries having high award reliance at the beginning of the period), it is not appropriate to draw that conclusion from this evidence. An alternative explanation is that productivity is related to the extent to which industries have shifted away from award reliance (ie the greater the shift since 1990, the greater the productivity growth). However, if this was the case then the horizontal axis should reflect the change in proportion of award-reliant employees since 1990, rather than the level of award-reliant employee in 1992. Also, some industries had rapid shifts to enterprise bargaining, while for other industries the shift was more gradual. Perhaps it is the pace at which industries shifted away from award reliant-employees that is important to productivity growth? If so, the wrong variable is again being mapped here. However you look at it, any relationship between the proportion of award-reliant employees in 2002 and productivity growth between 1990-2002 is difficult to explain in terms of an actual mechanism and is therefore quite spurious. 

Secondly, the ABS data from which the relationship has been constructed is based not on two mutually exclusive categories of wage determination (award-reliant and enterprise bargaining), but rather three broad categories. These are award-reliant employees, employees under collective bargaining arrangements and employees on individual arrangements. So a low level of award reliance does not necessarily imply a high level of collective bargaining. Rather it could reflect a high level of individual arrangements. More importantly, the individual arrangements category is itself a bit of a catch-all one and includes formally registered individual agreements (a relatively small group), common law employment contracts (award-free employees) and employees on over-award payments. This last group is much more like award-reliant employees in terms of their conditions, with the main difference being that they receive a higher rate of pay. Consequently, a low level of award-reliant employees may be the result of a high proportion of over award employees rather than a high proportion of collective bargaining employees. As such, the relationship being shown in the federal government submission does not demonstrate the reputed enterprise bargaining-high productivity link on which the federal government’s wages policy is based.

The third criticism of the government’s position questions whether it is enterprise bargaining per se that is driving improvements in productivity and therefore whether in the absence of enterprise bargaining, productivity would be substantially lower. Much of the increase in productivity in the last decade can be attributed to increases in competitiveness as a result globalisation and reforms to the Australian economy as well as improvements in technology. Many enterprises have simply used enterprise bargaining as a means to drive change that they would have been forced to undertake anyway and that this may well explain any apparent relationship between enterprise bargaining and productivity improvement. Those areas of the economy where productivity improvements are less able to be achieved because of the nature of the production process (for example, accommodation, cafes and restaurants) are also less likely and less able to implement significant structural change programs within their organisations and so are less likely to consider shifting from the award system to enterprise bargaining as a way of driving that change. Again, enterprise bargaining would only have been the vehicle for change, not the cause.

Finally, if the link between productivity growth and enterprise bargaining is accepted, for the government to justify its amendments to the WR Act, it still needs to demonstrate that regular safety net increases act as a disincentive to enterprise bargaining. In previous submissions to the Safety Net Review, the federal government has only asserted this to be the case but has never been able to empirically demonstrate this. The ACTU and various Labor state government submissions have consistently refuted this argument. The AIRC, whilst acknowledging in a number of its decisions that substantial increases in award rates may act as a disincentive, has nevertheless indicated that it does not see this as a significant issue for the level of increases that it has awarded in the past.

When enterprise bargaining was introduced into the Australian wage fixing system in the early 1990s, it was assumed that employees, primarily through their unions, would use the new system as a means to obtain wage increases. In practice though, it has been employers who primarily have been the driving force behind the spread of enterprise bargaining. This is particularly so in the non-union sectors of the economy. 


