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1. Executive summary
Long service leave or LSL, as its name describes, is an entitlement paid by
employers to employees in recognition of their long service with their employer.
Suggestions that LSL should become portable in industries and businesses that
offer opportunities for long service as a concession to people who like to change
jobs are destructive. Such proposals are effectively a new impost on employers with
a negative impact on productivity – they are a twofold blow to employers. Such
concessions have the potential to cripple surviving Victorian employers.
It is ARB’s submission that portability of LSL must not be introduced to industries
where long term employment is available. To do so will cost further valuable
Victorian jobs and push highly regarded Victorian businesses interstate or offshore.

2. ARB - a Victorian employer
ARB Corporation Ltd (ARB) is Australia’s largest manufacturer and distributor of
four wheel drive vehicle accessories and is headquartered in Victoria.
ARB has annual global sales of $300 million, and is an ASX listed top-200 company.
ARB has global reach through its offices in the United States, Europe and Thailand
and an export network that extends through more than 100 countries around the
globe.
ARB employs more than 1300 people worldwide, of whom 900 are in Australia, and
of those, more than 500 are based in Victoria. ARB’s headquarters at Kilsyth
houses its team of specialist design and production engineers, factory, warehouse
and administration staff. ARB also has offices in each state of Australia and a
factory and warehouse in Thailand.
Victoria’s Long Service Leave Act of 1992 applies to ARB’s Victorian employees.
ARB is happy to recognise the long service of its employees in the way currently
contemplated by the Act.
Indeed, ARB’s business was established in Victoria 40 years ago and has been proud
to offer long-term stable employment for Victorians, and recognise them for their
service to the company with long service leave entitlements.
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3. Background to the proposal
On 6 May 2015, the Andrews Labor Government announced a Parliamentary
Committee inquiry to investigate portable long service leave schemes (Inquiry).
The thrust of the proposal is to consider whether a scheme should be established to
allow employees to carry their LSL from employer to employer, ‘so they don’t miss
out on this entitlement as a result of changing jobs’.
Currently, under the Act, an employee is entitled to:


13 weeks of long service leave on ordinary pay on completing 15 years of
continuous employment with one employer; and



4.33 weeks of long service leave on ordinary pay on completing each period
of 5 years of continuous employment with that employer after the first 15
years of continuous employment with that employer.

If an employee has completed at least 10, but less than 15, years of continuous
employment with one employer, the employee is entitled to an amount of long
service leave equal to 1/60th of the period of continuous employment with that
employer.
If an employee has completed at least 7 years of continuous employment with one
employer, the employee is entitled be paid out their accrued LSL entitlement on the
termination of their employment with that employer.
Some portable LSL schemes exist in the building and construction industries. Such
schemes are justified in this sector on the basis that the nature of employment is
necessarily short term. Administration of such schemes is complex and imposes an
administrative cost and burden in addition to the cost of the LSL entitlement itself.
Arguably, such schemes survive in this sector because there is no alternative –
buildings have to be built in Australia. However, this is not the case for most other
industries, where jobs can be relocated if employment costs become too high.

4. Discussion of the proposal
ARB will be adversely impacted if portable long service leave is imposed on its
business.
ARB enjoys long-term retention rates of staff which are higher that industry
averages. Even in this situation, ARB’s modeling suggests an immediate impact to
its bottom line of $400,000 should LSL portability be imposed. This is without
considering the administrative costs of participating in such a scheme. ARB would
expect a similar or greater impact on other Victorian businesses operating in the
same sectors. Further information in this regard can be discussed on a confidential
basis.
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In an environment when original motor vehicle manufacturers are leaving Victoria at
the cost of thousands of jobs, and the high cost of Australian labour is a major
contributing factor to this, a proposal to give additional benefits to employees with
no reciprocal productivity gain is an unsustainable proposition.
This proposal is effectively an attempt to impose a new leave entitlement that
people have never had nor expected and its complex administration onto business.
It is a reward to employees for lack of commitment at the expense of employers
who in addition to the costs of the LSL and administration of the scheme, face the
costs of replacing voluntarily transient employees. In addition, employers would
face the costs of backfilling the roles of employees who may never have been
entitled to LSL under the current scheme who decide to take their LSL under the
new scheme. Many businesses are not project based like the construction industry
where leave could be taken between projects. In businesses like ARB, leave would
be taken from long term permanent roles which need to be performed on an
ongoing basis.
Portable LSL may encourage employee churn as there is less incentive for people to
stay with an employer, thereby adding to the costs of employers of both scheme
participation and replacing employees.
Adding to the cost of labour in this way without any productivity gain has the
potential to seriously undermine the viability of Victoria’s surviving employers,
particularly in the already tenuous manufacturing sector.
It will force Victorian employers to reconsider the way they engage their employees
so this can be done in a more efficient way. For example, employees may be
engaged on a fixed term or casual basis or under Federal employment schemes
which do not offer the same ‘bonus’ entitlements.
It will force jobs to lower cost labour markets such as China and Thailand where
there are already strong skill bases in many relevant industry sectors. Indeed, ARB
already has offices interstate and a factory in Thailand which could take up capacity
from Melbourne should the economic conditions dictate it.
Driving Victorian employers down this path will undermine the foundation of the
very sort of employment Victorians prefer – long-term, permanent employment – for
the sake of a new ‘entitlement’ under an old name.

5. Conclusion
The Minister for Industrial Relations, Natalie Hutchins, has welcomed this Inquiry,
saying that ‘as the nature of people’s work life changes, government must ensure
entitlements aren’t eroded’.
People only have jobs in conditions where businesses can operate profitably.
Requiring businesses to compensate people for their ‘work life changes’ is not only
an unfair and unjustified shifting of a burden, it is in fact undermining the very
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viability of the employer itself. Colloquially, this is known as biting the hand that
feeds you.
Instead of considering whether employees are being ‘short changed’, the Inquiry
should consider whether businesses in Victoria, the engine of the Victorian
economy, will be short changed by this proposal which will put Victorian employers
at a further disadvantage against economies with which they must compete.
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