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Introduction

The ACTU claim for a $25 per week wage increase on award rates with a commensurate increase in allowances is unrealistic and excessive.  A wage claim of this magnitude, if successful, will seriously impact on the economic viability of small business and employment levels, particularly in automotive industry where the largest group employers employ less than 5 employees. As the employment and profitability levels have decreased since the last Living wage case was handed down in May 2001the Retail Motor Industry opposes the ACTU claim.

The submission on behalf of the Retail Motor Industry to this matter incorporates data obtained from each of the States and Territories through the Motor Trader Organisations.

This submission will provide a profile of the industry nationally in terms of size and incidence of agreements, provide the results of a national survey and include evidence relating the economic issues confronting the industry.

This submission includes evidence received through:

Victorian Automobile Camber of Commerce (representing Victoria and Tasmania)

Motor Trader Organisation of New South Wales

Motor Trade Organisation of South Australia Inc

Motor Trade Organisation of Queensland 

Motor Trade Organisation of ACT

Motor Trade Organisation of Northern Territory

Motor Trade Organisation of Western Australia

Service Station Association of New South Wales

2. The Claim and Supporting evidence

Broadly stated the ACTU seeks to justify an increase of $25.00 per week on the basis that: 

· The impact of the ACTU`S claim on inflation and employment can properly described as negligible: 

· There is no economic impediment to awarding the ACTU claim;

· The Australian economy is generally performing well;

· Wages growth has been moderate and there are encouraging signs of improvement in the labour market.

The Associations consider these broad economic generalizations cannot be applicable to all sections of business. More specific economic data obtaining the automotive industry paint a different picture.  Part of this economic data which has been gathered over the last two years from VACC, MTA New south Wales and MTA South Australia. 

An independent national survey conducted by AC Nielsen supports the Associations view that a significant increase of $25.00 would affect the profitability and viability of small business.  The economic data gathered by both some associations and AC Nielsen is analysed in paragraph 5.

Many of the arguments raised by the Associations in past Safety Net Wage cases remain relevant to the ACTU claim for a $25.00 increase in these proceedings. 

1. The economic indicators for the automotive industry shows a struggling economy;

2. that a $25 increase is  significant and will affect employment;

3. the ACTU consideration of living standards ie salaried groups, executives etc, presumes small business operators fall within this group.  Small business operators are struggling as much, if not more than a wage earner.  It should not be ignored that small business operators are most often wage earners on similar conditions to their staff;

4. any striking of a balance is unattainable as small business which provides employment opportunities will be seriously affected, the loss of jobs over the granting of a wage increase for skilled people will have a negligible benefit for the workforce.

Analysis of national economic figures fails to take into account affects on small business  which make up significant sectors of our economy.  The data produced by the ACTU does not either accurately reflect the realistic effects of a significant increase in wages on small business or the general economic circumstances which have had an impact on small business since the last wage increase was granted.

2.  The Retail Motor Industry

The Retail Motor Industry comprises car retail and wholesale, motor cycle retail, trailer and caravan dealing, new and used part retail and wholesale, fuel retail, automotive electrical services, smash repair, tyre retail and manufacture, automotive repair and service, and automotive component manufacture.

The Australian Bureau of Statistics provides the following national data as at 1998.

	Description
	Total Locations
	Total Employees


	Average number of employees

	Manufacture
	
	
	

	rubber tyre manufacture
	97
	3905
	40

	motor vehicle body manufacture
	678
	7212
	10

	automotive component manufacture
	892
	21695
	24

	Wholesale & Parts
	
	
	

	car wholesale
	539
	4368
	8

	commercial vehicle wholesale
	243
	3659
	15

	motor vehicle new part dealing
	3578
	25525
	7

	motor vehicle used part dealing
	1093
	4764
	4

	Retail
	
	
	

	car retail
	4212
	49978
	11

	motor cycle dealing
	909
	4553
	5

	trailer and caravan dealing
	287
	1192
	4

	automotive fuel retailing
	8010
	49219
	6

	automotive electrical services
	1708
	6677
	3

	smash repairing
	6694
	31015
	4

	tyre retailing
	2141
	10770
	5

	automotive repair and servicing
	14381
	57076
	3

	TOTAL
	45462
	281608
	9


Source ABS Business Register September 1998

The membership of the Associations are primarily in the repair, service, retail and wholesale sectors of automotive, with groups of members from tyre, motor vehicle body and component manufacture.

Victorian data shows similar patterns of employment. 

	Description
	Total Locations
	Total Employees


	Average number of employees

	Manufacture
	
	
	

	rubber tyre manufacture
	21
	2168
	103

	motor vehicle body manufacture
	207
	2905
	14

	automotive component manufacture
	298
	10020
	33

	Wholesale & Parts
	
	
	

	car wholesale
	135
	1828
	13

	commercial vehicle wholesale
	53
	841
	15

	motor vehicle new part dealing
	865
	7159
	8

	motor vehicle used part dealing
	290
	1142
	3

	Retail
	
	
	

	car retail
	1028
	11294
	10

	motor cycle dealing
	210
	1208
	5

	trailer and caravan dealing
	86
	374
	4

	automotive fuel retailing
	1916
	10858
	5

	automotive electrical services
	426
	1580
	3

	smash repairing
	1757
	8049
	4

	tyre retailing
	514
	2501
	4

	automotive repair and servicing
	3856
	15195
	3

	TOTAL
	11662
	77122
	15


Source ABS Business Register September 1998

The submission on behalf of the Retail Motor Industry is a representation of 15,210 business operators

The composition of membership in each state is as follows:

	VACC  including TACC
	  4500



	MTA NSW
	  4609



	MTA SA
	  1255



	SSA NSW
	    971



	MTA WA
	  1570



	MTA Qld
	  2000



	MTA NT
	    135



	MTA ACT
	    170



	Total
	15210


Each State and Territory contributed to the National Survey conducted by AC Nielsen.  All States and Territories confirmed similar experiences by their members. 