Where enterprise bargaining has failed to take hold then, it is probably because employers are not interested in structuring their enterprises in that way, rather than because employees are sufficiently satisfied by regular safety net increases that they can not be bothered negotiating an enterprise agreement. Many industries where enterprise bargaining is least prevalent are characterised by a high proportion of casual and non-standard forms of employment. For these enterprises and for many small businesses, the transaction costs of negotiating an enterprise agreement compared to complying with the existing award will itself be a sufficiently significant barrier to going down that path. There is also an argument that for some employers, the award acts as a source of information about minimum labour standards where they are unsure as to what terms and conditions they should be paying their workers.
What seems to be completely missing from the federal government’s thinking on this matter is the notion that employers (not employees) may be quite satisfied with the moderate increases in award rates that the safety net review provides, particularly for the higher levels of award rates. Employers with award-reliant employees are only going to shift to enterprise bargaining (with its higher wage rates than the safety net) if they feel they can extract higher productivity growth than they currently do under an award. In many industries, the ability to extract high levels of productivity growth is not possible because of the nature of production (ie labour intensive, unskilled, fixed ratios of labour to capital) rather than the type of industrial arrangements operating at their enterprise. 

Satisfaction by employers with the award system has historically been quite high, particularly in the non-union sector and in smaller workplaces (which of course are primarily non-union). In the 1995 Australian Workplace Industrial Relations Survey (AWIRS95), only 18 per cent of workplace managers disagreed or strongly disagreed that the award system had worked well in the past at their workplace. In non-union workplaces, this figure was 17 per cent and in small workplaces (20-49 employees) it was only 15 per cent. In small businesses – defined in AWIRS95 as single, stand-alone workplaces with 5-19 employees – only 9 per cent of managers disagreed or strongly disagreed with the statement that the award system had worked well in the past at their workplace.

Since the passage of the WR Act, the number of industrial matters that an award can determine has been reduced significantly to a core of 20 allowable matters. Theoretically, this provides employers with significantly more managerial prerogative over workplace issues than before, again reducing the need to shift to enterprise bargaining to achieve change. In practice, however, the change in managerial prerogative from the new system for many smaller, non-unionised workplaces may have been negligible if the award was not strictly adhered to in the past. Either way, it is perhaps not surprising that employers see no need to negotiate an enterprise agreement with their employees, especially if they have as much control over the production process as they require and if negotiation of an agreement would probably result in larger increases in wages than those currently being delivered by the Safety Net Review process.

Employment impacts of safety net decisions

In his second reading speech, Minister Abbott indicated the purpose of the bill was to “protect the employment prospects of the low paid and to reduce the prospect of unemployment for vulnerable low-skilled workers”. This Bill attempts to achieve this by amending the objects of the Workplace Relations Act 1996 “to ensure that the primary focus of the award safety net is to address the needs of the low paid”, rather than the award safety net just being a set of fair and enforceable minimum wages and conditions of employment.

At every Safety Net Review, the most important and contentious debate surrounds the expected impact of the ACTU’s claim on the levels of employment generally, and on the low-skilled and those marginally attached to the labour market in particular. Each year the ACTU advocates the employment impacts will be negligible, while the federal government and employer groups argue the employment impacts will be substantial, and more importantly will fall disproportionately on the low-skilled and those on minimum wages (the very people the increase is most designed to help).

In past submissions, each side has relied on various pieces of academic research that purport to show that the elasticity of demand for labour, especially low-skilled labour, is more or less sensitive to changes in the real cost of labour.
 Given the wide range of results from this body of academic research, more recent submissions have focussed on critiques of the academic research being relied upon by each side. The critiques have also focussed on the appropriateness of the research to the Australian context given that most of the research comes from the UK or North America where they have a single adult minimum wage, whereas in Australia there is a series of minimum award rates of pay generally applicable to different occupations and levels of experience. The appropriateness of overseas studies in the Australian context has also been questioned given the minimum wage in Australia (in this case the federal minimum wage), as a proportion of average weekly earnings, is higher in Australia than in either the UK or the United States. The federal government has consistently argued that the greater “bite” of the minimum wage in Australia means employment of the low-skilled is more sensitive to changes in the minimum wage than is the case in other countries.

