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Executive Summary

The growth of service industries offering low-paid jobs and casual, part-time and intermittent employment has placed a growing number of working Australians and their families in poverty. There is now a significant proportion of poor families who work, but without sufficient reward to constitute a decent living.  

Wages for low-paid workers are no longer keeping pace with average wages in our society, and low-paid workers are getting left behind. Meanwhile, Australia is witnessing an explosion of low-paying jobs, with half the new jobs created over the 1990s paying less than $300 per week.

Many of these low-paid working families are found in growing LHMU service industries. Industries such as cleaning, security, hospitality and care and support services offer precarious employment with few prospects for securing a decent wage.  LHMU strives to be a voice for these low-paid workers.

We submit that there is now a crisis of low pay in Australia that requires a new societal commitment to fair wages and decent work. 

This crisis reflects  the emergence of an entrenched low-paid labour market that is becoming increasingly isolated from the experiences and gains of the rest of Australian society.
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The low-wage labour market has emerged at the intersection of two processes: 

a) the precarious organisation of much service work, with short and inadequate hours, casual work, ‘casualised’ part-time work, short job tenure, contracting and undervalued, insecure employment; and 

b) the restructuring of the industrial framework to privilege enterprise and ‘individual’ bargaining over industry standards, with a diminished ‘Safety Net’ of low wages. 

This restructuring has resulted in a mismatch between how work in service industries is organised, on the one hand, and how the industrial relations framework assumes work is organised on the other. 

Enterprise bargaining assumes some form of ‘enterprise coherence’ in which work is performed by large groups of workers employed over long periods in fixed locations. The assumption of ‘individual bargaining’ is that workers bring recognised skills and bargaining power into their employment situations and stand on an equal footing with employers. 
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Much low-paid service work, however, is performed by small groups of workers working short hours in a series of jobs. Often, intermediary contract labour firms are involved, inserting a layer in the employment chain that allows firms who contract out work to also contract out responsibility for wages and conditions. For workers lodged in precarious employment relationships, there is often no ‘enterprise coherence, no ‘individual bargaining power’, and therefore no adequate and ongoing mechanism to provide fair wages and decent work.

The low-paid labour market is characterised by two interlocking dynamics of low-pay: low hourly rates of pay, and fragmented work experiences that provide inadequate, insecure levels of employment.  In the low-paid labour market, many workers who may receive reasonable hourly rates of pay are nonetheless unable to secure adequate weekly or yearly hours of work to constitute a livable wage. More often, low-paid service workers labour under twin problems of  low hourly rates and inadequate employment.

The consequences of an entrenched low-paid labour market with low hourly pay and fragmented experiences of work in Australia go beyond employment. These consequences include poverty, inequality and disadvantage. 


Some analysts have attempted to argue that low pay does not cause poverty. In fact, the low-paid and the jobless poor are often the same people at different times in their lives, ‘churning’ through a series of poorly paid jobs and spells of unemployment. In addition, thousands of poor individuals, including children, rely on the precarious incomes of low-paid workers.

A result of the unchecked expansion of the low-paid labour market, on the one hand, and spiralling wealth at the ‘top end of town’ on the other, is growing inequality in Australia. Whilst the wages of the low paid are contained through the practices of firms competing in an unregulated labour market, and by the decisions of the National Wage Case each year, there is no restraint on the salaries, packages and payouts  of managers and executives. Low paid workers are bearing the burden of wage restraint in our society.

This burden is a real one for low-paid workers. These workers and their families  experience disadvantage in our society as a result of their low pay. They typically are unable to secure basic necessities, to participate fully in activities society expects, and to save money. 

Australians face a choice – whether to accept and foster the expansion of a low-paid labour market, or to tackle it with a new commitment to fair wages and decent work. Doing nothing will, of course, leave Australian society on the same path to poverty, inequality and disadvantage.

Measures such as targeted tax credits to increase the income, if not pay, of low-wage Australians through the Social Security system will have the same effect. Such measures provide a subsidy to low-wage employers and expand the pool of low-wage jobs.

We need a  framework for decent work that can provide fair wages and secure work to all Australians through their employment. To begin to build such a framework, we must:

i) Provide fair wages by:

· Raising minimum wages, so that all Australians receive at least a minimum wage that allows them to participate fully and with dignity in our society

· Ensure that the wages of the low-paid are linked to movements in the rest of the labour market

· Restrain wages at the top and not the bottom, by making high-paid managers and executives accountable for the impact of their spiralling salaries on inequality and prices

ii) Provide secure, adequate employment for all Australians by:

· Attacking  the proliferation of short hour jobs

· Providing greater employment security through reduced casualisation

· Ensuring that employers who receive state funds to deliver personal services must also pay adequate wages in order to reduce turnover and provide continuity of care

· Compelling  employers who contract out  labour services to be legally responsible for the wages, conditions, and entitlements of contract workers
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Introduction: A Crisis of Low Pay

The LHMU (Australian Liquor Hospitality and Miscellaneous Workers Union) represents thousands of low-paid workers in Australia. These low-paid workers are employed in some of this country’s fastest-growing service industries. LHMU has identified low pay as a critical issue facing the union and our society more broadly. As such, we applaud the timely attention of the Senate to the crucial issues of poverty and inequality in Australia.

While most adults in poverty in Australia are not in full-time paid employment, the growth of low-paid jobs and casual, part-time and intermittent employment has placed a growing number of working Australians and their children  in poverty. There is now a significant proportion of poor families who work, but without sufficient reward to constitute a decent living (Smith Family, 2001). 

Over the course of the 1990s,  wages at the bottom of the labour market failed to keep pace with movements in the labour market more generally. Low-paid workers are being left behind. At the same time, the low-paid labour market is expanding rapidly in Australia, with half of the new jobs created over the 1990s paying less than $300 per week, and 87 percent paying less than $500 per week (Gregory, Borland and Sheehan, 2001: 16).

LHMU seeks to draw the Senate’s attention to the plight of these low-paid, working people, many of whom work in LHMU industries. We argue in this submission that there is now a crisis of low pay in Australia that requires a new societal commitment to fair wages and decent work. 

In defining a crisis of low pay, we wish specifically to assist the Committee to examine more closely Terms of Reference 2a and 2b.

Term of Reference 2a calls for analysis of ‘the impact of changing industrial conditions on the availability, quality and reward for work’. 

To assist the Committee, we show how changing industrial conditions have produced an entrenched low-paid labour market in this country. This low-paid labour market, we will suggest, is becoming increasingly isolated from the experiences and gains of the rest of Australian society. Without addressing its causes and consequences, we will witness growing poverty, inequality and disadvantage in this country. 

Term of Reference 2b asks for reflection on ‘current efforts and new ideas, in both Australia and other countries, to identify and address poverty amongst working and non-working individuals and households’.

The entrenched low-wage labour market presents Australians with a choice – whether to accept the expansion of low-paid work or to articulate a path towards decent, secure employment. 

We show that we must tackle the problem of low pay head-on, with a set of strategies for decent work that provide fair wages and adequate, secure employment for all working Australians. 

