
Billion-dollar threat 
to the economy: 

the business push to cut penalty rates



We know penalty rates matter deeply to working people because they 
make up for a lot: missing out on time with family and friends, missing 
birthday dinners and Sunday afternoon footy matches, very late nights and 
even all-nighters on the job. 

Penalty rates have been a part of Awards for almost a century as 
compensation for working on weekends, public holidays and at night, as 
well as for shift work and overtime. 

People are willing to give up this special time because penalty rates help 
them pay the rent and bills. In many jobs that rely on working non-standard 
hours, like retail, hospitality or nursing, penalty rates are an indispensable 
part of the weekly pay packet. 

Cutting penalty rates without compensation would be a wage cut for 
millions of workers, many of whom are low-paid or minimum wage 
workers. 

It would also damage the broader economy. 

Cutting the spending power of working people would directly reduce 
economic activity, costing jobs. 

While people in a diverse range of occupations receive penalty rates, they 
are skewed towards people with lower incomes who typically spend this 
income rather than save it. 

Workers are employees at one business, but customers at many others. 

Since losing WorkChoices, the business lobby has been relentlessly 
campaigning for the abolition of penalty rates. They argue that an hour 
worked on a Sunday afternoon or a Thursday night should be paid at just 
the same rate as any other hour. They argue that business needs a 24/7 
economy and that workers should simply accommodate round-the-clock 
rosters with no recognition of their family and social lives. 

The attempts by the retail and hospitality industry earlier this year to 
cut penalty rates in those industries were rejected by the Fair Work 
Commission, finding business groups failed to provide reliable evidence 
that penalty rates led to businesses employing fewer workers. 

Despite this, Tony Abbott is giving them a good hearing. He has promised 
a Productivity Commission inquiry into the Fair Work Act should he win 
this year’s federal election. This inquiry will be a soap box for big business 
going after workers’ penalty rates and other Award conditions. 

But if they’re successful, it will be a spectacular own goal. Cutting penalty 
rates would dramatically cut many Australians’ spending power and would 
cost jobs. 

Even on very conservative assumptions, millions of Australians receive part 
of their income each week from penalty rates, and the total value of these 
payments is many billions of dollars. 

Cut penalty rates and these workers won’t be spending that bit extra in the 
supermarket, buying their coffee on Saturday morning or pies at the footy. 
This would take the dignity out of life for many Australians. But it would 
also see business suffer, especially small business. You can’t take that 
much money out of the economy without undermining economic activity 
and costing jobs. As the Fair Work Commission found, penalty rates don’t 
cost jobs. Cutting penalty rates would. 

We know that Australians believe deeply that our collective social time is 
important, and that workers should be compensated fairly for working non-
standard hours. 

That’s why this election, we’ll be talking to people 
about the threat to their penalty rates and fighting for 
an Australia with a strong and fair economy.

Ged Kearney  
ACTU President 
7 August 2013 

Cutting penalty rates  
will cost jobs 

“ You should be able to work any five 
days out of a seven day week, and have 
that constitute a working week. We should 
not be talking about unsociable hours any 
longer. ”Russell Zimmerman, executive director Australian 
Retailers Association 12 July 2013

“ We don’t want every person who 
works nights and weekends to have 
penalty rates when they are not available 
to work Monday to Friday. ”McDonald’s Chief Executive Catriona Noble,  
30 July 2013 

“ When we open on Anzac Day, I think 
the cheapest person is $62 an hour 
because of the penalty rates. We ain’t 
world-competitive, and we ain’t got a 
chance of being world-competitive.
The next generation should not only 
be scared about it, but they should be 
frightened to the extent of making more 
noise to do something about it. ”Myer CEO Bernie Brookes, 23 July 2013

“ The Treasurer should commission the 
Productivity Commission to conduct an 
inquiry into the impact of the workplace 
relations system on productivity and 
competitiveness, including examining … 
the impact of penalty rates on business 
competitiveness and employment growth.”The Business Council of Australia’s Action Plan for 
Enduring Prosperity, 31 July 2013