3. Cessation of Membership Due to Economic Factors

An analysis of  reasons that members ceased membership of the motor trade associations revealed a significant number that closed their businesses due to economic hardship.

To demonstrate this point, an analysis of four regions (two rural in Victoria and two Melbourne metropolitan regions) show that from the period of July – December 2001, 97 members ceased membership for various reasons.  Of the 97 members that ceased membership 37 closed their business due to financial hardship, which were exacerbated by the introduction of GST and other operating costs.  This represents a 38% in closure of business amongst those that ceased their membership of VACC.

4.  Regional Business Operations

In 2002 VACC commissioned a report by the Centre for Change Management, Deakin University, into the business related issues facing regional operators in Victoria.  The series of qualitative research activities ie through twelve regional focus groups, revealed many burdens and difficulties experienced.  Of major  concern is the increased cost of doing business in regional Victoria.  The costs in terms of increased fuel costs, freight charges and telephone rates make it difficult to complete with metropolitan business.  The price sensitivity experienced by locals, means that  locals increasingly travel to metropolitan Melbourne or delay costly repairs.  Disposable income of locals in the member’s view is depressed and adversely affected by the number of poker machines.   Costs are increasing at a rapid rate in Victoria, whilst returns are diminishing.  This makes the future of small business in regional Victoria unstable. 

A full copy of the report is found in Appendix 1.

5. National Survey results

6. The Automotive Industry Economic Survey

As supplements to this submission, reports of the Automotive Industry Economic Survey have been included.  This survey is undertaken by VACC and some of the MTAs, namely NSW and SA, on a quarterly basis.  The purpose of the survey is to measure expectations about the performance of the Australian and State economies and the Automotive Retail Industry over the next months.

In addition, the survey collects information on general business conditions and economic indicators such as profitability, employment, cost, wage, and investment levels.  This information is collected to give a perspective of the performance of the Automotive Industry over the past three months compared with the three months prior to that.  In each survey, respondents are also asked to indicate how they expect the economic indicators to perform over the three months ahead compared to the last three months.

This type of business survey yields timelier statistics than the National Statistics available.  The reports were included in order to reflect how small business in the Automotive Industry performs.  Surveys that aggregate micro, small, medium and large business in their analysis tend to be dominated by the perception of larger business.  Furthermore, they does not necessarily reflect industry specific perceptions and do not give an accurate picture of the uniqueness of small business with regard to economic performance.  

The Automotive Industry Economic Survey does surpass these shortcomings of aggregate business surveys and gives an accurate, that is an as accurate as possible, reflection of small business performance in the Automotive Retail Industry.  To highlight the uniqueness of small business, the Automotive Industry Economic Survey has been included as part of this submission.

There has been much talk over the past three months that Australia’s economy has not been as affected by international events and global slow down as other developed economies.  It is said that Australia is experiencing stronger growth than most Western countries.  At an aggregate level this is true, however the experiences of small business do not draw the same rosy picture.  The picture that small business draws is less optimistic and is marked through the experiences of lower profit levels, high labour and other costs.    The picture that small business draws is coined by painful experiences with compliance to government regulations, the excessive amount of taxes and charges and the smaller level of resources that is available to small business.

The Small Business Automotive Sector has traditionally performed less well than other larger business sectors and while there has been an upward trend in overall business conditions over the past two quarters, the small business environment is still weak.  Members of the MTAs have identified GST, the natural course of business cycles and increases in awards as major factors keeping their profit down.  Both, the National Wage Case Survey undertaken by AC Nielsen and the attached Economic Surveys, support this finding.  It is therefore important that special attention is drawn to small business when considering the effects of further increases to the awards.  Small business will suffer the consequences of increase in the awards more than large business.   Special consideration should be given to this fact.  Full copies of the Quarterly economic survey results are available in Appendix 2.

7.  Concluding Remarks

The retail motor industry consider the ACTU application for a $25 per week wage claim to be excessive, having considered the economic state of the retail motor industry and the evidence received by members relating to factors affecting their business, employment opportunities and effects of a wage claim.

Any increase granted by the Commission which fails to take into account the current state of the industry will have detrimental effects on employment.

Evidence from the membership survey demonstrates that the last increase did significantly affect employment and the viability of small business, therefore the Commission should determine that an increase of the magnitude awarded last year is not warranted.

If the Commission finds an increase is substantiated for the low paid, then the increase should be moderate, ie significantly less than the amount awarded in 2001.

A moderate increase for the low paid, must acknowledge that industries such as the retail motor industry, which pay above award rates are pressured to pass on similar increases regardless of the amount of over award payment.

Any increase granted should be a flat dollar amount, rather than a percentage increase, to avoid a blow out of rates at the higher end of wage earners.

As the Commission is unlikely to determine this matter until after a period of 12 months has lapsed since the increase in 2001, the retail motor industry strongly urge the Commission not to allow any retrospective increase.   Small business, given their difficulties with cash flow, should not in any circumstances have any increase applicable unless there is a prospective date.  The retail motor industry awards were varied almost immediately after the decision of the Full Bench in the last two years.  A principle that endorses an increase of no less than 12 months since the last increase will not resolve the difficulty that our industry will incur.  In our view, to implement the decision of this Full Bench, a party to an award should make a separate application to vary the applicable award.  The matter should be brought to the Commission for the purpose of checking of orders and the date of effect should be a prospective date, from the date the matter was listed.

