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Executive Summary

In 1997, the setting of the pay and conditions of employment for Commonwealth public
servants was devolved to individual agencies. Within the bounds of centrally determined
policy parameters, agencies were free to make agreements with their staff that best suited
their own operational requirements and met the needs of their staff. Most agencies have
now experienced two rounds of agreement making, and many are soon to embark on a third
round.

This report was commissioned by DEWRSB to tap the experience of those involved in
agreement making. Specifically, DEWRSB wanted to identify the need for any changes in the
Policy Parameters for Agreement Making in the APS (April 2000) (the Policy Parameters), and
ways in which it might improve its own support services to agencies, with an overarching
objective of making future agreement making more effective. The report presents the
findings from a survey of managers involved in agreement making in 88 APS agencies—94
per cent of those eligible to take part—conducted in August and September 2001, and builds
on an earlier survey on the same topic conducted two years previously.

Agreement making is more widespread in the APS than any other industry. Almost all staff
are covered by either certified collective agreements (94.3 per cent) or by Australian
Workplace Agreements (5.2 per cent). In both cses, the proportions covered far exceed
those applying across the Australian workforce as a whole, where in May 2000, 35.2 per cent
were covered by certified collective agreements and 1.8 per cent by registered individual
agreements.

There were two agencies where all staff were employed under Australian Workplace
Agreements, and six agencies—all without Senior Executive Service (SES) staff—where all
staff were employed under a certified agreement. In 61 per cent of agencies at least nine in
ten staff were covered by a certified agreement, and in a further 20 per cent of agencies at
least eight in ten staff were covered.

We now look in more detail at the use of Australian Workplace Agreements, before shifting
focus to certified agreements.

Australian Workplace Agreements (AWAS)

The use of AWASs was extensive within the SES, with 93.8 per cent of staff at this level
covered. In lower classifications, many agencies used AWAs but their coverage was
minimal. For example, 72 per cent of agencies employed one or more Executive Level staff
on AWAs, but only 14.6 per cent of all staff at this classification were employed on AWAS.
In other words, below SES level the use of AWA:Ss is highly targeted.



Since 1999, the coverage of AWAs has been extended, in particular at the Executive Level.
Just under half of all agencies, 44 per cent, reported that they had extended AWA coverage
since the last round of agreement making. Larger agencies and policy/advisory agencies
were more likely to have extended coverage. Those that had done so had double the AWA
coverage of those agencies which had not, 7.0 per cent of all staff compared with 3.6 per
cent. One in five agencies reported that they had plans to extend AWA coverage in the
future, mostly confined to the Executive Level.

The extension of AWAs into the lower classifications invites questions as to the purpose of
doing so, and ways in which the content of AWAs differs from certified agreements. While
agencies reported a raft of objectives for extending coverage, the most frequently mentioned
were to do with rewarding key staff. For example, 92 per cent of agencies reported that they
had extended coverage so as to improve the recruitment and retention of key staff, and 82
per cent so as to meet the needs of individuals. Also important, but mentioned less
frequently, was using AWAs as a device to promote enhanced performance. This was noted
by 49 per cent of agencies. Just 13 per cent of agencies reported that an objective in
extending AWAs was that it accorded with staff preferences.

The most important difference between AWAs and certified agreements was that pay levels
were higher under AWAs. This difference applied within job classifications. For example, in
agencies where some but not all Executive Level staff were covered by AWASs, 71 per cent
reported that pay levels were higher for those on AWAs. There was some evidence that
agencies with relatively high AWA coverage (10 per cent or more of all staff) used them in
more strategic ways than agencies with low coverage. They were more likely to incorporate
performance pay, job specific targets, have streamlined conditions and a focus on a total
remuneration package.

Types of certified collective agreements

An important aspect of the Workplace Relations Act 1996 was the provision (under s.170LK)
for certified agreements to be made with employees directly—that is, without the
involvement of a trade union. Since the advent of the Act, 11.4 per cent of all collective
agreements certified by the Australian Industrial Relations Commission have been made
with employees directly. This proportion is far higher in the APS, where 35 per cent of all
agencies currently have agreements of this kind. What is also notable about this figure is
that it has fallen since 1999 when it was 45 per cent, while corresponding to that the
proportion of agreements made with unions has risen from 55 per cent to 65 per cent—this
against a backdrop of declining union membership in the public sector.

Another important aspect of certified agreements is that they may operate in conjunction
with awards, or they may fully supplant awards. In 1999, when most agencies had
experienced only one round of agreement making, 60 per cent of agencies had agreements
which were “stand-alone”. Two years later, when most had been through a further round,
that proportion had risen to 88 per cent of agencies. This clearly indicates a maturity in
bargaining infrastructure and confidence over that period.
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The process of agreement making

It is clear that agencies are learning from each successive round of agreement making, and
improving processes as a result. The clearest indication of this is that the time taken to
finalise agreements has shortened considerably. In 1999, half of all agencies took more than
nine months to finalise their agreement. By 2001, this proportion had halved to 26 per cent.
One in three agencies (37 per cent) surveyed in 2001 concluded their agreements within six
months of commencing, compared with 15 per cent in 1999. Nonetheless, despite the
improvement in this period, the process does remain protracted: the median agency took
somewhere between six and nine months to finalise their agreement, compared with a
typical agreement life span of 24 months. The main contributing factor to the duration,
according to agency respondents, were the consultative arrangements. This was mentioned
by 66 per cent of agencies, more than double the proportion mentioning any other factor. It
is unclear from this whether they meant that these were too extensive—unlikely as only 4
per cent reported that communication with staff over the agreement was more than what
was needed—or the simple truism that negotiation takes time. There were just 5 per cent of
agencies which reported that their own lack of knowledge and expertise was a contributing
factor, down from 33 per cent in 1999.

Another important aspect of the process, particularly considering the amount of elapsed
time involved, is the administrative cost of making agreements. The monitoring of these
costs is rather limited: just 4 per cent of agencies indicated that they could precisely state the
magnitude of costs, and 68 per cent that they could do so approximately. The 28 per cent of
agencies unable to even roughly estimate their costs were disproportionately made up of
large agencies. Two in five of the largest agencies (those with 500 employees or more) did
not know the magnitude of costs. Overall, and including those unable to estimate costs, 28
per cent of agencies incurred costs of over $100,000, and 8 per cent costs of over $250,000. As
larger agencies that could estimate their costs spent, on average, more than smaller agencies,
the proportion of agencies with costs in excess of $250,000 most likely understates the true
figure.

In a summary overview question, agency respondents were asked to reflect on the process
of making the current agreement compared with the previous agreement. There were three
times as many cases where agencies reported that things had got better rather than worse,
and this applied to the time taken and the costs incurred. Almost half (47 per cent) said that,
overall, it was a less difficult process in the current round, compared with 14 per cent who
thought it more difficult.

Wage outcomes

The average increase to base pay in current agreements was 3.9 per cent per annum. Around
two thirds (69 per cent) of agencies paid somewhere between 3.0 and up to 4.5 per cent per
annum. Those covered by stand-alone agreements and those covered by union agreements
were more likely to have received a marginally higher than average increase (of around 0.25
per cent per annum), while those working in agencies primarily involved in program
management and delivery were more likely to have got a below average increase. The main
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factor identified by agency respondents as leading to an above average increase was delay in
reaching agreement. There was some slight evidence to suggest that a consistent and
concerted approach to how to fund the increase was associated with an above average rise.
Those agencies focused only on cutting costs paid an average of 4.1 per cent per annum,
those focused only on driving productivity improvements paid an average of 4.0 per cent
per annum, while those doing a bit of both (or neither) paid an average of 3.8 per cent per
annum.

About two in three agencies (68 per cent) had clauses in their agreements which delivered
automatic pay increases to be paid on set dates, while just 28 per cent had a provision that
some or all increases were conditional. In most cases these were conditional on productivity
improvements or other specified corporate objectives being met. Some were also conditional
on changes in the agreement being implemented, and a small proportion (less than 10 per
cent of all agencies) included clauses to the effect that the increase would only be paid if it
could be afforded. It was much more likely that agreements contained provisions for
individuals to obtain higher increases than the base increase or additional bonus
payments—57 per cent of agencies had such provisions in their agreement. Overall, a
perusal of the pay provisions in agreements indicates a very wide variety in how these are
structured. It is apparent from these that they are closely tailored to individual agency
requirements.

Productivity and performance enhancement provisions

Agency respondents were asked to state the broad nature of the most important
performance enhancing provisions in their agreements. The top five ranked were
performance management arrangements (74 per cent), family friendly working
arrangements (also 74 per cent), flexible working hours (61 per cent), tailoring conditions to
agency business (57 per cent) and simplification of leave entitlements (56 per cent). When
asked to assign rankings to these and other items, the clear stand out feature was
performance management arrangements, scoring 26.0 out of the total 100 points allocated on
the “importance index”.

When asked to give specific details, by citing clause numbers and quoting from the
agreement, of up to five particularly innovative performance enhancing features of their
agreement, agencies responded with alacrity. This material will be used by DEWRSB to give
concrete advice to agencies on clauses that have “worked” for other agencies. Broadly, the
clauses quoted bear out the findings in the previous paragraph about which types of
provisions yield the largest dividend. There is also, as with the pay provisions, a substantial
degree of variety and creativity in the way in which many of these clauses have been
drafted.

Relatively few agencies, 37 per cent, included specified objectives within their agreements
(whether or not tied to pay increases). This sits somewhat oddly with the central focus of
agreement making, and the extensive level of organizational performance monitoring
undertaken by agencies. For example, 59 per cent of agencies keep records and report upon
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labour turnover and staff retention, but not one agency includes targets on these in their
agreement.

Meeting objectives of agreement making

Agency respondents were asked at the start of the questionnaire to state what their goals
were prior to commencing negotiations over the current agreement. Towards the end of the
guestionnaire they were asked to indicate whether these goals had been met. The two most
common goals were to tailor conditions more closely to agency needs (81 per cent) and to
generate productivity improvements and/or cost savings (80 per cent). Importantly, the first
goal was met in 83 per cent of cases, but the second in only 55 per cent of cases (though 35
per cent of the remainder said that it was too early to say if the goal had been met).

