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AHRI’'s Quarterly Australian
Work Outlook report

AHRI's Quarterly
Australian Work
Outlook —

a quarterly report
monitoring the
state of the
Australian labour
market — o ers

a forward view

of the work
environment
facing HR
professionals and
business leaders.
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| am pleased to introduce the ndings from AHRI’s Australian
Work Outlook for the June quarter of 2024, a comprehensive
survey of 600+ senior HR professionals and decision-makers
across private, public and not-for-pro t organisations across all
Australian states and territories.

This report serves as a valuable resource for HR professionals,
executives, board members, and government departments,

as it o ers essential insights into recruitment and redundancy
intentions, employee turnover rates and pay expectations.

Overall, the June quarter Australian Work Outlook report indicates
that the Australian labour market has eased slightly. However,
recent reports of large company layo s and o cial data showing

an increase in small business insolvencies are not (yet) re ected
in our employment market data, either in the current quarter
actuals or employer intentions.

The report indicates that the demand for labour will continue to
grow strongly in the June 2024 quarter, with net employment
intentions at +36. This is higher than the +33 recorded in the
March 2024 quarter, but below the intentions recorded during
2023 (Figure 1).

Among employers that report they are recruiting, the proportion
of organisations reporting recruitment di culties has edged up
from 38% in the March 2024 quarter to 40% in the June 2024
quarter. However, in line with recent employment trends, this is
below the gure recorded throughout 2023.
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“Re ecting the skills-gap
challenges facing many
organisations, upskilling
sta i1s employers’ most
frequent response to
recruitment di culties.”
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Consistent with this view of a persistently tight labour market,
employee turnover remained steady at 15% in the June quarter
compared with 14% in the March quarter. This quarter, almost
a third (32%) of organisations reported that annual average
employee turnover was 20% and above, compared with 25% in
the previous quarter.

This ongoing high employee turnover across Australian
workplaces will be costly for employers and may be contributing
to Australia’s sluggish productivity growth both through vacancies
and the time required to train new employees for them to become
pro cient in their roles.

Employers report that almost one in ve (19%) of the Australian
workforce are not fully pro cient in their roles. The proportion of
employees not considered fully pro cient is higher in the public
sector (24%) than in the private sector (18%). Looking ahead, it
will be interesting to see whether a combination of higher wage
growth in the public sector, and higher levels of investment in
skills will make a di erence.

Over half (57%) of Australian employers who say their workforce
is not fully pro cient, say that skills gaps are having either a
moderate or signi cant negative impact on their organisation’s
productivity. It is therefore important that HR professionals and
managers focus on speed to competency as part of the induction
and onboarding process.

This is likely to be compounded by ongoing recruitment
di culties, redundancies and redeployment activity as
organisations respond to the changing business environment.

Re ecting the skills-gap challenges facing many organisations,
upskilling sta is employers’ most frequent response to
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AHRI welcomes
feedback on this
report, and ideas
and suggestions for
how the quarterly
series might be
developed.

These should be
sent to: gerwyn.
davies@ahri.com.au
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recruitment di culties. Employers are also responding to these
challenges with higher levels of investment in skills. Thirty-
seven per cent of organisations say that they plan to increase
training investment in their organisation over the next 12 months
compared with six per cent of organisations that report that they
plan to cut their training budget.

At the same time, future wage expectations have moderated
since the previous report (Figure 8). This may be partly explained
by ongoing productivity issues.

The mean basic pay increase in organisations (excluding bonuses)
is expected to be 3% in the 12 months to April 2025, down from
the 3.7% projected for the 12 months to January 2025. Wage
expectations are higher in the public sector (4.5%) than in the
private sector (2.6%). Wage expectations are also higher in

large organisations (3.9%) than in small organisations (2.8%) and
medium-sized organisations (1.7%).

These ndings re ect ongoing tightness in the Australian labour
market, despite some modest loosening over the past year. They
reinforce the imperative for HR professionals and employers to
engage, reward and retain employees, with employee retention
remaining a key focus for HR professionals.

| look forward to engaging further with our members on the
ndings of this quarter’s report and its implications for HR and our
workplaces.