Overview of the Argument

The structure of our argument about the crisis of low-pay and the need for a new commitment to fair wages and decent work is provided in Figure 1.

We begin by identifying the causes of the crisis of low pay as:

a) The precarious organisation of much service work; and 

b) The inadequacy of the current industrial framework for ensuring decent work in service industries.

The consequences of precarious work and an inadequate industrial framework are an expanding, and increasingly entrenched, low-wage labour market.

In order to understand the dynamics of low-pay within the low-wage labour market, we highlight two inter-linked groups of workers:

a) Workers paid a low hourly rate, because they are  primarily reliant on adjustments to minimum award rates provided by the National Wage Case; and

b) Workers unable to secure adequate weekly or yearly hours of work to constitute a livable wage due to fragmented employment experiences.
We conceptually separate these low-pay dynamics because they require specific strategies of response. The immediate instruments for addressing low–pay from low hourly rates and from fragmented experiences of work can differ.

The implications of an entrenched low-paid labour market in Australia go beyond employment experiences to include poverty, inequality and disadvantage. 

After examining the causes, dynamics  and implications of the low-paid labour market, we turn to an analysis of possible paths out of the low-pay crisis.
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Australian society faces a choice – whether to continue on the low-pay path, or to develop a set of strategies that will provide decent work in this country. To articulate solutions to the crisis of low pay, we examine the prospects for tackling low pay through:

a) Measures such as targeted tax credits to increase the income, if not pay, of low-wage Australians through the Social Security system; 

b) A framework for decent work that can provide fair wages and secure work to all Australians through their employment.

In assessing the relative merits of addressing low pay through employment versus Social Security, we draw on the experiences of other nations, particularly the US. We demonstrate that any effort to address low pay with targeted Social Security supplements to low-paid workers will further entrench the low-paid labour market. We outline instead the key elements of a new commitment to fair wages through a framework for decent work.

There are two main elements to this framework: fair wages, and adequate, secure employment. Our prescriptions for decent work are summarised in Figure 3.

To draw the Senate’s attention to the crisis of low-pay and the commitments required to deliver fair wages and decent work, our submission is structured into five main parts. We will:

i) Introduce LHMU as a voice for low-paid workers in this Inquiry

ii) Locate the causes of the low-pay crisis in precarious employment and the inadequacy of the industrial framework

iii) Identify the emergence and dynamics of an entrenched low-wage labour market, characterised by low hourly rates of pay and fragmented employment experiences
iv) Demonstrate the consequences of this low-wage labour market: poverty, inequality and disadvantage

v) Call for a new commitment to decent work in which all working Australians are guaranteed fair wages and adequate, secure employment. 

1. LHMU: A Voice for Low-Paid Workers 

LHMU fights for fair wages and decent work for low-paid workers, many of whom are women, part-time and casual workers, and migrant workers. We work to be a strong voice for low-paid workers.

LHMU is a large and diverse union, with members in both manufacturing and service industries. It is in our service industries that the crisis of low-pay is experienced most severely, and with long-term consequences for Australian society.

The largest groups of LHMU members are found in cleaning, security, hospitality, and a range of care and support work, including aged care, in-home care, child care and teaching assistant work.  Employment in these industries is growing at a rapid rate. 

Workers in these service industries are largely minimum-wage workers, meaning that they rely on the small annual adjustments provided in the National Wage Case. Although not all workers who get their wage increases from the National Wage Case are low-paid, at least half earn less than $13 per hour (ACTU, 2002). 

The low pay LHMU members receive in service industries reflects broader trends. It is well established that much growing service work offers low hourly rates of pay, particularly for women workers, and that real wages in these jobs are declining.

Between 1986 and 1994/5, for example,  the growth of low-paid personal and other services work, along with retail trade, accounted for the majority of growth in women’s low-wage work (Richardson and Harding, 1999: Table 4.1). 

Like personal and other services, hospitality work is a source of low-paid jobs. Hospitality industries account for only 8.6 percent of all employees, but for 12 percent of low-paid workers in a sample examined by Dunlop (2001: Table 6.2). Conversely, while government health and education accounts for 28.2 percent of all employees, only 19.4 percent of low-paid employees are found in these industries.

Many growing industries that will employ future generations of Australians are poorly-paid. Because these jobs are proliferating, there is a strong imperative to ensure that fast-growing service industries provide fair wages and decent work to Australians.

In some respects, LHMU members represent the future of work in Australia. That future is one in which an increasing proportion of workers are employed in service industries with unrecognised skills and precarious work arrangements, struggling to make a livable wage.

2. The Causes of Low Pay

Low-paid service industries are growing in Australia, as in other advanced industrial nations. Work in these industries can be organised on a precarious basis, with indirect and insecure employment relationships, and short and non-standard hours.

Yet the industrial relations agenda developed over the past two decades, and intensified by the current Federal government, does not provide suitable mechanisms to address wages and conditions in precarious, low-paid service work.

As a result of changes in the organisation of work towards greater precariousness on the one hand, and an inadequate industrial framework on the other, the low-wage labour market is expanding and becoming entrenched.

Here, we consider the twin drivers of the low-wage labour market:

a) precarious work in service industries; and 

b) an inadequate industrial framework.

We show that there is, at present, no mechanism in the industrial framework that can adequately address low pay, and identify an ‘income gap’ that is expanding in the cracks of the regulatory system.

2.1 Precarious Work in Service Industries 

LHMU represents workers who have short hours, casual or ‘casualised’ status, short job tenure, indirect employment relations involving contracting relationships and undervalued work.

To be clear about how these arrangements cause low pay for workers, it is important to underline the consequences of each form of precarious work.

Short Hours 

Over a third of LHMU members work less than 30 hours per week. 

Workers who work short hours do so because this is how the work is organised. Contract cleaning, for example, is an industry which overwhelmingly offers work on a short-hour basis. 

Half of contract cleaners in LHMU work less than 30 hours a week, with 1 in 4 working less than 20 hours. 

The short hours that cleaners work are a result of the constant squeeze exerted by employers who seek to cut costs by intensifying work. A recent survey of LHMU members in a range of industries revealed that most cleaners had experienced a marked increase in work levels over the previous 12 months. One part-time cleaner summed up the problem in this way:

“My hours are currently under review. I currently work an 11-day fortnight but they are now saying 7–day fortnight which means that my hours will be cut but the same amount of cleaning will be required at the same standard for less money”.

When workers are already on a low wage and cannot secure adequate hours of employment, they face serious financial distress.

Cleaning is clearly an extreme example of a larger trend towards short-hour work which makes it difficult for a range of Australians to piece together a living. 

Casual Work 

Almost 40 percent of low-paid workers are casuals (Dunlop, 2001: Table 6.2).