Agencies were more concerned with the outcomes of agreement making than the process,
and they were more concerned with the process than with the more controversial aspects of
the form of agreement (i.e. whether union or non-union, extension of AWAS).

More effective agreement making

One of the main objectives of this survey was to find ways of making agreement making
more effective. Agencies were asked for their own suggestions. A majority (51 per cent)
wanted changes made to the funding arrangements. This also came up as an important issue
in a further question on the impediments to successful agreement making. Three quarters of
all agencies reported that funding arrangements were either a “highly significant” or
“significant” impediment.

One in three agencies (32 per cent) said that less prescriptive Policy Parameters would help
them better achieve their objectives, and a further 12 per cent sought greater details in the
parameters. These were also the two main recurring themes in a question seeking the views
of agencies on desired changes to the parameters. Without over-interpreting the responses,
there are a small number of agencies which find the clearance process a constraint and,
possibly more importantly, believe that it frustrates genuine agreement making.

A significant minority of agencies also identified problems on the staff side, including
employee resistance to change (37 per cent of agency managers reporting this as a “highly
significant” or “significant” impediment) and lack of trust between management and staff
(49 per cent on the same basis).

The next round of agreement making

The final question in the survey asked agency respondents what the key issues would be in
the next round of agreement making. Far and away the most common response to this
question was the pay-productivity-funding nexus, mentioned by two in three agencies
which gave a response. Many either directly stated or implied that they did not know how
they would identify further productivity improvements—the general tenor of these
responses was that they had reached the point of diminishing returns—and a concern that



they may not be able to meet staff expectations on the scale of pay increase desired. There
were, however, a minority of agencies which had developed a clearly articulated agenda of
issues, spurred on seemingly by the impending expiry of their current agreement.



1. Introduction

This report presents the findings from a survey of 88 Australian Public Service (APS)
agencies conducted by the National Institute of Labour Studies (NILS) in August and
September 2001. It builds on an earlier survey undertaken by DEWRSB in conjunction with
Twyford Consulting in July and August 1999.

Study objectives

The general objective of the survey was to tap the experiences of APS managers directly
involved in agreement making, so as to learn from that experience and make future
agreement making more effective. This extends to considering changes that might be made
to Policy Parameters and the range, type and quality of services provided by DEWRSB.

Over and above that, however, the survey was intended to focus on how agencies were able
to achieve their goals within the bounds of the centrally cetermined Policy Parameters.
Under these parameters, agencies are required to link improvements to pay and conditions
with productivity gains and higher performance, and not to changes in general taxation
arrangements. Improvements in pay and conditions under agreements should not result in
either increased prices or a reduced quality of service. There is no cap on the quantum of
salary increases that may be agreed by agencies—this is a matter to be settled at agency
level.

On the one hand, these parameters provide agencies with a good deal of freedom to
determine pay and conditions as they and their staff see fit; on the other, agencies are
constrained by their ability to generate productivity improvements and/Zor cost savings so
as to meet the costs of enhancements to the terms and conditions of employment. In doing
so, they must be mindful that they operate in a wider labour market, where wages are
determined by supply and demand factors—to lag behind other APS agencies, or (especially
for specialists) remuneration movements in the private sector, could well cause problems
with recruitment and retention. Agency managers, therefore, have a very close interest in
the experience of other agencies, in particular how they have been able to use agreement
making as a tool for driving improvements in performance.

The brief provided by DEWRSB to NILS was as follows.

“The specific survey objectives are to:

== gxamine progress on key issues specifically coming out of the first round
of agreement making in the APS under the Workplace Relations Act 1996,
managing agreement making, performance linked remuneration, tailoring
conditions to agency requirements, organisational change through
agreement making, staff retention and (the situation of) small agencies;



== gather information on the benefits for agencies and employees arising
from agreement making, including the impact of innovative and other
new initiatives on organisational performance;

== |dentify, and assess the success and failure of, measures included in
agreements that are aimed at improving organisational performance,
including productivity initiatives, and gather information on where
agencies expect to generate future productivity improvements;

=== @xamine how agencies measure productivity improvement and what type
of monitoring and evaluation arrangements are being included in
agreements and/or adopted by agencies to assess outcomes;

== identify any other emerging issues in agreement making; and

== gseek the views of agencies about the processes supporting the policy
framework underpinning agreement making in the APS, including any
impediments to agreement making and assess the need for change.”

Conduct of survey

Advances in information technology mean that the completion of traditional “pen and
paper” questionnaires can now be simulated on the Internet. This offers many advantages
over the traditional approach. First, it is possible to incorporate some of the programming
features of other modes of computer-aided interviewing, such as routing, and logic and
consistency checks. Second, the data is entered at source, thus avoiding a potential source of
error when data is entered by a third party. Third, the elapsed time to conduct the survey
can be shortened as there is no need to post out questionnaires and wait for them to return
by the same means. NILS, in conjunction with an experienced researcher in this field, Kathy
Dix of the School of Education at Flinders University, proposed to DEWRSB that the 2001
survey be conducted via the Internet, whereas the earlier survey had involved a mixed
postal questionnaire and telephone approach.

The starting point for questionnaire design was to conduct a thorough review of the 1999
survey to identify areas where the questionnaire would need updating, and also where it
might need adapting to the changed methodology. One particular concern was the very
high number of “open-ended” questions included in the 1999 survey. Such questions are
useful for adding a qualitative feel to the findings, but without documented rules on how
responses can be coded, there is considerable doubt about the consistency of coding across
different coders and across time. We sought to reduce the number of such questions by
generating lists of pre-coded responses—based, wherever possible, on the coding frames
developed in the 1999 survey—which respondents could then mark as applying to their
agency. In each case, there was also provision to enter an alternative response in an “other”
text box, if none of the pre-codes suited the circumstances of the agency. This type d
guestioning is much more suitable for making comparisons across agencies and over time.
Because of the different approach used in 1999, the range of comparisons between 1999 and
2001, and the validity of those comparisons, is restricted.



Six agencies agreed to take part in a pilot survey, conducted at the start of August.
Representatives from these agencies then took part in a meeting, or were interviewed via
telephone, to review their experiences. As reported by them, the experience was largely a
positive one, and the questions mostly required only a small amount of fine tuning.

Except for the six agencies which had taken part in the pilot survey, emails were sent out to
the relevant contact person, usually a senior manager involved in agreement making, in 90
APS agencies from 16 August. Subsequently, two agencies were withdrawn from the list, as
they were duplicate cases for the purposes of this survey (e.g. a relatively new agency was
presently operating under a certified agreement of the agency from which it had been
created, which was also taking part in the survey). The six pilot agencies were sent a hard
copy of the final questionnaire with their pilot responses transcribed on to it, and asked to
review this, make changes as appropriate and return via post.

Of the 94 potential respondents, 88 took part in the survey, a response rate of 94 per cent. As
this survey effectively constitutes a complete census of APS agencies, any differences shown
in tables and graphs are “real” in the statistical sense (i.e. there is no need, as there
ordinarily is with sample surveys, to conduct tests to establish if differences are statistically
significant).

Background characteristics of agenciest

Employment size and composition by job classification

Agencies were asked to state how many employees were on their payroll as at the end of
June 2001. They ranged in size from the very small (19) through to the very large (24,356).
The distribution is very right-skewed such that the three largest agencies employed more
staff between them than the remaining 85 agencies. Figure 1 shows a division of agencies by
employment size into four substantial groups.

As well as the overall employment number, figures were also obtained on the number of
staff in broad job classifications—the Senior Executive Service (SES), Executive Level staff,
APS 16 level staff, and a residual “other” category for groups such as graduates and
trainees. Table 1 shows the composition of staff by broad job classification and how this
varies by employment size. As can be seen, SES staff made up 1.5 per cent of all staff and
Executive Level staff, 18.2 per cent. Both numbers were considerably higher in the smaller
agencies than in the larger agencies (where, because they account for the bulk of APS
employment, the numbers largely match those for all agencies). There were, on a
proportional basis, more than five time as many SES staff in the smallest agencies when
compared with the largest agencies, and twice as many Executive Level staff.

1 Most numbers presented in this report are percentages rounded to whole numbers. This means
that, on occasion, the sums do not total exactly to 100.



Figure 1: Division of agencies by employment size
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Table 1: Broad job classification composition of employment, by employment
size (row per cent)

Agency Senior Executive APS 1-6 Other Total
employment size Executive Level Level employees
Service

Up to 100 8.0 33.2 58.7 0.1 100.0
100 to 199 2.5 28.2 68.5 0.9 100.0
200 to 499 2.8 22.0 74.1 1.1 100.0
500 or more 1.3 17.5 79.1 2.1 100.0
All agencies 1.5 18.2 78.4 2.0 100.0

Base: all agencies
Primary function

Figure 2 reports the agency’s primary function. The two largest groupings were service
delivery (30 per cent) and policy/advisory (26 per cent). The “other” category accounted for
19 per cent and was made up of disparate agencies including those involved in research,
library services and the collection of statistics.

Agency function was related to employment size. Those primarily involved in service
delivery or other activities had average employment levels of around 1,500 staff, about twice
the average number of staff in agencies primarily nvolved in policy/advisory work or
regulatory functions. The smallest agencies were those primarily involved in program
management and delivery at a bit over 500 staff.



Figure 2: Primary function of agency
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Geographical concentration of activities and staff

About a third of all agencies (31 per cent) had all of their staff and activities located in the
one city. The remaining two-thirds were made up of three groups of roughly similar
magnitude found in 2 to 5 cities or towns (21 per cent), 6 to 10 cities or towns (25 per cent)
and more than 10 cities or towns (24 per cent). While this reveals something of the
dispersion of an agency, it does not indicate whether staff are more or less heavily
concentrated. A further question found that, of those agencies based in two or more cities or
towns, 55 per cent had at least half of their staff located in just one city or town, while the
remaining 45 per cent had their workforces more widely dispersed.