“ There should be one pay rate 
regardless [of when people work], and then 
from there it’ll be between the employer 
and employee on whether they pay them 
more than that pay rate. ”Council of Small Business Australia head Peter 
Strong, 19 July 2012

“ Workplace relations changes over 
the last few years… are making it harder 
for you to stay open on Sundays, after 
hours, on public holidays… You do 
need more flexibility in your workplace 
arrangements. ”Speech to Tourism and Transport Forum, 12 July 2012

Penalty rates: what 
business wants

So, what does Tony Abbott 
have to say?



Tony Abbott has said that one of the first things he 
would do if elected would be to order a Productivity 
Commission inquiry into the Fair Work Act.

Business groups will have their opportunity to make 
their case for cutting penalty rates out of Australian 
Awards – and they will find a sympathetic audience in the 
Productivity Commission.

Its 2011 inquiry into the retail industry relied on poorly-
researched anecdotal evidence primarily from employers 
and strayed widely from the terms of reference to 
propose the removal of a range of safety net protections 
beginning with penalty rates.

That is why unions are highly suspicious of this proposed 
inquiry.

The track record of the Productivity Commission as a 
champion of deregulation suggests a Liberal Government 
would use the inquiry to provide the political cover to 
resume the drive for attacks on workers’ rights and 
conditions, like penalty rates.

That is why Tony Abbott should be up-front with the 
Australian people and release the terms of reference for 
the Productivity Commission inquiry before the election.

There are more than 1.54 million Australians workers 
(around 16% of the workforce) who rely on awards to 
protect their pay and conditions (Source: ABS EEH). 
These people would be the first to lose their penalty 
rates if they were stripped from awards, but it could be 
expected the loss of penalty rates would flow through to 
those on collective agreements over time. 

On the latest figures, 4.033 million workers (42% of 
the workforce) are employed on collective agreements 
(Source ABS EEH).  DEEWR analysis of Federal collective 
agreements in 2011 found that 76% of workers on these 
agreements were entitled to penalty rates if they worked 
on public holidays.  The same analysis said more than 
two-thirds of workers were entitled to weekend penalty 
rates. Most collective agreements also provide for shift 
loadings, and for penalty rates to be paid outside of 
ordinary hours Monday to Friday and overtime.

On a conservative estimate, 4.6 million workers (48.1% 
of the workforce) are entitled to penalty rates for a public 
holiday and 4.2 million (44.2%) for a weekend, if they work.1 

We don’t know exactly how many Australians are 
paid penalty rates each week under their awards and 
agreements or the total value, as it depends on what 
hours they work and their rate of pay.

But even on very conservative assumptions, millions of 
Australians receive part of their income each week from 
penalty rates, and the total value of these payments is 
many billions of dollars each year. 

Cutting penalty rates would immediately reduce the 
standard of living of millions of Australians and take many 
billions of dollars out of the economy. 

Cutting penalty rates  
hits pay packets: 
There are 869,800 Australians who usually work Sundays 
in their main job. Not all of those workers would receive 
penalty rates, but for many the Sunday shift provides the 
boost needed to make ends meet.

Here’s how cutting Sunday penalty rates would hit a 
selection of workers (before tax).

Shop assistant - $4690 a year worse off 
An award-reliant shop assistant working 15 hours a 
week, with one of her five hour shifts falling on a Sunday, 
must be paid at least $359.65 a week with penalty rates. 
If her penalty rates were taken away, she would be out of 
pocket by $89.95 a week. That’s around $4690 a year, or 
a wage cut of 25%.

Cleaner - $86.34 a week worse off 
A full-time cleaner at a hotel working their ordinary hours 
from Sunday to Thursday is paid a minimum of $726.54 
a week, or $37,882 a year. If his Sunday penalty rates 
were scrapped, his wage would be cut by $86.34 
a week, and his annual wage would be reduced to 
$33,380 before tax.