Casuals are now 27 percent of all Australian workers up from 13 percent 20 years ago.  Casual work is over-represented in LHMU industries. For example, rates of casualisation in hospitality were more than double those in the labour market more generally in 2000 (Campbell, 2002: Table 2)
Casual jobs are no longer a small proportion of jobs that fill emergency staffing needs. They can be part-time or full-time, short or long-term, and the average length of casual employment is increasing as casualisation penetrates full-time work (Campbell, 2002: Table 1). Yet in general, casuals tend to have part-time hours. 
Many casuals would like permanent status. One LHMU member working as a security guard said:

“I  do part-time hours and I’m getting paid as a casual. I’d like to be either permanent part-time and have security, and would also prefer full-time work, but as a casual employee, the employer doesn’t even want to know you, in gaining permanent work”

The insecurity of casual work can prevent workers from securing sufficient hours to make a living. A food and beverage attendant in a hotel describes this problem, reporting that:

“I have been in my casual job for 17.5 years and you would think they could offer me permanent or part-time. As I say, I’m casual and there is no hours for me this week and none in my usual job since 2 months. I have to change departments all the time to try and make hours”
While casuals do not always work short hours, it is the insecurity and arbitrary nature of rostering that can leave them with inadequate pay.

In addition to this insecurity, by definition, casuals do not receive paid leave. While the casual loading is designed to compensate for this, casuals are nonetheless required to use already low wages to pay for periods of emergency and recreational leave. 

To obtain the types of leave necessary to maintain health, well-being and achieve full participation in society, casuals must stretch an already meagre wage even further.

Without permanency, and in addition to the low hourly rates of pay that accompany weak bargaining power, casuals experience an insecurity of hours and no paid leave. In combination, these characteristics of casual work put extreme pressure on the hourly wage to cover the cost of living.

‘Casualised’ Part-time Work

Part-time work should be secure, permanent work. Instead, the boundaries between part-time and casual work are blurring, with part-timers in LHMU industries increasingly subject to insecure working conditions without adequate compensation.

Part-time workers are 43 percent of workers who are paid a low hourly rate, but are only 1 in 4 workers in the labour force (Dunlop, 2001: Table 6.2).

Workers in many service industries are employed on a permanent part-time basis but with no security of hours.

Often, rosters for part-timers are made on a weekly basis. This means that employers get flexibility without having to pay the casual loadings that are designed to compensate for this insecurity. 

In addition, employers can avoid paying overtime by scheduling part-time work on an ad-hoc basis, because ‘regular’ hours may be 25 hours one week, and 35 the next. In the second week, if the roster were truly permanent, the worker would receive 10 hours overtime. 

The degradation of part-time employment into ‘casualised’ work intensifies the problems that part-time workers experience, adding short, insecure hours without adequate compensation to already low hourly rates of pay.

Short Job Tenure

Levels of staff turnover within low-paying service industries are high. 

Of particular concern is turnover in industries such as child-care, in which continuity of employment underpins the continuity of care that children receive. 

In many LHMU industries, workers respond to low-pay and  insecure hours by ‘voting with their feet’ to other jobs and industries. This has created a crisis of retention of care and support workers. 

In publicly funded care and support work such as child-care, employers are constrained because governments control the funding that pays for higher wages and improved conditions. 

In other high-turnover industries such as hospitality and cleaning, employers choose to crisis-manage a low-wage path instead of pursuing a  high-wage path to stabilise labour supply.

For workers, short job tenure means churning between low-paid work and unemployment, and negotiation of a series of jobs offering low-pay, poor career paths, and little opportunity to develop skills.

Contracting 

Workers in LHMU industries such as cleaning and security are often employed by contract companies. In addition to low hourly rates, contract workers can also be deprived of important entitlements such as paid holidays, sick leave, and long-service leave. 

Security of leave entitlements for contract workers often depends on the security of the contracts for their services. LHMU’s research reveals a great deal of concern amongst cleaners and security guards about access to paid leave.

“At the moment if I change security firms because the client changes security firms but wants to retain my services, I lose all accumulated sick pay and long service leave” (Male, Full-Time Security Guard)

“I’ve worked at the same university for 5 years but will not be entitled to pro-rata long-service leave for another 3.5 years because of two different contractors”  (Male, Full-Time Cleaner)

This situation makes contract workers, like casuals, dependent on their hourly wage to cover recreational and emergency leave.

Undervalued Work

LHMU represents workers in a range of female-dominated caring and support industries, including child-care, homecare,  aged care and teaching assistant work. LHMU members care for people from the cradle to the grave. Care and support workers in LHMU, however, are underpaid and undervalued.


The caring skills that are required to carry out this work have historically been unrecognised, perhaps because they have been considered to be somehow innate in women. In addition, inadequate Federal and State funding for care and support work suppresses wages for providers of care.

These workers are responsible for the well-being of the very young and the frail elderly. It often comes as a shock to the parents of children in long day-care centres and the families of those in aged care facilities to learn that those who care for their family members are in fact minimum wage workers. 

In response, LHMU is using the work value, and where available, state-based pay equity principles to raise wages. However, while these principles allow us to make gains for workers, there is little ‘slack’ left in the award system to allow significant gains.  Once we have reversed the effects of historic undervaluing and discrimination, there is no ongoing, adequate mechanism to raise wages and address insecurity.

Low-pay in these industries does not only constitute a crisis for workers. It also constitutes a looming crisis for providers and consumers of care, who struggle to retain staff who cannot make a livable wage from care work. High turnover in these industries prevents children and the frail elderly from receiving the continuity of care that they need. 

This is a crisis that must be addressed with the provision of fair wages and decent work for care and support workers.
2.2 The Inadequacy of the Industrial Framework

The current industrial framework limits the gains in wages and conditions that can be made through the award system, and instead encourages workers to engage in enterprise or ‘individual’ bargaining. The framework encourages bargaining irrespective of the specificity of work and the levels of bargaining power that accompany different forms of work organisation. 

However, much service work departs from the traditional model of industrial organisation that appears to underpin the current Australian industrial relations framework. As we have noted, much low-paid service work offers short hours, casual jobs, ‘casualised’ part-time work, short job tenure, insecurity due to contracting and is undervalued. 

Here we consider how enterprise bargaining, the National Wage Case, non-union agreements and ‘individual bargaining’ suppress wages at the bottom, given the precariousness of much service work.

The Limits to Enterprise Bargaining

Bargaining at the enterprise scale assumes some coherence of the enterprise itself. That is, enterprise bargaining is most suited where workers are employed in large establishments providing long-term employment in fixed locations.

This sort of enterprise coherence does not exist in many service establishments which are characterised by indirect employment relations, the dispersal of workers in the same industry across many establishments, and high rates of casualisation and turnover. 

Indirect employment relationships through subcontracting arrangements 

Subcontracting arrangements make enterprise bargaining difficult because the employer for whom workers perform their labour is not in fact the direct employer with whom workers are legally able to bargain. Firms that subcontract work are the de facto employers of workers such as cleaners, security guards and caterers. They determine how they would like the work to be performed, and the contracting procedure determines the price that will be paid for the work. 

This is because labour is the primary cost in the provision of contract labour services. As a result, contract companies compete for contracts on the basis of wages. Without a level playing field, contractors engage in a race to the bottom of labour standards in order to secure work. Where enterprise bargaining is effective in lifting standards for low-paid contract workers, increased wages can make individual service providers uncompetitive. This situation makes it difficult to bargain higher wages without jeopardizing the contract itself, and therefore, the viability of firms and employment of members. 