Condensing the information from these two questions, there were 31 per cent of agencies
where operations and staff were centralised in a single location, 38 per cent where they were
relatively centralised around a head office location, and 32 per cent where they were
dispersed around many locations across the country. This was related to both employment
size and primary function, as can be seen in Table 2.

Table 2:  Average employment and primary function, by geographical concentration

Geographical Average Most common primary Second most common

concentration employment function primary function
size

Centralised, single 202.7 Service delivery Policy/advisory

location

Relatively centralised 637.0 Policy/advisory Program management

around head office and delivery

Dispersed, many locations 3270.4 Service delivery Other

Base: all agencies




Structure of the report

Having now set the background to the study, described how the survey was undertaken and
the key characteristics of agencies, the remainder of the report deals with the substantive
findings from the survey. Chapter 2 looks at the types of agreements in operation. It
provides a breakdown on the coverage of the key different forms of agreements, certified
collective agreements and Australian Workplace Agreements, before looking more closely at
the nature of certified agreements.

Certified agreements are also the focus of Chapters 3 and 4. In Chapter 3, we examine
“process” issues—how was the agreement arrived at? how long did it take? what did it
cost?—with a sub-theme throughout of whether the process has become any easier over
time. In Chapter 4 we move on to “outcome” issues, specifically the pay increases granted
under the agreement, the sources of productivity improvement contained within the
agreement, and what linkages there are between the two.

In Chapter 5 we once more revert attention back to Australian Workplace Agreements. The
use of these, particularly outside the SES, constitutes a strategic choice exercised by agency
management. Our interest is in the types of agencies which have sought to exercise that
choice, their rationale for doing so, and whether these aims have been met. We also examine
ways in which the content of Australian Workplace Agreements differs from that of certified
agreements.

Overall reflections on agreement making is the topic of Chapter 6. This entails an initial
evaluative assessment of the current round of agreement making, and a look forward to
what might be done differently in future rounds. Agencies were also given a chance to
comment on changes they would like made to Policy Parameters and this is reported upon
here.

The last chapter concludes by discussing several themes recurring through the report.



2. Agreements in Operation

In this chapter we review the survey evidence, and other material where appropriate, on
agreements in operation.

Agreement coverage

Consistent with its role of “government as employer”, agreement making has been taken up
with more gusto in the Australian Public Service than in any other industry—this holds for
both certified collective agreements and individual Australian Workplace Agreements
(AWASs). According to the May 2000 Survey of Employee Earnings and Hours, 35.2 per cent
of all employees had their pay set by reference to a registered collective agreement and just
1.8 per cent by registered individual agreements, such as AWAs (ABS Cat. No. 6306.0). The
corresponding figures from our survey (which broadly replicate the administrative data
held by DEWRSB) is that 94.3 per cent of Commonwealth public servants are covered by
certified collective agreements and 5.2 per cent by AWAs, with the remaining 0.5 per cent
covered by other arrangements, such as awards.

In Figure 3, agencies are arranged along a continuum showing the number with 100 per cent
collective bargaining coverage through to zero coverage. Similarly, a continuum of AWA
coverage, this time reversed, shows agencies with zero through to full AWA coverage. From
the figure it can be seen that in six agencies, none of which had SES staff, all staff were
covered by collective agreements. At the other end of the spectrum there were two agencies
where all staff were covered by AWAs. (Only two agencies had an appreciable number of
staff not covered by either collective agreements or AWASs and it was most common (78 per
cent of agencies) for all staff to be covered by collective agreements or AWAS.)

In 61 per cent of agencies, at least nine in ten staff were covered by collective agreements
and, correspondingly, no more than one in ten staff were covered by AWAs. There were a
further 20 per cent of agencies where at least eight in ten staff were covered by collective
agreements, followed by 13 per cent where a majority were covered by collective agreement,
leaving just 5 per cent (4 agencies) where collective agreement making covered a minority of
staff or, as previously mentioned, no staff at all.

As implied by Figure 3, AWAs were a feature of most agencies but with relatively modest
coverage—indeed, in 48 per cent of cases fewer than one in twenty staff were covered by
AWASs. This implies that the spread of AWAs across agencies has largely been confined to
the upper echelons of staff, a finding which is confirmed in Table 3. Among agencies with
SES employees, 99 per cent used AWASs in that job classification, and 93.8 per cent of SES
staff were on AWAs. There was also high agency use of AWAs for Executive Level staff,
with 72 per cent of agencies (with these staff) using AWAs. However, the penetration of
AWA:s at this level within agencies was patchy, such that only 14.6 per cent of all Executive



Figure 3: Coverage of wage setting instruments (per cent of staff)
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Level staff were on AWAs. A similar tale can be told about staff in the APS 1-6 level
classifications, where AWAs were used by a bit over a third of agencies, but in doing so
were highly targeted, such that only 1.4 per cent of staff at this classification were on AWAsS.
Across all agencies, 93 per cent had one or more staff on AWAs and, of all staff employed in
the APS, 5.2 per cent were on AWAs. The general picture, therefore, is one of extensive, but
highly targeted, use of AWAs with most staff covered by certified collective agreements. All
but two agencies—those where there is 100 per cent AWA coverage—were signatories to a
collective agreement, and 94.3 per cent of all APS staff were covered by these agreements.
The discussion now concentrates on certified agreements (with further discussion of AWAs
in Chapter 5).

Table 3: Use of AWAS, by job classification (row per cent)

Agencies with any Proportion of
employees covered employees covered
by AWAS® by AWAs
Senior Executive Service 99 93.8
Executive Level 72 14.6
APS 1-6 Level 36 1.4
Other classifications 12 6.3
All employees 93 5.2

Note: a Percentage of agencies with employees in that classification

Base: all agencies
Number and type of certified agreements

Agencies may have one or more certified agreement. Those with multiple agreements may
use them to cover different classifications of staff where, for operational or other reasons,
they find it in their interests to do so—for example, the Australian Taxation Office has a



separate agreement for Executive Level 2 staff. It is, however, overwhelmingly the case that
agencies have only one agreement, with 91 per cent of agencies (with collective agreements)
in this category. Those agencies with more than one agreement were asked to respond to
later questions with reference to the agreement which covered the most employees.

Almost all agreements, 88 per cent, were “stand-alone” in the sense that they fully
supplanted relevant awards (and any previous agreements). Most agreements contain a
clause to this effect in the preamble or opening clauses. This is a significant change since
1999 when 60 per cent of agencies had stand-alone agreements and 40 per cent operated in
conjunction with awards. It clearly indicates a maturity in bargaining infrastructure and
confidence over that time, as many agencies progressed from first-round to second-round
agreements.

Another way of distinguishing between agreements is whether they are made jointly with
trade unions as agents of employees, or with employees directly (i.e. without any “third
party” involvement). These two types of agreements are made under different heads of the
Workplace Relations Act 1996. Section 170LJ agreements are those made with unions, section
170LK agreements are those made with employees directly, sometimes known as non-union
agreements. Both type of agreements require valid majority support from those employees
who would be covered by the agreement. Relatively few collective agreements certified by
the Australian Industrial Relations Commission are made with employees directly, just over
one in ten. Since the Act’s inception, section 170LJ agreements have outnumbered section
170LK by a factor of more than five to one:2 By contrast, section 170LK agreements are far
more prevalent in the APS, with 35 per cent of agencies (with agreements) having
agreements falling into this category, while the remaining 65 per cent have agreements
certified under section 170LJ. Agreements made directly with employees were more likely to
be found in larger agencies, i.e. those with 500 or more employees (40 per cent), in agencies
whose primary function was policy or advisory (61 per cent), and where the agency had
multiple locations but the majority of staff were based at the head office (45 per cent).

What is perhaps most notable about the findings, however, is that the incidence of section
170LK agreements has fallen since 1999, from 45 per cent of agencies with agreements to

2 As at August 2001, 61.3 per cent of all Federal agreements had been certified under section
170LJ) and 11.4 per cent under section 170LK, with 5.5 per cent under section 170LL
(“Greenfields” agreements) and 21.8 per cent under section 170LN (agreements about
industrial disputes). Source: DEWRSB Fact Sheet “Progress in Workplace Bargaining”, August
2001.



35 per cent in 20013; moreover, this is set against a backdrop of declining union membership
levels in the public sector4

This raises the issue of how a particular form of agreement is arrived at. Table 4 shows that
union agreements are made for a mix of pragmatic and principled reasons, while non-union
agreements become possible whenever management preferences and, to a lesser extent, staff
preferences are “unimpeded” by union strength. Comparing the reasons for the two types of
agreements on a line-by-line basis, it is apparent that management preferences are a strong
spur to non-union agreements, but considerably less so for union agreements. The type of
agreement is often made in response to staff preferences (though, in the absence of
supporting evidence, it would be prudent to be cautious about how accurate managers’
views are on this matter). More revealing are the differences according to union “strength”.
Where union membership levels are high, and co-operation is high, and also the potential
for dispute is high, a union agreement often results. Correspondingly, where union
membership is low, a non-union agreement may result. What does not appear to matter for
the non-union agreements is whether the union is unco-operative or there is potential for
disputes to arise, both of which may be a function of union membership. Finally, what has
worked in the past is, for many agencies, sufficient reason for sticking with the type of
agreement they already have.

Table 4: Reasons for type of certified agreement, by type (column per cent)

Union agreement Employee agreement
(Section 170LJ) (Section 170LK)

Management preference 36 77

Staff preference 55 52

Union membership high/low 30 52

Union strength high/low 13 3

Union co-operation high/low 36 7

Dispute potential high/low 39 10

Same as previous agreement 55 74

Other reasons 9 3

Note: total sumsto more than 100 as more than one response possible
Base: agencies with certified agreements

The database of current APS agreements maintained by DEWRSB shows that, of all agreements, 42 per
cent were certified under section 170LK. Part of the discrepancy with our figure of 35 per cent may be
accounted for by confining our analysis to the agreements which cover the most employeesin an agency.
If, however, the survey finding understates the true extent of section 170LK agreements, the finding that
they have declined in incidence since 1999 needs to be qualified.