Consequently, the AIRC is inevitably presented with a range of results as to the likely employment impact of any particular increase in minimum award rates of pay, with the ACTU relying on studies that suggest minimal impact and the federal government relying on others implying the impact could be substantial. It would be fair to say, however, that there is agreement amongst all parties to the Safety Net Review that a substantial increase in minimum rates of pay would have a detrimental effect on employment, especially the employment of the low-skilled. Where there is not agreement is the amount of wage increase that could be called substantial and would therefore have a detrimental effect.

The argument ultimately is an empirical one. The ACTU and Labor state governments have consistently argued in their submissions before the AIRC that there is little empirical evidence in the Australian context to indicate that safety net increases have had any adverse impacts on employment generally or the low-skilled in particular. In responding, the federal government have tended to steer clear of the empirical data, instead relying more on simplistic interpretations of economic theory – an increase in price (wages), by definition, leads to a fall in demand (employment). This might be partly because it is difficult to isolate the effects of past safety net increases from all the other factors that impact on employment, but it is more likely because their position is not strongly supported by the empirical evidence.

In its decisions, the AIRC has consistently found little evidence that past safety net increases have had any substantial impact on employment generally or on specific groups such as the low-skilled. A typical assessment can be found in the recent 2003 safety net decision, where in deciding to increase the federal minimum wage by $17 per week, the Commission makes the following assessment of the employment impact of its past decisions.

From the materials considered above, we draw the following conclusions:

· a general assessment of employment data, including a focus on more heavily award reliant sectors, does not disclose any basis to suggest that past safety net adjustments have had significant adverse employment effects;

· there remains a continuing controversy amongst academics and researchers as to the employment effects of minimum wage improvements. As noted by the UK Low Pay Commission the research undertaken often produces conflicting results;

· the various studies do not establish that moderate increases in the minimum wage, of themselves, will diminish aggregate employment effects;

· whilst there is no automatic relationship between the two, real wage growth can adversely affect aggregate employment growth. The extent of such effect will depend upon the prevailing economic circumstances and the extent of the real wage movement;

· in respect of the modelling undertaken by the Commonwealth, consideration of the net impact on aggregate wages costs of the ACTU’s claim, absent a monetary policy response through increased interest rates, suggests a very limited impact of the ACTU’s claim on economic growth and employment;

· the ACCI, AiG and Retail Motor Industry surveys provide no data as to the magnitude of employment effects and the results in relation to the proportion of firms reporting particular effects should be treated with some caution. The surveys do, however, support a conclusion that there are employment effects of safety net increases with respect to some employers, such effects operate differentially and adverse employment effects are more evident in relation to those employers directly affected by safety net increases (2003 Safety Net Review decision, Print PR002003, para 175, emphasis added).

This assessment was made following a cumulative increase in the federal minimum wage of $84 per week over the previous six years and on the back of the previous year’s decision in which the Commission awarded the highest increase on record of $18 per week. Employer costs had also risen on 1 July 2002 due to an increase in the compulsory employer superannuation contribution of one per cent. The Commission had quite correctly come to the conclusion that after six previous safety net decisions, any adverse employment effects of its decisions should be revealing themselves in the employment data and that parties to the Safety Net Review should be able to demonstrate such effects. To date, no such effects have been demonstrated. 

As a consequence of this assessment, the Commission saw fit in its 2003 decision to award a further increase in the federal minimum wage of $17 per week.

Views of affected parties

In the explanatory memorandum of the bill, there is reference to consultations with employers generally during the Safety Net Review and with the views of the Australian Chamber of Commerce and Industry (ACCI) specifically. Interestingly, the explanatory memorandum makes no reference to consultation with other affected parties such as trade unions or welfare lobby groups, who advocate on behalf of low-paid employees and those on welfare and who would be substantially affected by the proposed amendments contained in this bill. It seems particularly odd for a government in delivering a bill, supposedly directed at improving the position of the low-paid and those with a precarious attachment to the labour market, not to have consulted with the very lobby groups that advocate on their behalf.