It also makes bargaining an inefficient mechanism for raising wages within particular industries, because enterprise agreements that cover contracts at particular sites may have a relatively short lifespan.

In reality, it is the principal company that controls whether the contract company is awarded the contract, and therefore how much can be paid in wages. However, the current framework does not allow this company to be drawn into bargaining.
Workers are dispersed across many small establishments

Dispersal of workers such as cleaners, security guards, and child-care and aged-care workers across many small establishments similarly renders enterprise bargaining an inefficient mechanism for raising wages. 

Such an approach is resource-intensive and fragmented, because it involves initiating bargaining at numerous small sites. Enterprise bargaining cannot deliver coherent industry standards to both employers and employees when workers are dispersed across many small workplaces.


Workers are employed on an insecure, high-turnover basis

When workers feel insecure at work, the power of employers is maximised and workers’ bargaining power is limited. 

Casual workers in high-turnover industries are particularly vulnerable to arbitrary discipline and dismissal, and as such tend to have weak bargaining power. As a result, it is difficult to bargain a good agreement and wages are suppressed.

In addition, the wisdom of enterprise agreements for sites with high turnover must be questioned. In this approach, it is possible for small groups of casual workers to agree, from a weak bargaining position, to a program of wages and conditions that will endure long after they have moved on.

For all of these reasons, site-by-site enterprise bargaining is precluded practically, if not legislatively, for much growing service work. Enterprise bargaining offers few opportunities for raising the wages of low-paid service workers.

Wage Restraint at the Bottom: the National Wage Case

Because effective enterprise bargaining is precluded in much low-paid service work, thousands of workers are reliant on the small increases provided through the National Wage Case.

The National Wage Case delivers important, but insufficient, increases for low-paid workers. As a result, LHMU members have consistently expressed dissatisfaction with the outcomes of the Case.

The Case delivers inadequate increases to members because the Australian Industrial Relations Commission (AIRC), which determines the increase, is required to judge the needs of low-paid workers for a higher-wage against the possible effects of a wage increase on inflation. 

This means that while the AIRC regularly agrees that low-paid workers struggle to make ends meet and require significantly higher wages, the Commission ultimately restrains wages at the bottom because of fears that stronger increases will raise inflation. These fears in part stem from the absence of any mechanism for the Commission to restrain wage growth at the top of the labour market and prevent further inflationary pressure. As a result, the National Wage Case puts the burden of restraining inflation through wage growth squarely on the backs of low-paid workers.


The small annual increases delivered by the AIRC have been insufficient to increase real wages at the bottom of the labour market, or attack the rising inequality of incomes that now characterises Australian society. 

Non-Union Agreements and Individual Contracts

Where bargaining does occur,  in some cases, firms have sought to use non-union enterprise agreements. In our experience, non-union agreements are a mechanism that allows employers to undercut awards, and therefore lower pay. 

Non-union agreements reduce wage costs through ‘pay averaging’.  Pay averaging is designed to avoid the purpose and value of penalty rates assessed by industrial tribunals to be part of a Safety Net of minimum wages and conditions. In some cases the device has been so blatant that the ‘pay averaging’ proposals have been rejected by the AIRC as demonstrably failing the ‘no disadvantage’ for certified agreement-making. In other cases, such agreements have been certified by the Commission. 

‘Individual’ bargaining, it perhaps goes without saying, is not suited to industries where workers do not bring recognised and quantified skills to the labour market and so are easily replaced. Time and again in LHMU industries, workers have been effectively required to sign Australian Workplace Agreements which undercut award wages and conditions, in order to secure or maintain employment or adequate shifts.

In the West Australian cleaning industry individual contracts allowed small contractors to undercut industry-standard wages and conditions over the course of the 1990s . Workers were required to sign these individual contracts in order to secure employment. Because, as noted,  firms compete for work on the basis of labour costs, the practices of a select few firms were then widely adopted across the sector. Wages and conditions entered a downward spiral to the lowest common denominator.

Non-union agreement making has not served the interests of low-paid workers.

2.3 The Income Gap in the Regulatory System

The focus of the industrial framework on enterprise bargaining without adequate mechanisms for raising industry standards has created cracks in which low-paid workers fall. The regulatory system has promoted an ‘income gap’ over the past 10 years.

The inequality that is created between workers who can bargain and those who can’t  has been well-illustrated. The ACTU, for example, demonstrates that over the 1990s the gap between award and average wages has opened dramatically (ACTU, 2003a: Figure 3.11).

This gap can be illustrated by comparing how a two groups of workers within LHMU have faired over the past decade. This analysis is set out in Figure 2, with a case study of comparable workers in the wine and cleaning industries of South Australia. 

The analysis shows that after 10 years of enterprise bargaining in the winery, production workers’ wages have improved substantially. Meanwhile in the cleaning industry, where enterprise bargaining is practically precluded, workers’ wages have been suppressed.

The gap that opened between the wages of these comparable workers is in the order of $120 per week. This is despite significant productivity gains in the cleaning industry secured by work intensification. As a result, the pay of the contract cleaner is not only reduced by a suppressed hourly rate, but by reduced hours of employment.


3. The Dynamics of the Low-Wage Labour Market

Our analysis thus far has shown that precarious work is proliferating in low-wage service industries without any adequate mechanism to ensure fair wages and adequate, secure employment.

In sum, many low-wage service workers labour under a double burden: low hourly rates of pay, and fragmented, insecure employment. 

3.1 Low hourly Rates of Pay

Low hourly rates have a number of causes including: weak bargaining power; the race to the bottom of labour standards that results from contracting relationships; unrecognised skills; and historic discrimination against women, particularly those in caring and support work. 

In the absence of any realistic mechanism to raise the wages of low-paid workers within the current industrial relations framework, these processes suppress wages at the bottom of the labour market. 

3.2 Fragmented, insecure employment

Fragmented, insecure work prevents workers from stitching together enough weekly and yearly hours of work to constitute a livable wage.

Fragmented, insecure work serves to reduce work to a minima of hours, give workers little security or control over hours, prompt ‘churning’ between jobs and unemployment, and deprive workers of leave entitlements. 

All of this leaves workers dependent on a limited and insecure number of work hours that must stretch to provide daily necessities as well as the time to recuperate and participate in family and community life that is usually secured through leave entitlements.

Again, there is no adequate mechanism in the current industrial framework to raise standards for the precariously employed.
3.3 An entrenched low-wage labour market

This double burden of low hourly rates and inadequate levels of employment indicates a low-wage labour market that is becoming segregated from the rest of the labour market. 

This segregation is exemplified by the failure of the low-wage labour market to enjoy the gains made within the broader Australian labour market. Wages at the bottom of the labour market are no longer rising with average wages or with productivity, and many low-paid workers are suffering declines in their real hourly earnings. 

Over the course of the 1990s as work became more precarious and as the industrial framework shifted towards enterprise and ‘individual’ bargaining:

· real hourly wages for the low-paid as a group stagnated while average wages grew

· real hourly wages for the lowest-paid within the low-wage labour market declined substantially

· real weekly wages for the low-paid declined substantially.