In August 2000, 38.1 per ent of employees in government administration and defence were
members of a trade union. Two years earlier than that, the corresponding figure was 45.4 per
cent (ABS Cat. No. 6310.0).
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3. Making certified agreements

This chapter looks at the process by which certified collective agreements were made. Most
agencies were, at the time of the survey, operating under their second agreement since the
authority to do so had been devolved to individual agencies. A small number were in the
process of finalising their third agreement. As we have seen, in moving from the first to the
second round (or second to the third), a clearly observed change was the much higher
incidence of stand-alone agreements. This chapter allows us to reflect on the lessons that
were drawn in moving from one round to another, and whether the experience gained is
resulting in the process become more or less easier over time.

Assessment of previous round of agreements

Slightly under half of all agencies (with certified agreements)s, 44 per cent, had conducted a
formal evaluation of their agreement before they commenced negotiations over the current
agreement. There was no discernible relationship with agency employment size, but
agencies involved in program management and delivery (62 per cent) and agencies with

multiple locations but with staff relatively concentrated at head office (61 per cent) were

more likely to have conducted evaluations.

The parties involved in the evaluation are shown in Figure 4.

It was most common for the evaluation to have been done
by the committee that was charged with negotiating the
agreement. This was the case for 34 per cent of agencies
conducting evaluations, followed by 26 per cent where the
evaluation was conducted by an ongoing agency
consultative committee. In 16 per cent of cases, only
management involved in employment relations oversaw the
evaluation. There were 11 per cent of agencies which drew
on independent advice, in the form of external consultants,
to conduct the evaluation for them. A handful of agencies, 5
per cent, had other, usually more elaborate evaluation
arrangements, as characterised in the quote alongside.

5

“Issues arising from the
previous agreement and
options for a new agreement
were identified by senior
corporate employees. This
process involved consultation
with the organisation’s senior
managers, employees and
their representatives on
issues arising from the
previous agreement and
priorities for a new
agreement. The process of
assessing the effectiveness
of the previous agreement
had been occurring
throughout the life of that
agreement.”

In this and the next chapter, the two agencies without certified collective agreements are excluded form

the analysis. We use “all agencies’ as a shorthand (ie. rather than the cumbersome “all agencies with certified

collective agreements”).
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A list of nine possible options for what was included in the scope of the evaluation was the
next question asked. This found that agencies nominated anywhere from none of the issues
covered (5 agencies) through to all nine (2 agencies), with a median and an average of four.
The most frequently mentioned issue was the implementation of initiatives in the agreement
(71 per cent). Other retrospective or evaluative issues which were covered by a majority of
agencies conducting an evaluation were the cost savings captured by the agreement (53 per
cent), impact on organisational and/or individual performance (50 per cent) and
productivity improvements achieved (53 per cent). Agencies also used the evaluation to deal
with prospective issues, such as pay rates relative to other agencies (55 per cent) and the
scope for change in future rounds of agreement making (50 per cent). There was less of a
focus on non-financial staff outcomes, such as recruitment and retention (34 per cent) and
changes in staff morale (24 per cent).

Figure 4: Parties involved in evaluation

Other
5%

Consultative committee
26%

HR/IR/WR staff
16%

External consultants
o
Joint staff/union working
party
8%

Committee responsiblefor
negotiating the agreement
34%

Base: agencies with certified agreements that conducted an evaluation.

Which issues were important?

The report on the 1999 survey identified a range of process and outcome issues that were
“emerging” and likely to shape the types of agreements made in subsequent rounds.
Drawing on these issues we asked agency respondents to rate each one on a scale from
“major issue” through to “not an issue”. The results of this are shown in Figure 5, where the
issues are ranked in order of importance. As can be seen from this, outcome issues clearly
predominated over process issues in importance, the most important being developing an
attractive package of pay and conditions, where over half of all agencies (51 per cent) rated
this a major issue and almost all considered it to be at least an important issue.

By contrast, no more than 12 per cent of agencies rated any of the four process issues to be of
major importance. More than half the agencies thought that the cost of agreement making
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and the time expended was, at best, an issue of slight importance. This might reflect an ex
post rationalisation as process matters are akin to a “sunk cost” once agreement has been
reached—as we shall go on to see, however, the cost and time of making agreements is far
from trivial.

Figure 5: Importance of issues in agreement making

| Major issue B Important issue @ Slight issue B Not an issue

Attractive pay package

Productivity improvements

Performance rel ated pay

Performance management reforms

Pay outcomes

Tailoring conditionsto agency needs

Cultural/organisation change

Linking remuneration to performance

Staff retention/attraction

Timetaken in agreement making

More effective agreement making

Cost of agreement making

Streamlining of conditions

Skillsin forming agreement

0% 20% 40% 60% 80% 100%

Base: agencies with certified agreements

Who was involved in agreement making?

Agencies were asked to indicate the range of people involved in agreement making. All
agencies involved in-house specialists, 70 per cent involved SES managers who were not
specialists in employment relations, and 57 per cent involved the CEO of the agency in the
process.
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On the staff/union side, there were 74 per cent of agencies
which involved paid union officials (including 60 per cent
of agencies which eventually made a section 170LK
agreement), and 93 per cent which involved employees of
the agency. There were four agencies which purportedly
involved neither staff nor paid union officials. Of those
involving employees, 26 per cent did so only with
employees nominated by staff, and 15 per cent only with
employees nominated by unions. The remaining 59 per cent
used some combination of these. Finally, there were four
agencies which indicated others who were involved—these
highlighted a more complex process of staff involvement
than suggested by the question.

“A parallel consultation
process was used involving
negotiation with union
representatives and direct
consultation with employees.
These consultations initially
were focused on a draft
management agenda (rather
than a draft agreement) and
once agreement in-principle
on the contents of the
agreement was reached the
final document was drafted.”

The preparedness of those involved to undertake negotiations may be related to their skills
and experience. Relatively few agencies, just 15 per cent, provided formal training in
negotiating skills for those involved. A further 45 per cent provided briefings to those
involved. Figure 6 shows that, in comparison with 1999, there has been a substantial rise in
the number of agencies which provided briefings and a decline in those providing formal

training or nothing at all.

Figure 6: Training provided for those involved
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Base: agencies with certified agreements

Besides those directly involved in the negotiations, agencies frequently turn to outside
groups for advice and assistance. In Table 5, those outside groups used and the proportion
of those using them rating the advice and/or assistance as “very helpful” or “helpful” is
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shown. The most frequently used source of outside advice was the service provided by the
DEWRSB Workplace Relations Implementation Group (93 per cent), which was followed by
advice obtained from less formal links and networks with other APS agencies, used by 79
per cent of agencies. The Australian Electoral Commission was used by 63 per cent of
agencies, presumably to hold ballots to endorse the agreement. There were just three
agencies which listed sources other than those mentioned—two of these were the relevant
union and the other specifically mentioned use of the Internet to access the OSIRIS database
of agreements, itself a service provided by DEWRSB. By and large, the pattern of use of
external sources of advice and assistance is broadly comparable with 1999, but with greater
use of other APS agencies or networks and lower use of external consultants.

The incidence of external sources used is not correlated in any way with ratings as to their
helpfulness. Disregarding the small number of agencies which mentioned “other” sources,
the two external sources considered the most helpful were the Electoral Commission (96 per
cent of those using) and consultants (89 per cent of those using). For the Electoral
Commission this represents a remarkable turnaround in assessments of its services
compared with two years previously when only 15 per cent of agencies using the
Commission rated it as “most helpful”.

Table 5: External sources of advice used and their helpfulness (row per cent)

Advice or Percentage
assistance reporting

sought @ advice to be

“very helpful”

or “helpful”
DEWRSB Workplace Relations Implementation Group 93 82
Other APS agencies/networks 79 67
Australian Electoral Commission 63 96
Public Service & Merit Protection Commission 49 63
Legal advisors 30 78
External consultants 30 89
Other sources 4 100

Base: agencies with certified agreements.
Note: a total sumsto more than 100 as more than one response possible.

It is also worth pointing out that across all of the sources there was never more than two
agencies which thought the advice or assistance provided was of no help at all.

Time and resources expended in reaching agreement

Agreement making can often be an intensive process, absorbing a good deal of time and
resources. It is likely to be more so the fuller the consultation and negotiation process. Also
of interest for this report is the extent to which experience gained in previous rounds has led
to more effective processes being put in place.

Figure 7 shows the elapsed time between articulation of the management agenda to having
the resultant agreement certified by the Australian Industrial Relations Commission. This
very clearly shows that the elapsed time has shortened in the past two years. In 1999, half of
all agencies had taken over nine months to finalise their agreement, but by 2001 this
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proportion had halved. Similarly, at the other end of the spectrum, only 15 per cent of
agencies took up to six months or less to finalise their agreement in 1999, and this
proportion had more than doubled to 37 per cent by 2001.

We can safely conclude from this that the average elapsed time has shortened since 1999,
probably by several months. However, it remains the case that the median agency spent
somewhere between six and nine months in finalising their agreement. Data from
DEWRSB’s current agreements database shows that the median life span of agreements in
the APS is 24 months. A six to nine month negotiating cycle every two years does suggest
that the process remains well drawn out. This is borne out by evidence from the agencies
themselves, where 58 per cent reported that the process took longer than anticipated, while
42 per cent said that it was about the expected duration. Not one agency reported that the
process was shorter than anticipated. Unsurprisingly, the longer the process did take the
more likely was the agency to regard it as having taken longer than anticipated—of those
agencies that took over nine months to finalise the agreement, 81 per cent said that it took
longer than anticipated.