The explanatory memorandum refers to the ACCI’s recently published policy paper, Modern Workplace: Modern Future – A Blueprint for the Australian Workplace Relations System 2002-2010, which “supports a refocussed [workplace relations] system where wages are primarily varied through workplace bargaining and award rates of pay provide a genuine safety net for the lowest paid” (explanatory memorandum, p. 4). What the explanatory memorandum fails to state is that the ACCI paper is also advocating a much more decentralised and voluntary system of labour regulation in which employment issues are substantially left to employees and employers to determine and that third parties, such as unions, tribunals and government agencies (including the AIRC) should have limited scope to interfere.

The paper advocates a reduction in the number and scope of awards with the current 20 allowable matters being reduced to a set of six minimum conditions made up of: a single minimum hourly wage for adults and one for juniors; four weeks paid annual leave; one week paid sick leave; 12 months paid parental leave after 12 months continuous service; and equal pay for men and women for work of equal value. It advocates a simplification of the process of approving agreements and a reduced standard for the no disadvantage test. The workplace system should move to a more voluntary system, rather than one based on regulations (albeit reduced regulation), with so called “best practice” workplaces being able to be excluded from many of the regulatory requirements.

Despite the fact that implementing such reforms to the workplace relations system would substantially reduce the level of protection for employees, especially low-paid employees, advocates of this sort of deregulation justify such change on the basis that it provides significant employment growth and improvements in productivity. The evidence for such assertions is, however, not strong.

The Organisation for Economic Cooperation and Development (OECD), in its 1997 Employment Outlook publication, details a study on the relationship between national systems of collective bargaining and various measures of economic performance. Apart from a couple of exceptions, the OECD finds little evidence that economic performance is systematically related to the nature of the workplace relations system operating within individual countries. This was the case “irrespective of whether [workplace relations] systems are proxied by measures of trade union density, collective bargaining coverage or the centralisation and co-ordination of bargaining” (p. 64). In other words, there seems to be little evidence that moving to a more decentralised, less regulated system of workplace relations produces any discernible long-term economic benefits. 
Interestingly, the exceptions were that bargaining structures were related to the levels of income inequality and that decentralisation may provide worse outcomes in terms of employment and unemployment.

More centralised/coordinated economies have significantly less earnings inequality compared with more decentralised/uncoordinated ones. In addition, while not always statistically significant, the chapter finds some tendency for more centralised/coordinated bargaining systems to have lower unemployment and higher employment rates compared with other, less centralised/coordinated systems (OECD, 1997 Employment Outlook, p. 64).

An analysis of the radical deregulatory approach to industrial relations, which was rigorously pursued in New Zealand during the 1990s, reveals that expected improvements in employment, productivity, and workplace flexibility were not achieved.  Five Years After: The New Zealand Labour Market and the Employment Contract Act, commissioned by the New Zealand Treasury in 1998, found that labour productivity was reduced overall following unchecked deregulation of the labour market in 1991. 

It also found that this reduction in productivity was linked to a reduction in union membership, highlighting that productivity tends to be higher in industries that have higher rates of unionisation. In short, the anticipated improvements in efficiency and productivity growth that were expected to offset the harsh outcomes of this approach, such as the worsening gap between rich and poor, did not eventuate.

The New Zealand experience also casts doubt on the supposed link between radical deregulation of the labour market and a sustained and lasting reduction in unemployment. Unemployment peaked at 11 per cent around the time of introducing the Employment Contracts Act in 1991, but during the late 1990s increased again to nearly 8 per cent.  It would appear employment levels are not determined simply by the types of industrial relations systems adopted by countries, but rather a more complex set of factors. 

The outcomes from both the OECD study and the analysis of the New Zealand experience suggest moving to a more decentralised workplace relations system as advocated by ACCI could have negative long-term economic consequences for the Australian economy.

The role of low wage jobs in the economy

The motivation for those who advocate for smaller (or zero) increases in minimum rates of pay appears to be based on the joint proposition that (1) it will lead to significantly more jobs – particularly low paid jobs – being offered throughout the economy than if minimum rates are increased more substantially; and (2) for those with little or no skills, any job is better than no job, irrespective of the wage rate being paid.