Dowrick and Quiggin (2003) show that real wages for the low-paid have not risen over the 1980s and 1990s. Instead, they declined during the Accord years, and then fluctuated around an already suppressed stagnant level. 

Over the same period,  both productivity and average earnings grew strongly (Dowrick and Quiggin, 2003: 18-19). The low-paid, then, have been hived off from the rest of the labour market and have not enjoyed the gains made by other workers over the period.

When the labour market is divided further, into deciles of  hourly earnings, the picture is even more stark. The lowest-paid have faired the worst in hourly wages. Between 1990 and 1997, members of the bottom ten percent of the labour market suffered an 8.4 percent decline in their hourly earnings. Meanwhile, those in the top 10 percent saw their earnings increase off an already high base by a further 10.5 percent (Watson, 2002: 98).

When weekly hours are considered, low-paid workers faired even worse over the 1990s, because of the short and insecure hours they were increasingly offered. During this time, the real weekly earnings of low-paid service workers declined quite dramatically. Along with sales and clerical workers, elementary service workers suffered a 14.4 percent decline in real weekly earnings, while those of managers increased by 41.5 percent (Borland, Gregory and Sheehan, 2001: 8).

There is at present no mechanism, other than the market, to ensure that the standard of living of the low-paid rises with trends in the labour market in general. All available evidence, however,  is that the ‘market’ itself will not distribute gains to the low-paid. 

4. The Consequences of Low Pay

We have so far identified the emergence of an entrenched low-wage labour market with two inter-linked dynamics of low-pay. Here we consider the consequences of low-wage work for poverty, inequality and disadvantage in our society.

4.1 Poverty

It has been argued by some that low pay is not the primary determinant of poverty, since the poor are usually located in households without a wage earner. In this view, it is unemployment and not low-pay that accounts for the majority of poverty.  Further, the low-paid can be located in households with above-average total income levels. As a result, it is suggested that raising pay through higher minimum wages is a ‘blunt instrument’ with which to deliver higher household incomes. Instead, low wages should be accepted, and incomes should be raised through the Social Security system (e.g. Dawkins et al., 1998; Dawkins, 2002).

There are a number of reasons why the ‘blunt instrument’ argument is wrong. We cannot, in fact, fight poverty without raising pay. This is because the crisis of low pay contributes strongly to poverty in our society in at least five ways.

Low Paid Workers are the Jobless Poor

First, it is true that 55 percent of people who are poor live in a household without a wage-earner (Smith Family, 2001: Table 5). A static portrait of poverty might, therefore,  lead us to privilege income supplements to the unemployed as the primary policy response to poverty. A dynamic picture of poverty, however, shows that unemployment is itself strongly linked to the low-wage labour market.  As noted, low-paid workers tend to ‘churn’ through a series of low-paid jobs interspersed with periods of unemployment (Dunlop, 2000). As such, the unemployed and the low-paid are often the same people at different times.

Low-paid workers are also the jobless poor.  Addressing the crisis of low pay by providing fair wages and decent work is in fact addressing the needs of the poor who are located in households without a wage earner. 

The Wages of the Low-Paid Support the Poor

Second, there is in fact a large proportion of poor people living in households with a wage earner (45 percent, according to Smith Family, 2001: Table 5). Twenty-nine percent of these individuals live with one part-time or full-time earner, with the remaining 16 percent living in a household with two earners. 

The wages of the low-paid do, therefore, support the poor. Ensuring that workers have both a fair wage and decent, secure work is necessary if we are to attack poverty for the 45 percent of poor people living in households with a wage earner.

Low-Paid Workers are in Low-Income Households

Third, people who earn low pay are, in fact, generally found in households which have a low income. According to Richardson and Harding (1999: 137),  a disproportionate number of minimum-wage workers are found in the bottom three to four income deciles of households in the workforce. 


As such, raising pay is an important step in raising standards for low-income households, and cannot be said to be a ‘blunt instrument’ at all. This means that raising pay can, of course, help to lift households out of poverty.
Low-Paid Women Cannot Rely on Partners’ Incomes

Fourth, the ‘blunt instrument’ assumption that low-paid workers are sometimes part of high-earning households applies primarily to female workers who are deemed to be ‘second earners’.  The assertion is that being located in households with higher incomes ensures that such workers are not in poverty and are therefore not in need of higher minimum wages.  

Even where low-wage women are located in households with higher incomes, the assumption that their poor remuneration is acceptable is wrong on two counts:

i) Such an assumption contains the outmoded view that women should earn less in the sphere of work because of their position within the domestic sphere. On the contrary, to ascribe a monetary value to women’s work by judging their needs against a male partners’ income is to discriminate against women. 

ii) The ‘second earner’ issue applies only to a proportion of low-paid women workers, and at certain periods of their lives (when partnered). Almost one quarter of LHMU women, for example, are in fact the principal breadwinner, often relying on low-paid and inadequate work to support households. 

For reasons of both equity and survival, there is a strong imperative to raise the pay and address the insecurity found in much female-dominated work in the low-paid labour market.

Low-Paid Workers Become Retirees

Fifth, persistent low wages do not only prevent people from obtaining basic necessities and from participating fully and with dignity in Australian society. In addition, persistent low wages project disadvantage into the future, because low-paid workers cannot contribute adequately to their retirement. Mitchell (1999) identifies a group of ‘peak earners’ aged 25 to 34, who should be reaching the peak of their earnings growth, but are in fact low-paid. She finds that self-contribution to superannuation is low amongst this group, and that these workers ‘are at risk of accumulating disadvantage over their working lives, (which) may eventually spill into their retirement years (Mitchell, 1999: 174).

The low pay crisis undoubtedly contributes to increasing poverty in Australia. We need to raise pay to alleviate poverty. 

4.2 Inequality

Because the stagnation of pay and growing insecurity are largely limited to the bottom of the labour market, Australia faces a future of increasing inequality. 

As the low-paid labour market has expanded, so too have incomes at the top of the labour market. Although the wages of our lowest-paid workers are closely regulated, firms are able to award significant pay increases to select individuals with little community oversight. This lack of regulation is most clearly reflected in the large payments made to corporate leaders both during, and upon termination of, their employment.

In November, 2002, for example, the Australian Financial Review reported that the incomes of Australia’s top 100 CEO’s grew by 38 percent over the year, to over $2 million per year. At the same time, newspapers reported the enormous payouts made to outgoing CEO’s such as the $30 million and $18 million paid out by Suncorp and BHP Billiton (respectively). 


These trends prompted the Prime Minister and Minister for Workplace Relations to express concern about the lack of restraint at the top of the labour market, because it sets a ‘bad example’ for workers (Robinson, 2002). The assumption that managers and executives will voluntarily restrain their wages in order to set a ‘good example’ highlights the absolute irrationality of a system that cannot regulate rampant excess at the top.

In 1976, CEOs earned approximately 3 times the average wage in Australia. Today, exorbitant salaries, share options and bonuses put CEO salaries at 30 times the average wage (cited in NSW Labor Council, 2002).