Figure 7: Time taken to finalise agreement (per cent of agencies)
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Factors associated with alonger process

There are two types of factors that can be considered as contributing to a longer duration.
The first are known characteristics of the agency and the type of agreement it has—for
example, one would expect stand-alone agreements to take longer to finalise than those
which operate in conjunction with awards, as the former would be more wide-ranging.
Second, agency respondents were asked to select from a list of factors those that contributed
most to the duration of the process. This question can be directly compared with responses
to the same question in 1999.

The largest agencies, those with 500 employees or more, took longer on average to finalise
their agreements. Almost half of them, 43 per cent, took over nine months, and only one in
five (20 per cent) took no more than six months. Agencies with fewer than 500 employees
did not differ substantially in duration irrespective of their size. Centralised agencies (i.e.
based at a single location) took less time to finalise agreements than did those with multiple
locations—more than half (56 per cent) had finalised their agreement within six months.
Contrary to expectations, there was no difference in duration between those agencies with
stand-alone agreements and those with agreements that operated in conjunction with
awards. Duration was longer, however, in agencies with non-union agreements where 33
per cent took over nine months compared with 22 per cent of those with union agreements.

Table 6 looks at the second group of factors, those

nominated by agency respondents. These are ranked
according to their overall importance, and results are also
shown separately according to whether the duration was
about as expected or longer than anticipated. Dealing first
at the aggregate level, two thirds of agencies said that
consultative arrangements contributed to the duration and
one third said that union involvement did the same.
Negotiation, by definition, involves two or more parties,
and it therefore seems unreasonable to attribute this as a
factor causing delay. The negotiation might be seen as too
extensive, though in response to another question just 4 per
cent of agency respondents reported that communication
with staff over the agreement was more than was needed.
The real issue is whether the parties are able to reach
agreement without undue delay—this was not the case for
23 per cent of agencies.
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“There was a ‘no’ vote from
staff first time around which
delayed the process. The size
and organisation of the
tripartite consultative model,
i.e. which included
management, staff and union
representatives was also a
factor which impacted on the
time taken.”

“An ambitious management
negotiating agenda, a
background of organisational
transformation and internal
cultural divisions arising from
rapid expansion and change.”



Other factors are consistent with those mentioned above, such as the geographic spread of
the agency and its size. Obtaining the necessary policy clearance from DEWRSB was
mentioned by 13 per cent of agencies, and slowness in obtaining ministerial clearance was
mentioned explicitly by 7 per cent of agencies (i.e. in the space allowed for “other” factors
not covered on the list).

Table 6: Factors contributing to duration, by anticipated duration (column per cent)

About expected Longer than All agencies
duration anticipated
Consultative arrangements 82 55 66
Union involvement 27 37 32
Christmas/New Year break 24 37 31
Inability to reach agreement 0 39 23
Geographic spread 12 25 19
Waiting for related issues 15 22 19
Obtaining DEWRSB clearance 12 13 13
Large agency 12 6 8
Obtaining ministerial clearance 12 4 7
Changes to PS Act 3 6 6
Lack of knowledge/expertise 3 6 5
Unavailability of senior staff 0 6 4
Other factors 12 27 20

Base: agencies with certified agreements.
Note: total sumsto more than 100 as more than one response possible.

The table shows that where it took longer than anticipated to finalise the agreement,
agencies were more likely to nominate most of the factors. Perhaps the most revealing
difference is the inability to reach agreement, clearly a factor that is difficult to anticipate.
This was not mentioned by any of the agencies which arrived at agreements according to
their expected timetable, but was mentioned by 39 per cent of those reporting that it took
longer than anticipated. It is likely that the disagreement was at the negotiating stage, as
only 9 per cent of agencies reported that the agreement failed to win the backing of a
majority of staff at its first vote.

Both the ranking and scale of the responses is very similar to those put forward in 1999. For
example, in 1999 consultative arrangements was ranked first, nominated by 69 per cent of
agencies. This was followed by union involvement (40 per cent) and in fourth place was the
Christmas/New Year break (28 per cent). The one area where there has been a marked
decline is the proportion of agencies pointing to their own lack of knowledge and expertise.
In 1999, 33 per cent of agencies said this was a factor contributing to duration. By 2001 this
had fallen to just 5 per cent of agencies, suggesting real returns from drawing on past
experience—this is also consistent with the overall shorter duration when compared with
1999.

Cost of reaching agreement
Besides the elapsed time, reaching agreement involves real costs to agencies, most obviously

in the salaries of those staff directly involved in the process of agreement making. This issue
was notably absent from the Australian National Audit Office report on agreement making
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in the APS, which chastised agencies for dwelling on process issues rather than the
outcomes of agreement making. Any reasonable assessment, particularly within a cost-
benefit framework, must consider both.

Agencies were asked whether they were able to estimate the administrative cost to the
agency in reaching their current agreement. Just 4 per cent reported that they could do so
precisely, while 69 per cent said they could do so approximately, leaving 28 per cent which
said they could not estimate the cost. It is possible to make a broad comparison here with the
practice in 1999, where 56 per cent of respondents said they were able to provide an
estimate, whether precise or approximate, but, in the event of being asked, only half of these
were able to do so. This suggests more agencies are now taking account of the costs of
agreement making, even if most do so only on an approximate basis. To take account of the
fact that most agencies would only know the costs on an approximate basis, when asked for
an estimate of those costs, relatively wide bands were used. Figure 8 shows the magnitude
of these estimated costs.

As with time taken to make agreements, we would anticipate that certain characteristics of
agencies and their agreements would be associated with the cost of reaching agreement. It
would clearly be expected that the larger the agency the higher the cost, and this is
confirmed in the results, shown in Table 7. No agency with fewer than 500 employees spent
over $250,000 in costs, while 80 per cent of the smallest agencies spent less than $100,000.
What might not have been expected but was also revealed in this analysis was, the larger the
agency, the less likely they were to know, even on an approximate basis, the costs involved.
Two in five of the largest agencies could not estimate the cost. Given the clear association
between agency employment size and actual cost, the magnitude of costs shown in Figure 8
needs to be qualified—that is, it is likely that most of the agencies who were unable to report
costs were at the upper end of the cost distribution.
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Figure 8: Cost of agreement-making
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Base: agencies with certified agreements.

Table 7: Costs of reaching agreement, by agency employment size (column per cent)

Under 100 100-199 200-499 500 or more

employees employees employees employees
Don’t know cost 7 18 33 40
Under $100,000 80 65 42 17
$100,000 to $249,999 13 18 25 20
$250,000 or more 0 0 0 23
Total 100 100 100 100

Base: agencies with certified agreements.

Besides the association with agency employment size, it was also the case that agencies with
agreements operating in conjunction with awards had lower costs (80 per cent under
$100,000), as did, to a lesser extent, agencies which were centralised around a single location
(52 per cent under $100,000).

There were also a number of interesting associations with other process issues highlighted in
this chapter. First, agencies which had undertaken a formal evaluation of the previous
agreement were more likely to know what their present agreement had cost, 79 per cent
compared with 67 per cent of agencies without an evaluation. Second, there was no clear
association between the agency respondent’s view on the importance of the cost of
agreement making as an issue (see Figure 5) and the realised cost, save for the 18 per cent
who considered it not to be an issue—rightly, as it transpired, as in 73 per cent of these cases
the cost was under $100,000. Third, agencies which provided no training or briefing to those
involved in negotiating the agreement were both more likely to not know the costs (38 per
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cent) and also, where they could estimate the costs, to have higher costs (11 per cent with
$250,000 or more). Finally, the longer it took to finalise an agreement, the greater on average
the cost.

Comparisons with previous round of agreement making

In this chapter we have made frequent references to the results of the 1999 survey, working
on the basis of the (sound) presumption that most agencies have since then been through a
further round of agreement making. We have been able, by doing this, to show that the
amount of elapsed time to reach agreement is now demonstrably shorter than it was two
years previously.

Another way of approaching this issue is to ask respondents themselves to make
comparisons with the previous round of agreement making. The results of this question are
shown in Figure 9. Disregarding those who said they did not know, or that no comparison
was possible—mostly relatively new agencies created by machinery of government
changes—there is a plainly evident pattern: looked at as a whole, the process of agreement
making has become easier. The number of agencies reporting that the current agreement
was less costly, less time consuming, and a less difficult process overall outnumbered those
who reported that it was the converse by a factor of at least three to one.

Figure 9: Comparisons with previous round (per cent of agencies)
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Base: agencies with certified agreements able to make comparisons with the previous round.

In the remainder of this section, we focus on this last comparison as the single best summary
measure of change over time. As can be seen from the figure, of those able to make a
comparison, 47 per cent considered the process of agreement making was less difficult in the
current round than the previous round, compared with 14 per cent who thought the



opposite. Agencies which were more likely to consider the process to be a less difficult one
included:

== ggencies involved in program management or delivery (62 per cent);

== those with a section 170LK agreement (63 per cent);

== those which provided training to those involved in negotiation (67 per cent);

== all five agencies where the elapsed time to reach agreement was within 3 months; and,

== those where the time taken to reach agreement was about what had been expected (70
per cent).

In contrast, agencies which were more likely to consider the process to be more difficult than
in the previous round included:

== the largest agencies (22 per cent);

=== ggencies involved in service delivery (23 per cent);

== those agencies which took more than 9 months to finalise their agreement (33 per cent);

== those where the time taken was longer than anticipated (26 per cent); and,

== ggencies which reported an inability to reach agreement as a delaying factor (44 per
cent).
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4. Content and outcomes of certified
agreements

This chapter moves on from the process issues of the past chapter to concentrate on the
agreements themselves—what provisions do they contain? what was the rationale behind
these provisions? In particular, there is most interest in the ways in which agencies have been
able to sguare the circle of funding pay increases within budget appropriations, as required by
the Policy Parameters.

Wage outcomes

As we saw in the previous chapter, the issue which ranked foremost in importance for
agencies as they prepared to enter negotiations over their current agreement was developing
an attractive package of pay and conditions of employment.

