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Two big claims underpin attempts to cut penalty rates for Sunday workers in the retail and
hospitality sectors: that they are no longer needed or relevant, and that they cost jobs.

These claims are at the centre of a review by the Fair Work Commission  of awards in those
industries.  The review began in late 2014.  Employers have 
applied to have those penalty rates cut
.

Penalty rates were the subject of debate  before and during the 2016 election  campaign.
Unions claimed the 
seats they targeted
over this issue 
swung more heavily against the government
.

The commission, speculation goes , will make its decision on the review next month.

No longer needed or relevant?

Employer groups contended the higher wage for Sunday workers is no longer justified in a “24/7
economy” where young employees especially see no difference in working on Sundays. Prime
Minister Malcolm Turnbull referred to penalty rates as an accident of history .

But evidence shows weekend work is significantly associated  with work-family conflict for
fathers. Data from a major
national survey
showed that working Sundays in particular is linked to 
higher work-life interference
.

Other recent Australian studies  showed Sunday remained a day for family and civic activities ,
more so than Saturday or any weekday.
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https://www.google.com.au/url?sa=t&amp;rct=j&amp;q=&amp;esrc=s&amp;source=web&amp;cd=1&amp;cad=rja&amp;uact=8&amp;ved=0ahUKEwjqvc_R1MTOAhVEm5QKHR57AbEQFggbMAA&amp;url=http%3A%2F%2Fwww.theaustralian.com.au%2Fnational-affairs%2Findustrial-relations%2Flabor-intensifies-calls-for-malcolm-turnbull-to-intervene-in-sunday-penalty-rates-decision%2Fnews-story%2Ffcaeed3eef3a249af962193830ebf851&amp;usg=AFQjCNGD0AAyIBzDxhGJQ3Z-Bmfx8iu17A
http://www.abc.net.au/news/2016-06-17/election:-malcolm-turnbull-rules-out-change-to-penalty-rates/7522284
http://www.news.com.au/finance/work/bill-shorten-wants-to-work-with-malcolm-turnbull-to-preserve-penalty-rates/news-story/5c38e368a8ed7cb93e9af4a388302e03
http://www.theaustralian.com.au/federal-election-2016/election-2016-union-claims-1m-penalties-campaign-won-key-seats/news-story/da952cbbb0a60b6d50f5472c4f63cfb3
http://www.afr.com/news/actu-claims-union-campaign-more-successful-than-2007-20160707-gq0wrp
https://www.workplaceexpress.com.au/topics.php?stream=15-11
http://www.smh.com.au/federal-politics/political-news/malcolm-turnbull-lower-penalty-rates-inevitable-with-seven-day-economy-20151005-gk1yr5.html#ixzz3uU1OOMrZ
http://jos.sagepub.com/content/44/1/5.short
https://www.google.com.au/url?sa=t&amp;rct=j&amp;q=&amp;esrc=s&amp;source=web&amp;cd=1&amp;cad=rja&amp;uact=8&amp;ved=0ahUKEwii_6KQ57bOAhUBrJQKHTycAm4QFggdMAA&amp;url=http%3A%2F%2Fw3.unisa.edu.au%2Fhawkeinstitute%2Fcwl%2Fdocuments%2FAWALI2012-National.pdf&amp;usg=AFQjCNEQT6qUQoFXPU_kZEXilOwBRHlu2Q&amp;sig2=paQhjU40d6W7yUkPemIcsg
https://www.google.com.au/url?sa=t&amp;rct=j&amp;q=&amp;esrc=s&amp;source=web&amp;cd=1&amp;cad=rja&amp;uact=8&amp;ved=0ahUKEwii_6KQ57bOAhUBrJQKHTycAm4QFggdMAA&amp;url=http%3A%2F%2Fw3.unisa.edu.au%2Fhawkeinstitute%2Fcwl%2Fdocuments%2FAWALI2012-National.pdf&amp;usg=AFQjCNEQT6qUQoFXPU_kZEXilOwBRHlu2Q&amp;sig2=paQhjU40d6W7yUkPemIcsg
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Penalty rates are certainly an important component of workers' incomes in the industry. More
than half
(57%) of retail industry employees receive penalty rates. Of these, almost one-third (32%)
report relying on them to meet normal household expenses.

What about the job impacts?

But set aside, for the moment, whether penalty rates are still relevant. Do they kill jobs?

Employers argued that existing Sunday penalty rates lead to shorter opening hours, fewer jobs
and a less desirable mix of employee experience.

The difficulty in validating such claims is in disentangling employment effects from economic
conditions or general workforce changes. It isn’t easy, for example, to establish whether any
jobs lost are due to higher penalty rates, an economic downturn, or something else.

Our research, however, takes advantage of a rare “natural experiment” to estimate the effect of
higher Sunday penalty rates. The experiment could be done because the commission’s earlier
award-modernisation process had standardised state-based industry award rates.