Excess at the top, and wage containment at the bottom of the labour market exemplify a larger trend towards wage inequality in Australia. It is important to emphasise that in the current industrial framework, it is only wages of the low-paid that are restrained to off-set inflation. Our current industrial framework is therefore forcing the low-paid to bear the brunt of concerns about inflationary pressure, whilst the over-paid take no responsibility for the impact of their pay on prices. The low-paid struggle to makes ends meet under this pressure, and it is insufficient to call upon those at the top to ‘set a good example’. 

4.3 Disadvantage

Low-paid workers experience hardship and social exclusion as a result of their employment experiences. 

Each year, LHMU members testify in the AIRC as part of the National Wage Case. Each year, they report on the way in which their low pay prevents them from securing basic necessities, and from participating in the activities of our society more broadly.

This testimony is available as part of the ACTU Minimum Wages Case Submission (ACTU, 2003b) and so is not reported at length here. We do, however, highlight the story of one LHMU member who contributed testimony to the Case.

Maria Corral is a 30-year old married mother of one son (Martin). She earns $614.40 per week, or $487.38 after tax. Her testimony exemplifies the difficulties that low-paid workers repeatedly identify. 

Maria works as a food and beverage attendant in the hospitality industry, a job she has held for four years. Her partner is employed casually and their incomes support Maria’s pensioner mother. The three generations of people in the household share a 2-bedroom flat. Maria reports to the AIRC that:

“We would love to buy a house for Martin to have a backyard and if we have any other children. However, based on our current incomes and the fact that my husband is not in permanent employment, neither of these are likely to happen”

‘I would like to get private health insurance but just can’t afford it. My teeth need to be fixed but I am scared to go to the dentist in case it costs a lot of money’

“We try to go on holidays at Christmas time each year but did not go last year because of my husband’s redundancy and now being causal he doesn’t receive any holiday pay’

‘I do not save enough money to save anything for emergencies. Each fortnight I go to a loan company who will cash a cheque before pay day. By the time I receive my pay it is already half spent. This is a vicious circle I can’t break’
The problems that Maria faces as a low-paid worker with a partner who is employed casually are prevalent in our society. These problems include an inability to secure necessities, to participate fully in the society, and to save money that can be used in inevitable emergencies. 

As Maria notes, there is no ‘circuit-breaker’ for these problems. Instead, there is an emerging infrastructure to support the working poor in poverty, including extension of extortionate credit to the low-paid. ‘Payday lending’ is but one indicator of the new struggles that Australian workers face (see Wilson, 2002).

The ABS now reports on such hardships, and finds that almost a fifth of Australians cannot go out once a fortnight, and over a quarter cannot have a week’s holiday away from home once a year. Almost a fifth of Australians cannot raise $2000 in an emergency (ABS Cat 4102.0). In addition, in any one year, 30,000 low-income working households go without meals or can not afford to heat their homes (ABS Household Expenditure Survey, cited by ACTU, 2002).

5. The Choices we Face

 At present, low hourly pay and precarious work are proceeding largely unchecked. This is because our regulatory framework offers few tools to raise wages and increase security for Australia’s lowest-paid workers. 

Some commentators would suggest that the needs of the low-paid should in fact be met through the Social Security system, and not through our country’s industrial framework. For the first time, we are hearing calls for a form of tax credit targeted specifically to the low-paid, along the lines of the US Earned Income Tax Credit (EITC) (Dawkins et al., 1998; Dawkins, 2002; Beazley, 1998; ALP, 2002).

LHMU believes strongly that the answer is not to ask the Social Security system to accommodate the failure of the industrial framework to deliver fair pay, but rather to reimagine how we can provide decent work with fair wages and adequate, secure employment.

This is for two broad reasons that we will elaborate. First, tax credits entrench low-paid workers in a low-wage labour market, rather than elevate them out of it. Second, we have demonstrated that low hourly pay is only one of the important dynamics driving low pay. The other set of dynamics is the precariousness of work that many low-paid people face. We need more than a pay and income strategy to solve the crisis of low pay, we need a robust working life framework that can deliver not only fair wages, but also decent work.

5.1 The Poverty of a Social Security Response to Low Pay

To demonstrate the poverty of a Social Security response to low pay, we examine the consequences of the US tax credit scheme – the EITC. The UK offers a similar scheme. The Working Tax Credit (WTC) modifies the earlier Working Families Tax Credit (WFTC)  – the UK’s first welfare program for working people without children.

The EITC and WTC provide tax refunds to low-income families that derive their income primarily from wages, rather than welfare. As household incomes increase from work, the tax credit is reduced and phased out. 

On the surface, these tax credits would appear to be part of a useful progressive tax system. In reality, they contribute to the expansion and entrenchment of the low-wage labour market, as evidence from the US attests. It is probably too early to show empirically how the British system has contributed to low-wage employment, but we can expect the same results to emerge.


US economist Jared Bernstein explains how the EITC helps entrench low-paid work (Bernstein, 2000). First, it artificially suppresses wages. Employers no longer have to provide a livable wage to attract potential employees, because the government makes up the difference between unlivable and livable pay. In effect, the government is transferring money directly to low-paying employers, because these employers save money by not having to pay higher wages to attract staff.  This subsidy does not only go to struggling small businesses, it goes a range of large multinational  firms, including fast-food and hotel chains.

The subsidy has the effect of expanding the low-wage labour market in this way. The expansion of the low-wage labour market then entrenches the constituency for tax credits, rather than limiting it. That is, because there is no effort to address the sources of low pay, low paid workers proliferate, and the government must expand the tax credit. Without addressing the causes of low pay, the government is tied into providing supplements for an ever-expanding population of working poor people. Bernstein’s analysis of the EITC makes good sense. It explains why the cost of the EITC has blown out dramatically in the US in the past several years since it was expanded.

In addition to expanding a low-wage labour market by subsidising low-paying employers, tax credits further exacerbate some of the characteristics of low-paid work which render it low-paying and allow it to be organised as insecure precarious work. That is, tax credits treat the symptoms of low pay in a way that actually make the original complaint worse for government and for the economy. 

This is because government acceptance of low-pay discourages firms to increase productivity through investment in skills development, service quality and innovation. Instead, it promotes reliance on competition through wage reductions. 

We have seen the results of such an approach to competition in LHMU contracting industries such as cleaning and security. In these industries, firms engage in a race to the bottom of labour standards, providing low-paying and precarious work. This approach in turn promotes inefficient production and retards skill formation. Without being able to improve their skills, and without opportunities to move through some form of skill-based career path, low-paid workers are trapped with few opportunities to move out of the low-wage labour market.

LHMU strongly rejects any efforts to raise the incomes of the low-paid through targeted tax credits to the low-paid employed. Such measures respond to the failure of the industrial system to produce adequate incomes by shifting the responsibility for pay from firms to the government.

This is not to suggest, however, that there is no role for the tax system in supporting the needs of low-paid workers. The Family Payments scheme is up to the task of meeting the needs of low-paid workers. There is no need to provide a new scheme that separates working from non-working households to ensure adequate incomes to lift families out of poverty. Instead, attention should be paid to ensuring that the income thresholds at which tax relief is provided do not promote poverty traps or employment disincentives. 