The pay rises contained within agreements can be converted into a percentage increase per
annum figure. This number is calculated by DEWRSB staff on the basis of clauses contained
within the certified agreement. What is most striking from perusing the main pay provisions
within agreements is the remarkable degree of variation, and often ingenuity, in how pay
packages are structured across agencies. This makes comparisons across agencies difficult.
There are three particular problems.

First, some agreements contain provisions for lump-sum payments, often a “signing-on
bonus”, which are not incorporated into base salary—these sums are generally not
incorporated into the percentage increase per annum figure. For example, the Australian
Customs Service agreement included provision for a starting payment of between $451 and
$1,441 depending on classification. The Department of the Senate paid a bonus payment of
$1,000 to all full-time staff ($800 to part-time staff) on certification in November 1999 with a
further $1,000 bonus six months later.

Second, pay rises are in many cases conditional on certain goals or targets being met. These
are sometimes tied © individual performance, sometimes to organisational performance.
Generally, those which are tied to individual performance take the form of bonus payments,
while those tied to agency performance become incorporated into base pay. For this latter
form of increase we have assumed that it will be (or has been) paid, and it is therefore
included within the percentage increase per annum figure. This issue is explored further
below.

Third, a small number of agreements provide for different pay increases according to job
classification. Some give higher increases to Executive Level staff in comparison with those
at the APS 16 level, while others do the opposite. In these cases, we have calculated a
weighted average for the agency as a whole based on the employment numbers provided to
us in the survey.
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Taking these qualifications into account, the figure used is best understood as the average
change to base salary within the agency. It will generally understate real changes in earnings
because of the exclusion d one-off bonus payments and individual performance bonus
payments. Figure 10 shows the distribution of pay increases across agencies. These ranged
from 2.3 to 6.7 per cent per annum, with a median of 3.8 per cent, and an average of 3.9 per
cent. Two in three agencies (69 per cent) fell into a one and a half percentage point band
spanning 3.0 up to 4.5 per cent per annum.

Figure 10: Pay increase from agreement (number of agencies)

26 1
24 A
22 A
20 A
8
5 -
Y -
P -
0
g
6
4
2

0 T T T T T T T T T 1
2.0-<25 25<30 3.0-<35 3.5-<4.0 4.0-<45 45-<50 5.0-<5.5 55-<6.0 6.0-<6.5 6.5<7.0
% per annum

Base: agencies with certified agreements.

Analysis of this average figure across the main characteristics of agencies yielded few
substantial differences. It is, for example, sometimes claimed that smaller agencies have less
capacity to pay increases than larger agencies, but our analysis did not bear this out. The
average pay increase was lower in agencies involved in program management and delivery
(3.5 per cent per annum) than in other agencies. There were some modest differences
depending on the type of agreement which had been struck. Stand-alone agreements
resulted in, on average, a 0.28 per cent per annum higher increase than agreements which
operated in conjunction with awards. Agreements made with unions were, on average, 0.24
per cent per annum higher than those made directly with employees. These are quite
modest differences, amounting to an annual gross pay difference of no more than $140 for
staff earning up to $50,000 per year.
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Agency respondents were asked to indicate which of a range of listed factors had helped to
determine the size of the increase delivered over the life of the agreement. The responses to
this question are shown in Table 8, alongside the average pay increase. It is clear from this
table that the main factors which drive the size of the pay increase is finding the balance
between what the agency can afford and the “going rate”. Benchmarking is done much more
against other APS agencies (71 per cent) than against the wider external labour market (40
per cent). This is especially interesting in light of the Audit Office’s view that “there is scope
to align APS remuneration costs more closely with the private sector” and that agencies

should be encouraged to do sos. The answers given here, taken together with the response
that in 58 per cent of agencies the size of the pay increase was determined by the general
expectations of staff, suggests that the reality is the going rate is largely set by reference to
the APS. This most likely reflects the pattern of labour mobility—that is, it largely occurs
within and across APS agencies, and much less so across the broader labour market. A
further interesting feature of the findings in this table is that increases generated by
improving productivity and staff commitment were considerably more prominent than the
narrower focus on pruning costs by, for example, rationalisation of employment conditions.

The factors cited by agency respondents are similar in rank and magnitude to those

mentioned in response to the same question in 1999. Indeed, the first three ranked issues
were the same in 1999, reported by 60, 55 and 42 per cent of agencies, respectively.

Table 8: Factors determining size of pay increase, and average pay increase

Per cent of Average pay

agencies increase in those

indicating this as agencies (% per
factor annum)
Levels offered in other APS agencies 71 4.0
Limit set by internal budget 65 3.9
Productivity increases 63 3.9
General expectations of staff 58 4.0
Staff commitment to ongoing change 47 3.8
External market forces 40 4.0
Savings identified in agreement 36 3.9
Administrative savings 34 3.9
Rationalisation of employment conditions 30 3.6
Union claim for pay increase 24 4.1
Compensation for delays in reaching agreement 19 4.3
Other factors 7 3.7
All agencies — 3.9

Note: total sumsto more than 100 as more than one response possible.

By and large, there was little association between those factors nominated by agencies as
contributing towards the size of the pay increase, and the increase itself. The one factor
which stands out is compensation for delays in reaching agreement, nominated by 19 per
cent of agencies, and resulting in an average pay increase of 4.3 per cent per annum. This is

6 The Auditor-General Audit Report No.13 2000-2001 Performance Audit: Certified Agreementsin the
Australian Public Service, 4 October 2000, page 18.
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to be expected as it is partly a retrospective correction to maintaining relativities. There is
also some evidence that a consistent and concerted approach to how to generate funds to
meet the cost of the pay increases is associated with higher increases. Agencies which
focused on achieving cost savings but not productivity improvements or staff commitment
had an average ncrease of 4.1 per cent per annum. Those that focused on productivity
improvements and/or staff commitment, but not on cost savings had an average increase of
4.0 per cent per annum. Those that attempted both strategies, or neither, had an average
increase of 3.8 per cent per annum. Once again, the scale of these differences is quite modest,

so one should be wary of overstating the finding.

Overall, three in five agencies (59 per cent) believed that
they would be able to fully meet the cost of the pay
increases through productivity improvements or savings
contained in the agreement, 29 per cent thought it was too
early to judge, and 12 per cent stated that they could not. It
is worth noting that this latter group had an average pay
increase that was 0.29 per cent per annum higher than other
agencies. When asked to elaborate on why they would be
unable to fund the pay increases from within the
agreement, most pointed to operational improvements in
performance outside the agreement making process which
would generate savings.

“Productivity improvements in
the service delivery area have
and will be delivered through
significant re-engineering,
benchmarking performance
for some services and
investing in new technologies.
The department continues to
pursue organisational
efficiency by consolidating
operations and is well
advanced in the investigation
of appropriate models of
service delivery for corporate
services including
investigating further
competitive tendering and

contracting.”

Contingent pay increases

As highlighted in the opening part of this section, behind the single summary figure of the
average pay increase lies a good deal of variability in how that increase is structured. We
look briefly at this, drawing on evidence from the survey.

In almost all cases, 95 per cent, agreements provided for ongoing agency-wide pay increases
to be paid to all staff covered by the agreement. Of these agencies, two in three (68 per cent)
had automatic increases to be paid on set dates built into the agreement, and about one in
three (28 per cent) had agency-wide pay increases some or all of which were contingent.
There were also 4 per cent of agencies where the respondent was unable to answer the
guestion. There has been a slight drift towards agency-wide pay increases becoming more
contingent over time—in 1999, 73 per cent of agencies had agreements containing provisions
for automatic increases.

Those agencies where some or all pay rises were contingent were asked what the triggers
were, the results of which are shown in Figure 11. The two items which stand out are
achieved productivity improvements (65 per cent) and achieved objectives as specified in
the agreement (61 per cent). While these numbers appear substantial, they need to be
translated into an “all agencies” figure to be properly interpreted. Put this way, fewer than
one in five of all agencies specify productivity targets or other corporate goals in their
agreements. The third most significant item was that changes in the agreement had been
implemented (44 per cent, representing 12 per cent of all agencies). In the next section we
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explore the issue of delay in enacting provisions in the agreement. Other issues ranked less
highly, including clauses which state that pay increases will only be paid if there is an ability
to fund within appropriations—this was mentioned by 30 per cent of agencies, translating
into fewer than one in ten overall.

Figure 11: Contingent pay targets
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Base: agencies with certified agreements where agency-wide pay rises are contingent.

In addition to making agency-wide pay increases contingent, there are also many agencies
where the agreement allows for differential individual pay increases which are dependent
upon performance. There are also some cases where the agency-wide pay increase can be
withheld from individuals if their performance is unsatisfactory, but we do not explore that
here, as this is more to do with management of under-performance. Similarly, in most
agencies (85 per cent), individuals progress through a salary scale on the basis of
performance assessment. While these provisions are often incorporated into agreements, our
focus is on the ability of individuals to obtain higher pay increases than others or additional
payments on the basis of performance. Overall, 57 per cent of agencies have such provisions
in their agreements. This is made up of a combination of any one or more with accelerated
salary advancement (42 per cent), additional bonus payments (29 per cent) and higher
percentage pay increases (17 per cent).

The above findings are summarised into an aggregate picture of contingent pay increases as
shown in Figure 12. In roughly one in three cases (31 per cent) agencies have uniform and
predictable outcomes in the sense that all staff get the same pay rise triggered just by the
date in the agreement. However, these agencies are outnumbered by a factor of two to one
by those where pay rises are subject to certain conditions being met and/or where
individuals have the scope to earn pay rises (or bonuses) in excess of the agency-wide rise.
The largest grouping is 32 per cent of agencies where agency-wide pay increases are
“automatic”, but individuals have the scope to earn additional payments or higher increases
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based on their own performance. There is also a substantial group (23 per cent) where pay
increases are contingent both upon agency-wide targets being met and on individual
performance. It is comparatively rare, just 7 per cent of agencies, for organisation-wide pay
increases to be contingent, but for individual pay increases not to be. This very much
suggests that the two phenomena go hand in hand.