In particular, Sunday penalty rates for New South Wales retail award employees rose from
150% (or “time and a half”) to 200% (or “double time”) between 2010 and 2014. Over the same
five years, rates remained unchanged (at 200%) for comparable Victorian workers.

By comparing the two states, and using Victoria as a “counterfactual”, we could estimate the
separate effect of raising Sunday penalty rates in NSW.

The research relied on publicly available data  and on widely accepted econometric methods
and checks. It looked at common underlying employment trends in the two states and controlled
for state-specific factors including labour market conditions, youth employment rates and
industry demand.
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http://www.unisa.edu.au/PageFiles/34117/PenaltyRatesReport_Oct2014%20Final_R1.pdf
http://www.unisa.edu.au/PageFiles/34117/PenaltyRatesReport_Oct2014%20Final_R1.pdf
http://www.abs.gov.au/AUSSTATS/abs@.nsf/ProductsbyCatalogue/35006594EB1126B2CA257132000F9189?OpenDocument
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Our research led to an initial report  and then some updated estimates .

It found higher Sunday penalty rates in NSW did not have a consistent or systematic effect on
retail employment as measured by the Australian Bureau of Statistics. While there was a large
and significant negative effect in the first year — a drop of more than 7% in the number of
employees and total hours – the total effects over the five years were a mix of positive and
negative but statistically insignificant .

Most importantly, the cumulative effect on jobs over the five years was not significantly different
from zero. That is, between them the five increases in Sunday penalty rates in NSW retailing did
not significantly affect job levels in that industry. If there was an effect, it was too small to show
up.

A different, longitudinal dataset  showed no change in the number of people in NSW working
on Sundays. There was, however, weakly significant evidence of a drop in the number of total
hours worked in NSW retail.

Together the results suggest that in an industry dominated by casual and part-time workers,
what adjustment in employment does occur happens through changing hours and not the
number of employees in jobs.

Finally, on the mix of available employees, do penalty rates really mean that employers can
roster only inexperienced, casual employees on Sundays?

National data show that permanent workers are more likely to say they would not continue to
work unsocial hours 
without penalty rates
.

So, labour-supply effects mean that reducing penalty rates would probably mean even less
experienced workers on Sundays. And that’s what it looks like when you walk into a New
Zealand supermarket – without penalty rates – on a Sunday.
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https://www.fwc.gov.au/documents/sites/awardsmodernfouryr/am2014305-expert6-sda-040915.pdf
https://www.fwc.gov.au/documents/sites/awardsmodernfouryr/am2014305-ws-yu-sda-181215.pdf
http://www.measuringu.com/blog/statistically-significant.php
https://www.melbourneinstitute.com/hilda/
https://www.google.com.au/url?sa=t&amp;rct=j&amp;q=&amp;esrc=s&amp;source=web&amp;cd=1&amp;cad=rja&amp;uact=8&amp;ved=0ahUKEwjcpIzAgrjOAhUI6GMKHbPzDvoQFggbMAA&amp;url=http%3A%2F%2Fwww.unisa.edu.au%2Fglobal%2Feass%2Fhri%2Fcwl%2Fpublications%2Fpenaltyratesreport_oct2014%2520final_r1.pdf&amp;usg=AFQjCNGwIUkHlhYJMxSNB9Tx-HmMbdZF8w&amp;sig2=BxCl6llJdEMwnTduOFZTDQ&amp;bvm=bv.129389765,bs.1,d.cGc
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What does it mean?

The implications are stark.

If changes in Sunday penalty rates have no significant effect on the number of jobs, then cutting
them would do two things.

It would reduce compensation for workers employed at unsociable hours – when that
compensation is, for many, very important for meeting normal household expenses.  And it
would constitute a transfer of income from employees to employers, likely without an offsetting
increase in jobs.

The most likely outcome, then, would be retail workers working longer hours for lower earnings,
with little or no improvement in the number of jobs.

Serena Yu was previously employed at the Workplace Research Centre at the University of
Sydney, where she received occasional external funding. The research discussed here was
conducted during this previous tenure, and was commissioned by the Shop, Distributive and
Allied Employees Association and submitted to the Fair Work Commission during the review.

David Peetz receives funding from the Australian Research Council and, as a university
employee, has undertaken research over many years with occasional financial support from
governments from both sides of politics, in Australia and overseas, employers and unions.  The
research discussed here was commissioned by the Shop, Distributive and Allied Employees
Association and submitted to the Fair Work Commission during the review.

Authors: Serena Yu, Senior Research Fellow, University of Technology Sydney

Read more http://theconversation.com/are-sunday-penalty-rates-a-job-killer-a-real-world-exper
iment-refutes-employers-claim-59962
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