5.2 Reimagining Decent Work with Fair Wages and Secure Employment

Poverty must be addressed with a response to low pay.  Instead of attempting to adjust for the failures of our industrial framework using roundabout measures that actually entrench the problem, we need to go straight to the source of the low pay crisis. 

As a society, we must address the low-pay crisis with a framework for decent work which allows all Australians to participate fully and with dignity in the society. This framework must attack the double burden of low hourly rates and fragmented, insecure work with fair wages and with adequate, secure employment. LHMU’s decent work framework is outlined in Figure 3.

Fair Wages

Achieving fair wages in our society in part depends on our ability to raise wages at the bottom of the labour market. We must ensure that low-paid workers enjoy the gains of the labour market as a whole. If we are to ensure that the wages of the low-paid move with the labour market more generally, we need also to prevent unnecessary inflationary pressure. This requires that we restrain wages at the top of the labour market, not at the bottom. 

Raise Minimum Wages

First, we must provide higher minimum wages to the low-paid. There has been significant debate about whether a negative consequence of higher minimum wages could be higher unemployment. Empirical evidence about whether low paid workers can be priced out of the labour market and into unemployment varies. Dowrick and Quiggin (2003) review the evidence and conclude that there is no clear finding that higher minimum wages do or not have a disemployment effect. 

Empirical evidence about the links between wages and disemployment is one way to examine the question of the impact of minimum wages. Another way to examine this question is ask why we, as a society, would choose the ‘low road’ path to job creation exemplified by the US model (see Mishel and Schmitt, 1995). 

Figure 3: LHMU’s Decent Work Framework
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In this approach, employers are encouraged to take on more workers by minimum wages that are set nationally at sub-poverty levels. Again, we must question why it is the low paid who are asked to bear the brunt of the hypothesised disemployment effects of high wages, whilst a direct subsidy is made to low-wage employers.  

In order raise minimum wages, we must systematically reassess what it takes to participate in Australian society fully and with dignity. The AIRC does not purport to make such a reassessment in its annual National Wage Case deliberations. Indeed, Australia has not had a minimum wage calculated on an analysis of household budgets since the Basic Wage, derived from the original Harvester judgement, was abandoned in 1967.

An example of such an assessment of what it takes to live in Australia is the Budget Standards project conducted by the Budget Standards Unit (BSU) of the Social Policy Research Centre (Saunders, 1998).   The BSU calculated a ‘modest but adequate’ benchmark for a range of household types to be able to live with dignity in our society. The ‘modest but adequate’ income for single person renting private housing in 1998 has since been indexed by ACOSS for inflation (ACOSS, 2003: 10). The weekly wage required is $550 per week. This is considerably higher than the current pre-tax minimum wage of around $430 per week.

Link Low Pay to Broader Wage Outcomes 

Second, once a fair benchmark for minimum wages is established, the wages of the lowest paid workers must be linked with wage growth in the rest of the labour market if we are to maintain a relatively equal society. 

As noted already, wages at the bottom have been severed from movements in wages more generally. Ironically, it is only the lowest paid – those who can least afford it -- who are subject to wage restraint.  The wages of the lowest-paid should be linked to movements in wages more generally.

Restrain Growth at the Top, not the Bottom

Third, it is unjust that only the wages of the lowest-paid workers are subject to community scrutiny and wage restraint. This has allowed the wages of our highest paid managers and executives to rise unchecked. The LHMU calls for a new commitment to restrain the excessive wages of managers and executives. Low-paid workers must have their incomes and expenditure patterns inspected in the annual ‘Living Wage Case’ in order to receive a pay rise. Why should the incomes of the high-paid not be  subject to similar inspection in an ‘Excessive Wage Case’?


There is clear community support for such restraint, and we cannot rely on these highly-paid individuals to set a ‘good example’.

Instead, we call on the Senate not just to investigate the problems of low-pay, but also to initiate a review of excessive salaries in a range of corporate and public arenas. Such a review must provide a concrete and workable mechanism to restrain inflationary wage growth at the top of the labour market. 

Adequate, Secure Work

We have shown in our analysis of the dynamics of low pay that attention to hourly wages means little if employers can continue to organise work in a way that prevents people from piecing together an adequate income.

At present, employers can offer workers short and variable hours without redress. They can choose to employ any proportion of their staff as casuals without any job security, without certainty of hours and therefore pay, and without leave entitlements. They can provide important public services such as child-care, in-home care, and aged care with a low-wage, high-turnover workforce that can provide little continuity of care.

Employers can also contract out important service functions like cleaning, security, and catering. They can then encourage contract companies to compete in an unregulated market for work, driving down wages and intensifying work, as contractors squeeze hours to secure contracts, but require the same standard of service from their employees in less time.

As a society, we need to decide if we want fair wages and decent work, or unjust wages and insecure patterns of employment. We cannot rely on employers to voluntarily change their employment practices, which are often rational responses to competitive pressures in an unregulated labour market. 

If we want to seriously address the precariousness of work, we must develop a rational framework to provide Australians with a secure, decent working life. This requires that we develop mechanisms that can do 4 things:

Attack the proliferation of short hour jobs

Thousands of LHMU members and other low-paid service workers work short hours because this is how work in their industries is organised. Often workers perform the same amount of labour in ever shrinking shifts. Decent work must include a workable floor on the minimum hours which workers are offered by employers.

Provide greater employment security through reduced casualisation

At present, employers can transform secure, permanent employment into casual work with almost no redress. That almost 30 percent of working Australians are casuals is testament to the size of the problem, which as noted, is double the scale in industries such as hospitality. Limiting casualisation must be a priority within any effort to provide decent work in this country.

Attach wage and condition standards to public funds used for care and support work
Both consumers and providers of care need employers who receive state funds to deliver personal services to pay adequate wages. Only adequate wages will reduce staff turnover and provide continuity of care for consumers. At present, both public and non-profit providers of care can use state funds to employ care workers on sub-standard conditions. Government funding for care and support work must be sufficient to ensure decent work, and must be targeted to provide fair wages and adequate, secure employment.

Hold employers who contract out accountable

At present, employers can contract out responsibility for the wages and conditions of workers such as cleaners and security guards who perform work at their establishments. Employers should not be able to contract out responsibility when they contract out work. A new commitment to decent work requires that employers who contract out  labour services assume legally responsible for the wages, conditions, and entitlements of contract workers.

Conclusions: Towards Fair Wages and Decent Work

We have argued that Australia faces a crisis of low pay for which there is no adequate solution within the current industrial and social policy framework. LHMU members in low-paid service industries are bearing the brunt of this crisis. 

The experiences of our members in these jobs represent the future for Australian workers unless we make, as a society, a new commitment to fair and decent wages. This is because low-paying, precarious service industries are growing without any rational framework that can improve pay and security over the course of our working lives.