Sarah McCann-Bartlett
CEO, Australian HR Institute
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KEY INSIGHTS

Summary of key ndings

1

The AHRI Net Employment Intentions Index, which measures the di erene between the proportion
of employers that expect to increase sta levels and those that expect to decrease sta levels rose
to +36 in the June quarter of 2024. While this is strongly positive, it represents the second lowest
gure for net employment intentions since the survey began in the June quarter of 2023 and is
slightly above the gure recorded in the March 2024 quarter (+33).

2 3

41% of organisations plan to increase sta Among employers who are currently

levels in the June 2024 quarter, compared recruiting, 40% report experiencing

with just 5% that plan to reduce the size of recruitment di culties, around the same

their workforce over the same period. as the previous quarter (38%).

4 5

Almost a quarter (23%) of employers are Recruitment intentions have fallen modestly
planning to make workers redundant during to 68% for the June 2024 quarter, down from
the June 2024 quarter, around the same 71% for the March 2024 quarter.

level that was expected for the March 2024
quarter (22%).
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The most common employer activities The 12-month average employee turnover

to help tackle recruitment di culties are rate to the end of March 2024 was 15%, which
upskilling existing employees (30%), raising is one percentage point higher than in the
wages (23%) and improving bene ts (22%). previous report. The employee turnover rate

was much higher in the public sector (23%)
than in the private sector (13%).

8

Employers reported that the mean basic pay increase in their organigtion (excluding bonuses)
is expected to be 3% for the 12 months to April 2025, down from 3.7% for the 12 months to

January 2025.




EMPLOYMENT OUTLOOK

1. Employment outlook
for the upcoming quarter

Net employment This quarter’s survey indicates that employment growth
intentions, June will continue to be robust in the second quarter of 2024.

quarter 2024. , .
AHRI's Net Employment Intentions Index for the June

2024 quarter, which measures the di erence between
the proportion of employers that expect to increase sta
levels and those that expect to decrease sta levels,
remains in positive territory.

The AHRI Net Employment Intentions Index for the June
quarter of 2024 is +36, up from +33 in the previous
quarter. Making up the Index, 41% of organisations are
planning to increase employment levels in the June 2024
guarter compared with just 5% of organisations planning
to reduce the size of their workforce over the same period.

The AHRI Net Employment Intentions Index is calculated by taking the percentag e
of employers intending to increase sta ng levels and subtracting the p  ercentage
of employers intending to decrease sta ng levels:

An index of +100 would mean that all organisations intend to increase sta ng levels
An index of -100 would mean that all organisations intend to decrease sta ng levels
A 0 index could mean that either all organisations expect no change in employment
levels, or that 50% of employers intend to increase sta ng levels while the othe r 50%
intend to decrease sta ng levels.
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Figure 1.

Base:

The AHRI Net Employment Intentions Index can be used
as a proxy for employers’ projected demand for labour
and provides an indicator of how the jobs market may fare
in the current quarter.

Net employment intentions
June quarter 2024

June quarter 2024, all employers
(n=607; private: n=493; public: n=106; not for pro t: n=8)
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Recruitment intentions
June quarter 2024

AHRI asked 68% of organisations plan to hire sta in the June quarter
respondents of 2024, down slightly from 71% in the previous quarter
to share their (Figure 2). Recruitment intentions are higher in the public
recruitment sector (90%) than in the private sector (63%).

intentions for the
upcoming quarter.

Figure 2:  Recruitment intentions
June quarter 2024

Base:  June quarter 2024, all employers
(n=607; private: n=493; public: n=106; not for pro t: n=8)
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Redundancy intentions stabilise
June quarter 2024

Almost a quarter In the March quarter, employers indicated that the lower
(23%) of employers planned redundancy activity was due to a range of factors,
plan to make including pausing redundancies where possible to assess
workers redundant forward economic conditions before making further cuts,
in the June 2024 ongoing di culties in lling vacancies or to ensure delivery
guarter, which is of outputs to customers.

consistent with
the March 2024
quarter (22%).