Hairdresser - salary cut by 15%
A part-time salon assistant at a hairdresser’s who works 
one of her three five hour shifts on a Sunday must 
currently be paid a minimum of $314.65 a week before 
tax. If she stopped getting her Sunday penalty rate, her 
weekly wage would be slashed to $269.70 a week. Her 
annual wage would fall from an already low $16,406 a 
year, down to $14,062. That’s a reduction of $2343 a 
year, or nearly 15% of her total salary.

Waitress - $2862 a year worse off
An adult waitress at a café or restaurant only gets paid 
$16.85 an hour for her work Monday to Friday, but if she 
works one of her ordinary shifts on a Sunday, she makes 
$25.28 an hour instead. This is equivalent to just $695.10 
a week before tax. If her Sunday penalty rate was 
scrapped, her weekly wage would go down to $640.20, 
which is a wage cut of $54.90 a week, or $2862 a year, 
on an already low salary.

1 Assumes that 76.3% of all employees covered by a collective agreement 
are entitled to penalty rates if they work on a public holiday, and 66.98% of all 
employees covered by a collective agreement are entitled to penalty rates if they 
work on a weekend. It’s assumed that all 1.54 million ‘award only’ workers are 
entitled to receive penalty rates if they work either public holidays or weekends.

Productivity Commission inquiry -  
the threat to penalty rates

Penalty rates – who gets them 
and what are they worth? 



“ If penalty rates were abolished I would 
feel even worse about being forced to work 
these hours – 5pm til midnight including Friday, 
Saturday and Sunday nights. Without the penalty 
rates I receive for Sunday I would have to work 
another night each week leaving less and less 
time for me to see my friends and partner. ”James, supermarket shelf filler  

“ I would rather spend weekends with my 
family when they have time off but I’ll need to 
compromise to earn enough for my retirement. 
The penalty rates facilitate this. ”Helena, registered nurse

“ If penalty rates were abolished there would 
be no incentive to work these shifts. After a while 
the extra money you earn becomes part of your 
life style. It might mean the difference in keeping 
food on the table and the electricity on. ”Matthew, seafarer

“ The people working weekends and odd 
hours really do make sacrifices and the penalty 
rates are a fair compensation. ”Genesis, stevedore 

“ Working weekends is something I find very 
hard to do as it is the only time during the week 
I get to spend with all the kids and my husband. 
I often give that up reluctantly because we need 
to pay the bills and if penalty rates are taken 
away I will not work the weekends as the base 
rate is not enough to compensate for time away 
from family. ”Melissa, nurse

Tough hours 

Earning enough for retirement

Food on the table

Sacrifice

Base rate no compensation  
for family time

Penalty rates: what 
they mean to workers

Research has consistently shown strong support for penalty 
rates to paid to people working nights, weekends and 
public holidays. Essential Research (5 August 2013) found 
nearly eight in ten voters - 79% - support a higher hourly 
rate of pay for non-standard hours. 

The same research found that most voters are sceptical of 
the business argument that cutting penalty rates would lead 
to job creation. 

While only 18% of voters believe that if penalty rates 
were abolished companies would employ more workers, 
64% believed cutting penalty rates would simply lead to 
increased company profits. 

A majority also believes cutting penalty rates would be bad 
for the economy. Fifty-seven percent of respondents agreed 
abolishing penalty rates would be bad for the economy 
because workers would have less to spend. Only 22% 
believed the business lobby’s argument that cutting penalty 
rates would be bad for the economy because it would 
create more jobs. 

Galaxy Research (August 2012), carrying out research 
for United Voice, found almost universal agreement that 
weekends were an important time for families with 97% 
of adult Australians surveyed in agreement. Overall, 77% 
disagreed with the argument put forward by some employers 
that working on the weekend is no different than working 
on weekdays; this number rises to 87% in the 18-24 age 
bracket. 

Authorised by Dave Oliver, Australian Council of Trade Unions, 365 Queen St, Melbourne. 

Strong support for  
family time 