Figure 12: Contingent pay increases
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Base: agencies with certified agreements.

Productivity provisions and outcomes

Among APS agencies there is most interest in finding ways of enhancing productivity, so as
to fund pay increases from within appropriations, but also so as to get better value for
taxpayers ” money. Public sector organisations face a quite different operating environment
to the textbook model of the private company producing widgets. Under this model, it is
possible to determine the real unit labour cost of producing each widget. Gains in
productivity, whatever their source (e.g. technological improvements, efficiency gains), are
reflected in lower real unit labour costs—this gain can then be shared with the workforce
keeping unit labour costs constant. Such a model does not translate well to organisations
delivering services to the public, let alone those engaged in delivering services to Ministers
(i.e. provision of policy advice). Furthermore, whether there are productivity improvements
or not, private sector firms are also able, subject to competitive constraints, to pass on pay
rises to customers, something that public sector agencies which must work within
appropriations are unable to do. All of this means that agency managers are obliged to find
creative ways of doing more with less, while maintaining, at a minimum, a consistent
quality of service.
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Table 9 shows the features of agreements which agency
respondents reported have contributed most to enhanced
performance. The question was deliberately designed to tap
the whole of the experience with agency-level bargaining,
not just the current agreement—the pilot survey revealed
that several agencies had found that they had exhausted the
limit of gains to be made in particular areas, and the agenda
had now moved on to newer ways of improving
performance. The left-hand column shows the percentage of
agencies nominating particular feature of agreements, while
the right-hand column shows the score on an ““importance
index”” from the three features ranked as most important.
This score is calculated by assigning a value of 3 to the
feature ranked first, 2 to that ranked second, and 1 to the
third ranked, and then dividing the total by 6. Across all
agencies and features the importance score sums to 100.

“Most of the areas described
in this question were
addressed as part of the
previous agreement and were
not substanially changed as
they were working well. Some
changes were made in the
area of further simplification
and tailoring of conditions, but
the major productivity/
performance improvements
were delivered through
business changes occurring in
parallel to the agreement
making process. It was these
business changes that
provided the productivity
savings to pay for the
agreement.”

Table 9: Most important performance enhancing features of agreements

Per cent of Importance
agencies index score
saying
important %
Enhanced performance management arrangements 74 26.0
Family friendly working arrangements 74 9.0
Flexible hours of work 61 9.8
Tailoring conditions to agency business 57 11.2
Leave simplification/streamlining 56 4.2
Streamlined conditions of employment 52 6.4
Allowance simplification/streamlining 49 2.8
Training and development 39 4.6
Revisions to classification structure/broadbanding 37 7.8
Performance-related pay 29 6.7
Direct communication with staff 29 4.0
Reward and recognition programs 18 0.6
Team based working arrangements and rewards 12 1.2
Other features 23 6.0

Base: agencies with certified agreements.

Note: a total sumsto more than 100 as more than one response possible.

On average, each agency nominated six features from the pre-designated list of fourteen
possible features. Taken together, the clear stand out feature is performance management
arrangements, mentioned by 74 per cent of agencies and with a score on the importance
index of 26.0. Of those agencies nominating this as a factor, dl but one in ten included it
among the three most important. In general there is a reasonable match between the
incidence of agencies citing a particular feature as important and its ranking on the
importance index, but there are some notable movements. Family friendly working
arrangements was also reported as an important feature by 74 per cent of agencies, but had a
much lower score on the important index (9.0) than for performance management
arrangements; indeed, on the basis of this ranking, it falls from equal first to fourth most
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important. Similarly, there appear to be only modest returns to simplifying allowances and
leave arrangements. These were mentioned as important features by 49 per cent and 56 per
cent of agencies respectively, but did not score so highly on the importance index. Revisions
to classification structures were reported by just two in five agencies, but in terms of
contribution to enhanced performance it appears to deliver dividends, with two in three of
those mentioning it rating it among the three most important.

It is possible to compare the results presented in Table 9 with the findings from a near
identical question in the 1999 survey. This shows a relatively high degree of stability in the
most important performance enhancing features over time. In 1999, the three most highly
ranked issues were enhanced performance management arrangements (mentioned by 77 per
cent of agencies), flexible hours of work (60 per cent) and leave simplification/streamlining
(53 per cent). The proportion of agencies citing these has barely altered. Two issues which
are now more important are family friendly working arrangements (up from 22 per cent of
agencies in 1999 to 74 per cent in 2001), and tailoring conditions to agency business (up from
25 to 57 per cent).

Specific innovative features of agreements

Doubtless, some readers are still waiting for details of the “magic bullet”, the one provision
that they need to include in their agreements, so that productivity improvements result. Of
course, nothing is ever so straightforward. It is still, however, one of the objects of this report
to provide details of provisions which agencies regard as having “worked”, which might in
turn usefully be drawn upon by other agencies. To this end, agencies were asked to detail up
to five specific clauses contained in their agreement that they considered to be especially
innovative or important in enhancing performance. Appendix A contains some illustrative
examples of these clauses—the full set of responses will be drawn upon by DEWRSB as part
of its advisory and assistance services.

There are two clear findings from this material. The first is that the clauses quoted largely
validate the findings from the previous sub-section, with performance management
arrangements, flexible working hours and revisions to the classification structure all figuring
prominently. The second main finding is that, similar to the way in which pay increases are
structured, there is an enormous amount of variation and creativity in the way in which
provisions are drafted. The label “flexible hours of work”, for example, covers a multitude of
arrangements, from seven days a week rostering, to bandwidth hours, to part-time work. It
is evident that agreements are being made which are specifically tied to the operational
requirements of the agency, thus clearly meeting one of the main policy goals in devolving
the setting of pay and conditions to individual agencies.

Performance indicators in agreements
A particular issue which arose in the Audit Office report was that agreements should

contain specified objectives, these should be measurable and reported upon to staff and in
annual reports.
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In the previous section we showed that 28 per cent of agencies had agreements where some
or all agency-wide pay rises were contingent on various goals or targets being met. Of those
that had such provisions, the two most important targets were productivity improvements
being achieved or other specified corporate objectives being met. It is possible, of course,
that agreements specify objectives to be achieved over the life of the agreement which are
not directly tied to pay increases. Just over one in three agencies (37 per cent) said that their
agreement had specified objectives. Agencies were more likely to state this where agency-
wide pay increases were contingent (59 per cent). It was also the case that agencies involved
in the provision of policy advice (50 per cent), and those which were relatively centralised
around a head office (43 per cent) were more likely to have specified performance outcomes
detailed in the agreement.

Another way of approaching the issue of performance indicators in agreements is to identify
what agencies do generally in the way of monitoring performance, and then whether the
results of this monitoring feeds into targets in agreements. Table 10 shows the proportion of
agencies which collect and report upon a range of performance indicators in their agency,
and of those, the proportion who specify targets for these in their agreement. The findings
from this are clear: many agencies keep records on a variety of performance indicators, but
very few agencies incorporate set targets for these in their agreements.

Table 10: Agencies with performance indicators and their inclusion in agreements

Per cent of Per cent with
agencies which indicators
collect and which include
report on targets in
indicator agreement
Program/service delivery costs 61 10
Labour turnover/staff retention 59 0
Client/customer satisfaction 58 10
Absenteeism/lost working time 54 7
Staff job satisfaction/morale 54 0
Non-budgetary revenue 36 3
Ancillary costs 24 0
Skill levels/audit 21 17

Base: agencies with certified agreements.

Between half and three in five agencies keep records on program and service delivery costs,
labour turnover, client satisfaction, and absenteeism but no more than one in ten of those
keeping records on these measures include targets within their agreement. Why they do not
would be a worthy topic for further investigation. In the case of program and service
delivery costs, the inclusion of targets would provide a transparent means of linking savings
to pay increases. This would certainly match the stated aims of the Policy Parameters,
though it may well be the case that making pay rises contingent on specified targets exposes
the agency to the risk of frustrated staff expectations and lagging relativities against other
APS agencies, both of which were among the most important factors in explaining the size
of pay increases. A further example is labour turnover and staff retention. It is frequently
claimed that family friendly working arrangements will improve retention rates, saving
costs in staff replacement. If retention rates rose above the average, the reduced staff
replacement costs could be shared with the workforce. However, not one agency specifies
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staff retention targets in their agreement, despite the fact that 74 per cent of agencies cite

family friendly working provisions as an important performance enhancing feature of their
agreements, and 59 per cent keep records on staff retention. This does suggest something of
a disjunction between rhetoric and practice.

Delays in implementing provisions in agreement

In the previous section we showed that in 12 per cent of agencies, pay increases across the
board could potentially be withheld if provisions in the agreement were not implemented.
Does the inclusion of such a clause act as a spur to encourage provisions to be acted upon?
The answer appears to be apparently not. Of the (ten) agencies with such a clause in their
agreement, half (five) reported delays in the implementation of various provisions. This is
well above the proportion of other agencies, where 21 per cent reported delays, giving an
overall figure of 25 per cent of agencies experiencing delays. When asked what were the
source of the delays, agency respondents mostly said (48 per cent) that they were waiting for
related issues to be resolved. Other reasons for delay included a lack of resources (10 per
cent), other competing priorities (10 per cent), and the unavailability of senior people to
attend meetings (5 per cent). There were none at all which attributed delays to employee
resistance, while 10 per cent (representing just 2 per cent of agencies overall) attributed
delays to union involvement.
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5. Australian Workplace Agreements

In Chapter 2 we presented the main findings on the different forms of pay setting within
agencies. To reprise these findings, Australian Workplace Agreements (AWASs) were used
widely across agencies, but applied to relatively few staff, mostly those at SES level. Overall,
93 per cent of agencies had at least some staff on AWAs, and of all APS employees (in those
agencies surveyed) 5.2 per cent were on AWAs (see Table 3). There were two agencies where
all staff were employed on AWAs. In this chapter, we look more closely at the strategic
objectives of using AWAs. The Government’s stated policy is that, given the level of their
duties, SES employees should be covered by AWAs. Below this level agencies should
consider extending the use of AWAs, but are not under any obligation to do so. Agencies
therefore face a strategic choice between opting for certified collective agreements or AWAS
(as, indeed, they also face a strategic choice in the form of certified collective agreement, i.e.
whether with trade unions as a party, or with employees directly).