Figure 3: Redundancy intentions, June quarter 2024

Base:  June quarter 2024, all employers
(n=607; private: n=493; public: n=106; not for pro t: n=8)
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Recruitment di culties persist

Recruitment The proportion of employers reporting recruitment

di culties di culties has edged up from 38% in the March quarter to
remain a cause 40% in the June quarter. This gure is lower in the private
for concern for a sector (33%) than in the public sector (47%).

signi cant share
of employers.

Figure 4:  Share of organisations currently
experiencing recruitment di culties

\\;{

+

Base: June quarter 2024, all recruiting employers
(n=548; private: n=434; public: n=106; not for pro t: n=8)
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At a glance:

Overall, 80% of
organisations reported-
taking action to address
recruitment di culties

over the past year.




EMPLOYMENT OUTLOOK

Employers tackle recruitment
challenges through training
and wage increases

Overall, 80% of The most common employer response to helping tackle
organisations recruitment di culties has been to upskill existing employees,
reported taking cited by thirty per cent of survey respondents. In addition,
action to address almost a quarter (23%) of respondents said they have raised
recruitment wages, while a similar proportion (22%) cited improving

di culties over bene ts (Figure 5).

the past year. . : : :
Other responses included increasing the duties or workload of sta

(18%), making greater e orts to recruit people from under-utilised
groups (18%) and introducing a sign-on or hiring bonus (17%).

Figure 5:  Eight most frequent employer tactics
to minimise recruitment di culties

Base:  June quarter 2024, all employers
(n=607; private: n=493; public: n=106; not for pro t: n=8)
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EMPLOYMENT OUTLOOK

Employee turnover

Almost a third (32%) The average employee turnover in Australian workplaces

of organisations for the 12 months to the end of March 2024 was 15%.
reported that total This is broadly consistent with previous Work Outlook
annual average reports (Figure 6).

employee turnover
for the 12-month
period was 20%

and above.
Figure 6:  Annual employee turnover
to March 2024
;\\:/ —
®
®
°

Base:  June quarter 2024, all employers who are
aware of their organisation’s turnover rate
(n=580; private: n=470; public: n=102; not for pro t: n=8)
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EMPLOYMENT OUTLOOK

However, as in previous surveys, there was considerable
variation across organisations. At one end, almost a third
(32%) of organisations reported that total annual average
employee turnover for the 12-month period was 20%

and above; leading to ongoing recruitment and retention
pressures. In this survey, the share of organisations
experiencing annual average employee turnover of 20% or
more was higher than in previous reports (Figure 7).

Figure 7:  Share of organisations reporting annual
average employee turnover of 20% and above

o

Base:  June quarter 2024, employers who are aware
of their total employee turnover rate
(n=580; private: n=470; public: n=102; not for pro t: n=8)

In contrast, around almost three in ten (29%) employers
reported that their annual employee turnover was less than
ve per cent.
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WAGES OUTLOOK

2. Wages outlook for the
12 months to April 2025

Pay expectations However, there is a large variation in terms of size of sector.
for the following Wage expectations are much higher in large organisations
12 months have with more than 200 employees (3.9%) than in small

eased since the organisations that have between 2 and 19 employees (2.8%)
previous quarter. and medium-sized organisations that have between 20 and

199 employees (1.7%).

The data tell us that:

* The mean basic pay increase in organisations (excluding
bonuses) is expected to be 3% in the 12 months to April
2025. This is down from the 3.7% previously expected
for the 12 months to January 2025, but up from the 2.6%
previously expected in the 12 months to October 2024.

» The wage expectations of 3% for the year ahead are very
close to their historical average.

* Wage expectations are higher in the public sector (4.5%)
than in the private sector (2.6%).

