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Background 
 

The following comments are provided on behalf of Motor Trade Association of South 

Australia (the MTA), an employer organisation representing the interests of 

approximately 1,100 members which employ approximately 15,000 employees in the 

automotive retail, service and repair sector.  

 

80% of these businesses employ less than 20 employees in South Australia. The 

automotive retail, service and repair sector adds more than $2.85 billion to the State 

economy annually and employs almost 27,000 people in South Australia – more than 

the ten largest South Australian companies combined.    

 

The MTA Group Training Scheme is a Registered Training Organisation and Group 

Training Organisation, which delivers post trade and apprentice training to automotive 

tradespeople, employing 450 apprentices and placing them in over 240 host businesses. 

 

As a representative state body, the MTA has 13 divisions representing the full range of 

trades within the motor industry, excepting mass vehicle manufacturing. These include: 

 

 Australian Auto Dealers Association; 

 Automotive Repairs; 

 Automotive Dismantlers; 

 Commercial Vehicle Industry Association; 

 Farm Machinery Dealers; 

 Licensed Vehicle Dealers; 

 Collision Repair; 

 Motorcycle Industry Association of South Australia; 

 Rental Hire; 

 Service Stations; 

 Tyre Dealers; 

 Towing; and, 

 Independent Bus and Coach Operators. 
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Statutory Context of Annual Wage Review 
 

Pursuant to section 284 of the Fair Work Act 2009 (Cth) (the Act), when conducting a 

review of the national minimum wage and minimum wages in modern awards, the Fair 

Work Commission’s Expert Panel is required to consider the following:  

 

“The FWC must establish and maintain a safety net of fair minimum wages, taking into 

account:  

 

(a) the performance and competitiveness of the national economy, 

including productivity, business competitiveness and viability, inflation 

and employment growth; and  

(b) promoting social inclusion through increased workforce participation; 

and  

(c) relative living standards and the needs of the low paid; and  

(d) the principle of equal remuneration for work of equal or comparable 

value; and  

(e) providing a comprehensive range of fair minimum wages to junior 

employees, employees to whom training arrangements apply and 

employees with a disability.” 

 

While no particular primacy appears to be attached to the various economic social and 

other criteria as listed above, it is both reasonable and logical to assert that in 

circumstances where the economic climate is fragile and uncertain, the threat of any 

substantial wage increase is likely to have a negative impact on existing employment 

levels.  

 

The current South Australian economic position and the increasing cost pressures facing 

the business community in South Australia are set out below.  
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South Australian Business Conditions 
 

Some leading indicators such as business and consumer confidence suggest a 

stabilising of the South Australian economy. Business and consumer confidence have 

arrested their decline and are recording slight increases.  

However, according to the Sensis Business Confidence Survey from January 2017, 

South Australia remains 6th overall compared to other States and the National average. 

In fact, South Australia is 14% behind the national average for business confidence.  

Negative perceptions about the State and Federal Governments are contributing to the 

risk averse behaviour of businesses. Businesses cannot be expected to undertake 

substantial investments in hiring, training, wage increases and infrastructure 

improvement when the national policy environment is highly vulnerable to radical and 

rapid change. The debate over penalty rates is a prime example.  

In South Australia, these perceptions are exacerbated further by the unreliability of 

energy supply and consistently high energy pricing which is placing immense financial 

strain on businesses through higher payments for electricity, and also lost sales and 

productivity through business closures resulting from load shedding and network 

disruptions.  

Additionally, South Australia continues to have either the worst or near worst 

unemployment rate of any Australian State, moving within a narrow band of 6.8 to 7 per 

cent for a more than a year on a trend basis. The MTA notes that national inflation 

continues to be below the Reserve Bank of Australia’s target band of 2 to 3 per cent, 

with the latest inflation data showing only a 1.5 per cent annualised increase in prices 

nationally and only 1.3 per for Adelaide.  

While there are reasons to be cautiously positive about the medium term economic 

outlook, many businesses are reporting that they are shedding staff and diversifying 

their operations to maintain revenue.  

While many of these businesses may have reasonable activity levels, much of this 

activity is due to consumers being required to undertaking purchasing rather than 

choosing to undertake purchasing. This dynamic causes consumers to trend towards 

low margin goods and services rather than those in the premium space.  