The first of these points is simply the reverse of the arguments presented in the section on the employment effects of safety net increases. The federal government has consistently argued that increases in the safety net will have adverse effects on employment, especially for the low paid. If this is true, then moderating or freezing those increases will have positive effects on employment levels. Advocates of this position included the federal government and employer groups in submissions to the Safety Net Review, and in the wider policy debate, proponents of the so-called ‘Five Economists’ plan. Such thinking, whilst based on a simplistic application of economic theory, is not well founded empirically or an appropriate understanding of how the labour market works.

Despite nearly a decade of strong economic growth, unemployment continues to be an intractable problem, with a large proportion of the jobs growth going to persons previously outside the labour force. Much of this employment growth has been women returning to the workforce and is reflected in the significant increase in part-time work and increased participation rate over the past two decades, particularly for women. The crucial point here is that even if a slower rate of growth or freeze on minimum wages did lead to increases in the number of jobs available, there is no guarantee they would be taken up by those currently unemployed. Recent experience would suggest a large proportion would continue to be taken up by persons outside the labour force.

The problem, therefore, is not a lack of demand in the labour market by employers because wages are too high, but rather a mismatch between the jobs that are on offer and the ‘employability’ of those currently unemployed. Instead of instituting policies that have the effect of lowering minimum wages (relative to the current policy settings), the federal government should be considering implementing labour market programs that enhance the skills of the long-term unemployed to better match them to the existing pool of available jobs. It should also be encouraging the development of a wage structure and associated jobs that encourages skills formation, rather than jobs that are low skilled and low paid with little prospect of career development.

 The second point of the joint proposition – that any job is better than no job – can only really be justified if the low wage job acts as a stepping stone to better paid jobs in the future. Unfortunately, much of the evidence on this point (and summarised in a recently published paper by Prof Sue Richardson) suggests many low wage jobs are not only insecure, they do not lead to better paid jobs into the future and that many individuals get caught in a cycle of low wage job, spells of unemployment and spells out of the labour force.
 Prof Richardson finds that wage mobility amongst low wage workers is particularly low in the UK and the US, which is reflected in the broader conclusion that countries with greater earnings inequality have lower levels of upward wage mobility. 

The negative psychological impact of being unemployed has been well documented, but less well publicised are the psychological effects of having a “bad” job – that is, jobs that are low paid, insecure and with minimal or no prospects for career advancement. The psychological literature that has investigated the difference between “good” jobs, “bad” jobs and unemployment has generally drawn the conclusion that people in bad employment are usually no better off psychologically than those who are unemployed. Importantly, such findings were found to apply even to school leavers who were attempting to enter the labour market for the first time.

School-leavers who obtained good quality employment had lower depressive affect, higher life satisfaction, higher internal control and higher personal competence than those who were unemployed. However, there was little difference on these variables between the unemployed and the poorly employed. School leavers who took poor jobs suffered negative effects to their psychological functioning, just as those who ended up unemployed (Richardson 2002, p. 58).



Figure 2:
Labour productivity growth – Australia – 1979 to 2002
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Even if the Government’s amendments to the Act were to lead to an expansion of low paid jobs and those jobs were taken up by people currently unemployed rather than outside the labour force (recalling that both points are highly contentious), there is still a substantial number of negative consequences that could flow from such an outcome (aside from the low wage – unemployment cycle discussed above). One obvious detrimental effect could be a lowering of productivity growth as firms substitute low wage, low skill jobs for higher wage, better skilled, more capital-intensive jobs. Such a situation did occur in Australia during the early period of the Accord between the then Labor federal government and the ACTU (1985-1990). As award rates of pay were allowed to decline in real terms in favour of improvements in the social wage, the level of labour productivity growth in Australia declined to very low average levels (see Figure 2). 