» Seventeen per cent of employers reported they are
planning to implement a pay freeze. This is unchanged
compared with the previous quarter’s report.

Just over a quarter (27%) of employers reported that they do
not yet know the extent of wage changes in their organisation
for the 12 months to April 2025.
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WAGES OUTLOOK

Figure 8:  Employers’ mean total xed
remuneration expectations for
the 12 months to April 2025

Base:  June 2024 quarter, all employers who are clear about the
extent of wage increases/decreases over the next 12 months
(n=450; private: n=345; public: n=98; not for pro t: n=7)
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FOCUS

3. Focus: skills

This quarter’s
Focus section

is on skills

and explores
the key skills
challenges faced
by Australian
employers,
especially within
their existing
workforces.
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The internal skills challenge

Employers were asked about the internal skills challenges
faced by their workforce. Overall, almost one in ve (19%) of
the Australian workforce are perceived not to be pro cient in
their role. The proportion of employees not considered fully
pro cient is higher in the public sector (24%) than in the private
sector (18%).

Employers in organisations with workforces that are not
perceived as fully pro cient were also asked whether the skills
gap had a negative impact on productivity in their organisation.
57% of Australian employers say that skills gaps are having

a either a moderate or signi cant negative impact on their
organisation’s productivity.
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FOCUS

Figure 9:  Employers’ perceptions of the
negative impact of skills gaps on
their organisation’s productivity

Base:  June quarter 2024, all employers
(n=607; private: n=493; public: n=106; not for pro t: n=8)
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Future skills investment

Looking ahead,
more employers
expect training
and development
expenditure to
increase at their
organisation than
those who expect
a decrease.
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Thirty-seven per cent of organisations say that they plan to
Increase training investment in their organisation over the
next 12 months compared with six per cent of organisations
that report that they plan to cut their training budget. Around
half (51%) of employers report that training and development
expenditure will remain the same in the year ahead.

However, there is considerable variation across sectors.

More than half (53%) of public sector employers say that skills
investment will increase at their organisation compared with
thirty-four per cent of private sector rms. In addition, more
than half (52%) of large organisations with more than 200
employees plan to increase their training and development
budget in the year ahead. This compares with forty percent of
medium-sized organisations (that have between 20 and 199
employees) and just seventeen per cent of small organisations
(with between two and nineteen employees) that plan to
increase skills investment during the same period.
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At a glance:

Thirty-seven per cent

of organisations say that
they plan to increase
training investment in
their organisation over
the next 12 months.



FOCUS

Figure 10: Share of organisations that say that training L
investment at their organisation will increase ®
over the next 12 months

Base:  June quarter 2024, all employers in organisations
with workforces that are not fully pro cient
(n=499; private: n=388; public: n=104; not for pro t: n=7).




RESEARCH METHODOLOGY

Research methodology

All data, unless otherwise stated, is from YouGov Plc.

The total sample size for this survey was 607 senior
business decision makers, including HR, from
organisations with 2+ employees.

Fieldwork was undertaken online between 5 April
and 11 April 2024.

The gures have been weighted by employee size,
state and industry to re ect the latest ABS Industry
Employment estimates.

Respondent Breakdown of the sample, by number of employees
pro le per organisation

Employer size band 2-19 20-199 200+ Total
Count 171 182 254 607

Breakdown of the sample, by sector

Sector Private Public Not-for-pro t Total
Count 493 106 8 607
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AHRI welcomes feedback on this report, and ideas
and suggestions for how the quarterly series might
be developed. These should be sent to:
gerwyn.davies@ahri.com.au

For media enquiries, please contact:

Julie McNamara

Media Specialist, Mahlab
julie@mahlab.co

0419 595 688

AMRI

Australian HR Institute®

This report represents the responses of survey respondents. Althoudr AHRI has exercised due care
and skill in its preparation, it does not warrant its accuracy, conpleteness, currency or suitability
for any purpose. AHRI expressly disclaims any and all liability for any lasor damage arising from

reliance upon any information contained in this report.