In total, this indicates that any recent stabilisation in economic conditions is highly fragile 

and it would be detrimental to the long term economic recovery to place additional cost 

burden on small and medium businesses as they struggle to remain viable.   
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South Australian Automotive Industry Conditions 
 

The closure of the vehicle manufacturing sector in South Australia in October will 

dampen business and consumer confidence levels, and will have secondary effects as 

the labour force of approximately 1,500 remaining staff move from regular income to an 

uncertain future.  

The closure is also likely to see further business closures in the manufacturing supply 

chain.  

The desire of manufacturing workers to seek retraining and reskilling in other sectors of 

the automotive industry has been limited thus far, with many preferring to purchase a 

franchise business than continue to be wage earner.  

Even if all these new businesses were viable, it would still result in much lower spending 

power in the economy due to the increased competition resulting from this migration of 

labour. However, the evidence suggests that these franchise type options are having 

mixed medium term success and many workers, particularly mature aged workers, are 

forced to take low paying jobs or go onto welfare. 

Given the excess of available labour it is unjustifiable to further price these workers 

beyond the means of businesses who may be able to provide employment outcomes.  

Further, automotive businesses face an onslaught of threats with that directly deprives 

them of the requisite cash flows which could fund large wage increases. These threats 

include but are not limited to: 

 Automotive industry entrants such as electric and autonomous vehicle 

companies; 

 Ride sharing companies; 

 Insurance company constraining pricing and time for crash repairers through 

their claims management process;  

 Parallel imports of new car and motorcycle dealerships; 

 ASIC restrictions on remuneration levels for finance and insurance products sold 

through dealerships; 

 

Additionally, despite evidence of skills shortages in the automotive trades, wage rates 

for apprentices continue to make employment of them less attractive when compared to 

a qualified first year tradesperson who has the necessary skills and experience to be 

productive from the first day of employment. Apprentices, by definition require 

investment and time to prepare them for a career within the trade and as such have 

much lower levels of productivity, often being a net loss in their first 12 months of 

training as they develop their knowledge and skill base. Wage increases that are not 

linked to productivity would not be economically sustainable and would be detrimental to 

reducing youth unemployment, increasing Australia’s skill base and lifting productivity.  
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Recommendations  
 

MTA-SA supports a wage increase of no greater than 1.2% in the minimum wage and in 

minimum wages in modern awards. In this regard, the submissions of the Victorian 

Automobile Chamber of Commerce (VACC) and the Australian Chamber of Commerce 

and Industry (ACCI) are endorsed.  

 

Any increase in excess of the above amount is likely to significantly compound the 

difficulties experienced by small businesses in the automotive industry, risking fewer 

employment opportunities, apprenticeships or upskilling of existing employees within the 

South Australian automotive industry.  

 

The Expert Panel has a responsibility to take into consideration the specific economic 

situation in each State. While there has been marginal improvement in some economic 

indicators in South Australia, the State still faces major challenges and concerns. In 

particular:  

 

 the cost and supply of energy;  

 the significant level of youth and general unemployment; and,  

 the alarming fall in apprentice numbers in most industries.  

 stagnant business and consumer confidence.  

 

Many members are still informing us of the difficulties they face in meeting their ever 

increasing energy bills and the lack of qualified tradespersons.  

With the forecast of increased unemployment following the closure of vehicle 

manufacturing in Australia in the coming months and utility and other cost pressures 

increasing, MTA-SA submits that the Expert Panel is obliged by section 284 of the Act to 

adopt a conservative approach to any proposed increase to the national minimum wage 

and minimum wages within Modern Awards..   

 

Submissions from Unions for the Expert Panel to consider the recent Penalty Rates 

Decision in this matter are rejected as being irrelevant to the considerations of section 

284 of the Act which requires consideration of the national economy and not individual 

circumstances of the few industries affected by the Penalty Rates Decision.  

We submit that any consideration of the Penalty Rates Decision could be considered 

outside the scope of section 284 of the Act and would result in an unfair determination 

which favours the few affected by the Penalty Rates Decision at the expense of those 

who are not.  

 

Further, we suggest that any increase which takes into account the Penalty Rates 

Decision risks creating a conflict with prior determinations of the Full Bench of the Fair 

Work Commission and would likely bring into question the basis of the Expert Panel’s 

determination.  

  