In this period, the expansion of output was driven much more by the expansion of labour than of capital because the relative cost of labour to capital had fallen so much. The impact of a decline in the rate of award increase as a result of these amendments would not be as dramatic because of the much smaller proportion of employees on minimum award rates of pay these days. However, we could expect to see some impact on productivity the more award wages are held down.

A further consequence of a rise in the number of low paid jobs would probably be an increasing prevalence of the working poor within Australia and the increasing levels of social dislocation that would ensue from that, particularly for families with children. 


Finally, reducing or freezing the rate of growth of minimum award wages is likely to exacerbate the increasing levels of wage and income inequality that have been occurring in Australia over the last 20 years or so. As already discussed earlier, international comparisons reveal that countries with more centralised and coordinated workplace relations systems have been able to moderate the increasing levels of inequality that nearly all industrial societies have been experiencing. They have primarily achieved this by maintaining a reasonable level of minimum wages and thus have lifted the minimum with respected to average weekly earnings. The federal government should be advancing policies that maintain this reasonable level of minimum wages, rather than advocating policies that will clearly reduce them.

Concluding remarks
In tabling the Workplace Relations Amendment (Protecting the Low Paid) Bill 2003 in the federal Parliament, the federal government purports to be improving the employment prospects of low paid award-reliant employees and those currently unemployed, as well as increasing the incentives for higher paid award reliant employees to engage in enterprise bargaining, thus improving the productivity of their enterprises and the economy as a whole. However, far from protecting the low paid, the Queensland government submits that the long-term outcome for the Australian economy should this bill become law would be a deterioration in the position of the low paid and a more rapid increase in income inequality than is already currently occurring.

The arguments of the federal government that previous safety net decisions have reduced the incentive to bargain for some parts of the economy are based on supposition and conjecture and on a misunderstanding of the motives and processes underlying enterprise bargaining in Australia. The direct connection that the federal government wishes to draw between enterprise bargaining and higher productivity is based on poor empirical analysis and spurious correlation between variables. At the same time, the reasons presented by the federal government as to why some firms have not engaged in enterprise bargaining are not well founded and represent a misunderstanding of what motivates firms in these situations.

The supposed detrimental impact on the employment prospects of the low paid and those currently unemployed from previous safety net increases advanced by the federal government, is completely rejected by the Queensland government. We submit that such propositions are based on simplistic interpretations of economic theory and are not supported by the Australian empirical evidence. We concur with the most recent decision of the AIRC that “a general assessment of employment data ... does not disclose any basis to suggest that past safety net adjustments have had significant adverse employment effects” (2003 Safety Net Review decision, Print PR002003, para 175).

The Queensland government rejects the moves by the federal government through this piece of legislation and the motives of the ACCI to further deregulate and decentralise the Australian workplace relations system as not being in the interests of the low paid or the economy.

The Queensland government rejects the notion that the current level of unemployment and the position of those who are long-term unemployed can be improved by slowing the recent rate of increases in minimum rates of pay. Reducing the relative price of wages at the bottom of the wages distribution, even if it creates a higher level of employment growth, will not necessarily provide jobs to those who are long-term unemployed while at the same time reducing the relative incomes of those who are currently employed in low wage jobs.  The federal government’s policies also fail to take into account the longer-term negative impacts of an expanded level of low-paid, unskilled jobs in the economy, including lower productivity growth, widening wage inequality and rising levels of the working poor.

The Queensland government urges the Senate to reject this piece of legislation.

� Given that changes in the real cost of labour is partially determined by changes in productivity, there is usually a secondary debate about the extent to which productivity has changed in various industry sectors. As measures of productivity are highly variable over time, parties can arrive at quite differing results depending on the time frame over which they choose to measure productivity.


� Sue Richardson (2002), “Low Wage Jobs & Pathways to Better Outcomes”, National Institute of Labour Studies, Monograph Series No 7, Flinders University, Adelaide.
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