Extension in AWA coverage

Of all agencies, 44 per cent said they had extended the coverage of AWASs since the previous
round of agreement making. This appears to be consistent with the evidence obtained on
coverage from this survey compared with the 1999 survey. For example, in 1999, 49 per cent
of agencies had one or more Executive Level 2 staff on AWAS, 23 per cent had one or more
Executive Level 1 staff on AWAs and 29 per cent had one or more APS 1-6 level staff on
AWASs. By 2001 (see Table 3), 72 per cent of agencies had one or more Executive Level staff
on AWAs—we do not know the breakdown between Executive Level 2 and Executive Level
1—and 36 per cent had one or more APS 1-6 level staff on AWAs. Clearly, there has been an
extension in coverage since 1999, most marked at the Executive Level classifications.

Which agencies are the most likely to have done so? There is a clear positive association
between agency employment size and extension in AWA coverage. Among the smaller
agencies (those with fewer than 200 employees) less than a third had extended AWA
coverage, while more than half of agencies above this size had, rising to 60 per cent among
agencies with 500 employees or more. Policy and advisory agencies were also more likely to
have extended coverage (57 per cent), as were those with stand alone certified agreements
(48 per cent, compared with 20 per cent of those with agreements operating in conjunction
with awards). There was no discernible association between the parties to certified
agreements and extension of AWA coverage. Not surprisingly, agencies which stated that
coverage had been extended had, on average, more employees covered by AWAs than
agencies which had not, by a factor of two—7.0 per cent compared with 3.6 per cent.
Nonetheless, even in those agencies which have extended coverage, the use of AWASs
remains narrowly targeted.

Those agencies which had extended coverage of AWAs since the previous round of
agreement making were asked what were the objectives in doing so, and to indicate whether
these objectives had been met—the options being yes, no and too early to say. Table 11
shows the responses to these two questions. There was a general tendency with the question
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on objectives to ““tick all of the above”” with, on average, half of all the 11 possible
responses marked. Only one of the listed objectives, that staff have a preference for AWAs
over certified agreements, failed to get he endorsement of at least a third of agencies.
Nonetheless, it is apparent that there was a greater focus on being able to reward
individuals in ways that certified agreements may not permit (so as to retain their services),
with somewhat less of a focus on using AWAs as a device to promote enhanced
performance. It is also worth noting that three times as many agency respondents reported
as an objective that certified agreements do not suit agency needs (for key staff) as did that it
accorded with staff preferences.

Table 11: Objective of extending AWA coverage, and whether met

Per cent of Per cent of
agencies those where
saying objective met

objective
Recruitment and retention of key staff 92 71
Better able to link pay to individual performance 82 73
Meets needs of individuals 82 86
Achieve greater flexibility 72 85
Improve accountability of key staff 54 48
Increase productivity or performance 49 55
Negotiate directly with staff 41 90
Certified agreements do not suit agency needs 41 90
Promote cultural change 39 61
Staff prefer AWAs to certified agreement 13 63
Other objectives 13 100

Base: agenciesthat have extended AWA coverage.

By and large, agency respondents were confident that their stated objectives had been met.
For all but one objective a majority thought so, and where they did not they invariably
stated that it was ““too early to say”; indeed, across all the objectives, no more than one
agency reported that it had not been met. As before, it is apparent that the aspirations of
individual staff on AWAs are, according to agency respondents, being met—at least three in
four said they had been successful in negotiating directly with staff, linking individual pay
to performance and meeting the needs of individuals. When the focus shifts more to the
agency pay-off, there is somewhat less confidence that the objective has yet been met—
around a half thought that individual accountability had been improved, and productivity
had increased.

Agencies were also asked whether they had any plans to further extend coverage of AWAs
in the future—the results of this are shown in Figure 13. Just one in five agencies (22 per
cent) said they had such plans. Those that said yes were asked to indicate to which levels of
staff they were intending to extend coverage. Almost all of those saying yes, 95 per cent
(representing 21 per cent of all agencies), had plans to extend them to Executive Level 2
staff, and 63 per cent (representing 14 per cent of all agencies) had plans to extend them to
Executive Level 1 staff. Very few agencies, no more than 6 per cent, had plans to extend
them to any other classifications.
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Figure 13: Extending AWAs in future (per cent of agencies)
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Differences between AWAs and certified agreements

As well as understanding the objectives of having AWAs in place, it is also important to
understand something of their content, in particular the ways in which they differ from the
agency’s certified agreement. Table 12 shows the responses to this question from those
agencies which operate both forms of regulatory instrument (i.e. excluding the six agencies
where no staff are on AWAs and the two agencies where all staff are on AWASs). The most
important difference is that pay outcomes are higher in AWAs than in certified agreements.
One interpretation of this might be that this is because AWAs are largely confined to SES
staff who would earn more than staff in other grades irrespective of whether they were on
AWAs or covered by a certified agreement. However, if we restrict attention to those
agencies where there is partial coverage of AWAs at the Executive Level (i.e. some, but not
all are on AWASs), the finding still holds: 71 per cent of these agencies stated that pay
outcomes were higher for staff on AWAs. This is consistent with the finding in the previous
section that the most important objective of extending coverage of AWAs is to retain key
staff—that is, in those agencies with partial coverage, some Executive Level staff are more
““key”” than others, and are placed on AWAS so as to pay them more than could be got
under the certified agreement, thus increasing the likelihood that they will remain with the
agency.
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Table 12: Differences between AWAs and certified agreement, by AWA coverage
(column per cent)

Agencies Agencies All agencies

with high with low with AWAs

AWA AWA and certified

coverage coverage agreement
Pay levels higher 68 63 65
Performance pay available 50 44 46
Pay levels more variable 39 44 42
Job specific targets included 29 25 26
Conditions of employment more streamlined 29 19 22
Retention bonus available 25 23 24
Car/other benefits available 0 13 8
No guarantee of job security 7 2 4
No key differences 7 2 4
Total remuneration package 7 0 3
Other differences 7 15 12

Base: agencies with certified agreements.

Interestingly, only 42 per cent of agencies reported that pay outcomes were more variable
under AWAs. We take this to mean that in the balance of agencies (i.e. 58 per cent) the pay
range or salary scale for staff on AWAs at a particular classification is identical. This is
consistent with a body of research findings on the use of individual employment contracts
which suggests they are largely ““standardised packages, individually wrapped””.7

Two ways in which pay outcomes might be made more variable for staff on AWAS, besides
variation in base salary, is the ability to earn performance pay bonuses (available in 46 per
cent of agencies) and retention bonuses (24 per cent). The latter is especially interesting in
light of the discussion in the previous chapter that no agencies incorporate labour turnover
or retention rate targets within their certified agreement.

Finally, just 4 per cent of agencies indicated that ongoing employment was not guaranteed
in AWAs (whereas, presumably, staff covered by certified agreements have an ongoing
employment contract, subject to performance review procedures).

The comparison between those agencies with relatively high AWA coverage (10 per cent or
more of all staff) and those with relatively low coverage showed some slight differences.
Those with relatively high coverage were somewhat more likely to point to differences in
pay levels, availability of performance pay, streamlined conditions, job specific targets, total
remuneration packages and no guarantee of job security. In contrast, those agencies with
relatively low AWA coverage were somewhat more likely to highlight that more variable
pay levels and the availability of cars and other benefits. Although the differences are not
substantial, they are consistent with an overall more strategic focus in how AWAs are used
by those agencies with relatively high coverage.

! See, for example, S. Deery and R. Mitchell (eds.), Employment Relations: Individualisation and

Union Exclusion, Federation Press, Sydney, 1999.
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A further strategic option open to agency management,
besides extending the coverage of AWAs, is to find ways of
making the certified agreement more like AWAs. Agency
respondents were asked to indicate the features of AWASs
they would like to see included as provisions in their
certified agreement—after all, there is no theoretical barrier
to including performance pay or retention bonuses in
certified agreements, and we showed earlier (see Figure 12)
that individual pay increases are often contingent. The most
common response to this question was “none”, either
expressly stated or inferred from a nil response, which was
put forward by 38 per cent of agencies.

Besides this, about one in three agencies stated that they
would like to incorporate an ability to offer flexible reward
packages, greater  accountability @ for  individual
performance, and more variation in pay outcomes
(presumably, both across and within job classifications). In
18 per cent of agencies, there was also a desire for greater
flexibility in working hours and arrangements—it is no
surprise that this is mentioned by so few agencies given its
high prominence already within certified agreements (see
Table 9).
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6. Overall reflections on agreement
making

In this chapter we draw on a range of essentially evaluative questions which asked agency
respondents to reflect upon their current agreement—whether it had met the goals that the
agency had set, what lessons had been learned for the next round of agreeement making,
and changes they would like to see made to the system.

Assessment of current certified agreement

Benefits for employees

Thus far we have largely focused on agreements from the perspective of what productivity
improvements it delivers for agencies. Similarly, discussions of the pay increase quantum
have largely focused on the factors driving it. Changing focus, we can invert the question to
instead ask “what’s in it for employees?”. Figure 14 shows the results of a question designed
to identify the most significant benefits arising to employees from the agreement as reported
by agency respondents. As might be expected, the most significant benefit to employees was
in fact the pay increase, seen as “highly significant” or “significant” by all but 7 per cent of
agencies.

Over and above this, however, were many benefits which were ranked near equal in
significance. In particular, more flexible w