In reimagining fair work and decent wages,  we have made a number of recommendations for a decent work framework, that would allow us - as a society - to effectively deal with the crisis of low-pay. Our recommendations are that we:

i) Provide fair wages by:

· Raising minimum wages, so that all Australians receive at least a minimum wage that allows them to participate fully and with dignity in our society

· Ensure that the wages of the low-paid are linked to movements in the rest of the labour market

· Restrain wages at the top and not the bottom, by making high-paid managers and executives accountable for the impact of their spiralling salaries on inequality and prices 

ii) 
Provide secure, adequate employment for all Australians by:

· Attacking  the proliferation of short hour jobs

· Providing greater employment security through reduced casualisation

· Ensuring that employers who receive state funds to deliver personal services must also pay adequate wages in order to reduce turnover and provide continuity of care

· Compelling  employers who contract out  labour services to be legally responsible for the wages, conditions, and entitlements of contract workers.
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‘In our experience, non-union agreements are a mechanism that allows employers to undercut awards, and therefore lower pay.’








‘Time and again in LHMU industries, workers have been effectively required to sign Australian Workplace Agreements which undercut award wages and conditions.’





‘We cannot…fight poverty without raising pay…the crisis of low pay contributes strongly to poverty in our society.’














‘As a result of changes in the organisation of work towards greater precariousness on the one hand, and an inadequate industrial framework on the other, the low-wage labour market is expanding and becoming entrenched.’








‘The wisdom of enterprise agreements for sites with high turnover must be questioned [when] it is possible for small groups of casual workers to agree, from a weak bargaining position, to a program of wages and conditions that will endure long after they have moved on.’





‘Enterprise bargaining offers few opportunities wages of low-paid service workers’


























































































































‘Many growing industries that will employ future generations of Australians are poorly-paid… there is a strong imperative to ensure that fast-growing service industries provide fair wages and decent work to Australians.’














‘The consequences of precarious work and an inadequate industrial framework are an expanding, and increasingly entrenched, low-wage labour market’.





‘The implications … go beyond employment experiences to include poverty, inequality and disadvantage.’






































‘…. the growth of low-paid jobs … has placed a growing number of working Australians and their children  in poverty.’











‘The entrenched low-wage labour market presents Australians with a choice – whether to accept the expansion of low-paid work or to articulate a path towards decent, secure employment’.








‘Much service work departs from the traditional model of industrial organisation that appears to underpin the current Australian industrial relations framework.’





‘Bargaining at the enterprise scale assumes some coherence of the enterprise itself.’





‘This sort of enterprise coherence does not exist in many service establishments…’





‘It often comes as a shock to the parents of children in long day-care centres and the families of those in aged care facilities to learn that those who care for their family members are in fact minimum wage workers.’





‘High turnover in these industries prevents children and the frail elderly from receiving the continuity of care that they need.’














‘Many low-wage service workers labour under a double burden: low hourly rates of pay, and fragmented, insecure employment.’








‘All of this leaves workers dependent on a limited and insecure number of work hours that must stretch to provide daily necessities…’





‘…the National Wage Case puts the burden of restraining inflation through wage growth squarely on the backs of low-paid workers.’











‘Although the wages of our lowest-paid workers are closely regulated, firms are able to award significant pay increases to select individuals with little community oversight.’





‘ Our current industrial framework is therefore forcing the low-paid to bear the brunt of concerns about inflationary pressure, whilst the over-paid take no responsibility for the impact of their pay on prices.’








‘At present, low hourly pay and precarious work are proceeding largely unchecked…’





‘…the answer is not to ask the Social Security system to accommodate the failure of the industrial framework to deliver fair pay, but rather to reimagine how we can provide decent work with fair wages and adequate, secure employment.’





‘… tax credits treat the symptoms of low pay in a way that actually make the original complaint worse for government and for the economy.’








‘ Such measures respond to the failure of the industrial system to produce adequate incomes by shifting the responsibility for pay from firms to the government.’





‘Poverty must be addressed with a response to low pay.’








We must address the low-pay crisis  with a framework for decent work which allows all Australians to participate fully and with dignity in the society.’








‘In order raise minimum wages, we must systematically reassess what it takes to participate in Australian society fully and with dignity.’














‘As a society, we need to decide if we want fair wages and decent work, or unjust wages and insecure patterns of employment.’





‘ We cannot rely on employers to voluntarily change their employment practices, which are often rational responses to competitive pressures in an unregulated labour market.’ 














‘Government funding for care and support work must be sufficient to ensure decent work, and must be targeted to provide fair wages and adequate, secure employment.’








‘Employers should not be able to contract out responsibility when they contract out work.’























‘A result of the unchecked expansion of the low-paid labour market, on the one hand, and spiralling wealth at the ‘top end of town’ on the other, is growing inequality in Australia.’








Doing nothing will, of course, leave Australian society on the same path to poverty, inequality and disadvantage.’





‘For workers lodged in precarious employment relationships, there is .. no  adequate and ongoing mechanism to provide fair wages and decent work.’





‘We submit that there is now a crisis of low pay in Australia that requires a new societal commitment to fair wages and decent work.’











‘This crisis reflects  the emergence of an entrenched low-paid labour market that is becoming increasingly isolated from the experiences and gains of the rest of Australian society.’

















‘…while the AIRC regularly agrees that low-paid workers struggle to make ends meet and require significantly higher wages, the Commission ultimately restrains wages at the bottom because of fears that stronger increases will raise inflation.’














Figure 2: The Growing Gap: Bargaining versus Award-Reliance in a South Australian Case Study





In 1992,  a contract cleaner and a senior cellar hand in a major winery were both paid under State Awards. The trade equivalent rate for both was $417.20 gross per 38 hour week. 


Then enterprise bargaining began in the wine industry but not in the cleaning industry. In both industries the emphasis by employers was on improving labour productivity. In the wine industry these improvements were negotiated and reflected in the industrial instrument of a Certified Agreement.


Improvements in productivity in the cleaning industry were achieved by increasing the area cleaned by each cleaner and reducing the number of hours of labour time in each cleaning contract. Buildings in 1992 that had one cleaner per floor for 3 hours per evening now have one cleaner per 2 floors and possibly 2 hours per evening. The client expects the same standard of cleaning. 


             The wage increases  for the wine industry trade equivalent worker through enterprise bargaining has seen their rate at the major winery rise from $417.20 in 1992 to $646.42 in mid 2002. This is an increase of $229.22, a 54.9% increase.


              What have cleaners received in wages in exchange for their increase in productivity? The trade equivalent in cleaning has gone from $417.20 in 1992 to $525.2 in mid -2002. This is an increase of $108, a 25.8% increase, less than half that of the wine industry example. In addition, the hours worked have been reduced, and the cleaner is reliant on fewer hours at a suppressed rate.


                For some cleaners the situation is even worse as employers do not pay the Award rate. In some cases they try to legitimise this through an AWA. In appearance, the AWA does not undercut the Award rate, but in reality it may due to non-payment of penalty rates or changes to the span of ordinary hours of work.








‘Low-paid workers must have their incomes and expenditure patterns inspected in the annual ‘Living Wage Case’ in order to receive a pay rise….


 Why should the incomes of the high-paid not be  subject to similar inspection in an ‘Excessive Wage Case’?’








LHMU Submission

PAGE  

